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Win Samsun 
DVD Players (E1584) 


Win a Swatch Watch 
Microwave Ovens ( 


worth Rs.3000/- 


And that's not all... 







Win a trip to Australia 
to catch cricket excitement 






Win Strolley Bags Ñ: 739) 





5 year warranty on 
Samsung 
Washing Machines 


Save Rs.7490/- Free! ( 


4 year warranty on with Samsung Sound Systems 
honos adips qampa kao jo Pent d 16 CD Case with 1 MP3 CD, Flash your cord for 


Samsung DVD Player E138A for just Rs. 18990/- Colour oe TRE 1 Audio CD, VCD (Vol. 1&2) mind blowing privileges 





*Conditions apply. Offer valid at Samsung authorized dealers only till stocks last. Visuals of gifts shown are representative, actual gifts may y vary. Warranty is applicable ç 
per company’s warranty policy. Warranty is valid only for Pena A during the scheme Sariak (1+3) year edended warranty on al Saena Colour ieavisions eod (2+: 
year extended warranty on all Samsung Washing Machines. **Swatch is a registered trademark of Swatch Lid., Bienne, Switzerlan 
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Jokes apart. But t! 
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TA MOTORS A high-power vehicle from Tata Motors, di 


a Safari EXi conforms to Bharat Stage II norms and comes with an 18-month, unlimited kms warranty. Insist on a 18 + 18 month warranty option. Tata Safari EX 
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The Privi leged Cla SS — 
While listing out the best business schools, the 
IIMs (Indian Institutes of Management) have ` 
been measured against the non-IIMs. However, 
one must keep in mind the fact that the IIMs. 
were born with a silver spoon in their mouth - 
— they all have certain special privileges. . 

For instance, the IIMs have foreign tie- 
ups and got special government patronage, 
among other things. And this was long before the other _ : 
management schools could do the same. Other B-schools usually do 
not have as many resources as the IIMs do and that explains why they 
are not in the same league as them. — — 

Ch.V. Suryanarayana, Secunderabad 









































PORTERS’ LESSONS DIFFERENT TACTICS 
The story ‘The Great Railway Bazaar’ The articles. on the issues faced by the 
(BW, 15 September) exposes the grave | top IT firms in India were interesting. 
flaws of the Licence Raj that continue While Wipro appears to have adopted 
to hamper Indias economic freedom, an aggressive multi- -pronged strategy 
not sparing unlikely destinations like (‘Vivek Paul Bets His Shirt’, BW, 8 
railway stations. Why make it September), Infosys seems to be 
mandatory for someone to get a making a more conservative move 
licence just to exercise his right to. (‘Remaking Infy' BW, 22 September). 
work? This is against the very principle | These new tricks will be tested if the 
of democracy! The research done is employees prefer to look for options 
relevant. But the solution in economic | that value their current skills instead of 
freedom could have been stressed. embarking on an unknown journey. 
Amaresh Mishra, Bhubaneswar Multinationals could exploit this and 
weaken the cost advantage that Indian 
SHYING FROM HIS DUTY | IT firms have. In this context, ` 
. Thescathing attack on Sachin MindTrees value system driven 
Tendulkar over the duty waiver is | approach (‘Revisiting MindTree, BW,1 . 

















justified (‘Shame On You Sachin, BW, September) appears to be promising. 
25 August). The government's V. Sudhir, Via email 

generosity d 

could have USEFUL ADVICE 


been hailed I would like to compliment you for the - Í 
had sports- column on taxes titled ‘Smart Planning | 
personsof X. | in the Personal Finance section (BW, 25 


th rhe eerie pres ha A eA aa s MA IO PII A dis Mee 





year TR 228 







other | August). Inspired by the article, my 
pyes Rs 456 d disciplines | company has launched a salary ` 
enjoyed | restructuring exercise. 
similar | C. Ravishankar, Chennai 
benefits. Far | - | 
“yes papalbiliesta forr ret from it, others | THE CORRECT NAME | 





ee and i phot In ‘The Best B-Schools’ (BW, 22 
September), ' we referred to Nirma ` 
Institute of Management as Nirma 


Institute of Modern Management. The 





are charged for importing even 
necessary sports equipment. Being a 
sporting legend and a gentleman, — 
Tendulkar himself could have offered 





—— nS Rl em Bent tn rm Pinos —X 


to pay the duty, thus, setting an ` erroris IEEE. us 
example for others. For once, he stayed a e 
back when he ought to have played on Letters can alco be sentto — | 
the front foot. bod d ba sent to | 





Dipankar Das Gupta, Dhanbad 
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b mere is so much to choose from today 


8% Growth Is Not An 
Impossible Target 


ICICI Bank CEO K.V. 
Kamath is sticking 
his neck out with an 
8% GDP growth fore- 
cast. In an interview 
with BW, he explains 
why this is possible. 


ICICI Bank CEO » 
K.V. Kamath 


Silverline Technologies The slide started after 
the Sera Nova acquisition. Now it is curtains for the company. 


Media The media sector has been abuzz will deals. 
The latest — are Star and Sony planning IPOs? 
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COVER STORY 


The Best 
Brands 


The first BW Consumer 
Satisfaction Survey pits brands in 
four categories against each other. 
May the best brand win. 








Smile index The honour 
roll of consumer durable comp- 
anies that make customers happy. 


The must-do list The 
verdict is out. Now it is up to the 
companies to go the extra mile. 


Methodology It was 
robust. It was representative. This 
is how we did it. 


The results How each 
company fared. 


Consumer spending 
Consumers have started spending 
again. How are consumer durable 
marketers preparing? 


TRIBHUWAN SHARMA 


AMD By launching a 64-bit processor for desktop ap- 
plications, AMD has charted a course different from Intel's. 


Venture capital Venture capitalists are lining up 


to register with Sebi because it gives them a host of benefits. 


Pharmaceuticals After poor growth in the first 


| half, the industry showed signs of a turnaround in August. 


| presidentship to get one back 


BPO Indian BPO company Daksh eServices is close to 
snapping up a Philippines-based firm. 


Retail China slips 
while India rises as a destina- 
tion for global retailers. 


Politics Murli 
Manohar Joshi guns for BJP 


at deputy PM L.K. Advani. 





Murli Manohar Joshi » W 
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IN DEPTH 


32 One Vision 
For All 


The Dutch multinational is trying 
out a unified marketing policy for 
its various business divisions. But 
will Philips’ strategy work? 


CEO Gerard Kleisterlee > 








38 Oil and gas With action in the sector hotting up, a 
network of oil and gas pipelines is coming up across India. 





IN VOGUE 


86 mown, ati Not Out 


Cyrus Guzder helped his 
partner's business flourish at 
the cost of his own. Now that 
he has parted ways with DHL, 
can he make it on his own? 


“My family always told me 
they (DHL Worldwide Ex- 
press) would leave me one 
day.” Cyrus Guzder 





|» bar for consumer satisfaction.” 


| In The Competitive Advantage of 





96 Bookmark wny it makes sense for businesses to 
work towards sustainable development. 





COMMENT 
10 Ashok V. Desai The Supreme Court 


ban on hoardings is illogical — is there any evi- 
dence to suggest that they cause accidents? 


ECONOMICS 2.0 


30 Niranjan Rajadhyaksha Chances 
are that the sins of the US economy will lead to 
far more pain than it did in the 1980s. 


ON THE CONTRARY 














76 Mahesh Murthy Perhaps the MBA is 
the most sought after degree in India today. But 
is it really worth the trouble? 
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The Consumer Raj 


S the nation’s premier business magazine, Busi- 
nessworld puts companies under the micro- 
scope every week for the way they manage their 
resources, the way they treat their investors, and 
the way they help India make its mark on the 
world. But so far, we hadn't directly focussed on the way they 
satisfy customers. This issue, thus, marks a change for BW. 


It also signals a shift in India's business environment. As the 
full force of competition hits every sector, companies are wak- 


| ing up to something that should have been self-evident: there 


can be no successful business without satisfied customers. 
But measuring satisfaction is tricky business — it took us al- 


| most two years to get the concepts clear, to foolproof the 


methodology and to select the right partners to work with. 
Says executive editor Prosenjit Datta, the prime mover behind 
the project: “The idea is to create 
enough pressures within the 
system to continuously raise the 


Assistant editor (special proj- 
ects) Navjit Gill worked with him 
on the project. 


Nations, Michael Porter argued 
that ‘demanding consumers’ are 
the reason why some national 
industries become globally 
competitive while others do not. 
If you accept that logic, it will take time for Indian consumer 
goods companies to become globally competitive — our sur- 
vey shows Indian consumers are more satisfied than those in 
richer countries! 





I will make a bet, though, that this is an aberration caused by 
the sudden flowering of competition. As consumers get used 
to the higher level of service, their expectations will also rise. 
And that can only be good news for India's competitiveness. 


In this festival season, we also have other good news: another 
survey of consumers shows they are getting ready to up their 
spends. Bangaloreans, in particular, seem to be on a roll — 
where a Delhiite would spend Rs 9,766 on a TV, a Bangalorean 


| would spend nothing less than Rs 23,000! 


So happy Dusshera to all! I will be away for a few weeks; Pros- 


| enjit will be writing this letter in the meantime. 


th 


S 


l'ONY JOSEPH, EDITOR 
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man. One case is the ban they im- 


| was watching the blonde on the billboard? Was 
E the frequency of. ac ea dei 





terest petition just asserted the chain of causa- 


| tion. There was no law — either legislativeor | 
! common — on hoardings; the Supreme Court 


was creating law. And it could do so only be- 
cause there is no appeal against its verdicts. 
Now the epidemic is spreading. Other cities 


Is Supreme Court's authority is tempered outside 


never fully applied. All it results in is chaos. 


| next time, it will occupy half that time. Most 
motorists will be driving past a hoarding the 


1. 16,839th time; they will barely give it a glance. S 


., But generally it will cheer them up. 
I road is full of hazard. This is incorrect. Their 


off the road, and it can not only distract, but 
also blind. Actually, a good motorist will watch 
i the position of the sun often. If itis in his eye, he 
will have to watch the road carefully, for it may 
blind him at any moment. Objects will be less 
easy to spot at midday when they do not throw 
shadows. The road is full of objects reflecting 
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OMETIMES the thought processes 
of Supreme Court justices go beyond 
the comprehension of the ordinary 


posed in. 1997 on hoardings in Delhi. | 
Their reason was that hoardings distracted mo- i 
torists and caused accidents. Did any motorist | 
who had caused an accident declare that he 


| its per passing vehicle 
greater at points faci g thoarding? Nosuchev- | 
|' idence was presented or sought, The public in- 


| 
| 

| | person or animal, he will 
1 


| are not sure whether the Supreme Courts fiat. | 
= applies to them too. But elsewhere also a zeal. 
_| us despot gets into power once in a while, and: 

. hoardings begin to be removed. But the 


- |... Delhi by bureaucratic cupidity; sothebanis | 


|  Onlyahigh dignitary who is driven every- | 
E where would think that hoardings distract mo- 
| torists. The first time a motorist sees ahoard- |. 
ing, he will give it perhaps a second or two. The 


1 The argument would be, however, that | 
|' every second the motorist takes his eyes off the 


edm imbris Mh dead ier de aging Das egeo Bogen d a RAN ppp ya Lope ti 


| lor dships may think that the sun is the greatest 
| distraction to the motorist: it is 393,000 miles. 






hindin fininha yer eh PA MA Ado er evt tdt th 


gers, ind it is ihe: task of the r motori t te | 
_ skilfully with them from one moment to the 
| next. A good motorist hasaroving eye; he takes ` 
| in everything on and off the road. He will fail to 
| dososometimes; ifhe is then close to a vehicle, 
| have an accident. The 
nost frequent causes of accidents are: 

‘W Undue proximity: The key to road safety is 
maintenance of minimum distance; the closer 








| the objects, the more likely an accident. Driving 





too close and butting in in front of other vehi- 
` Cles are the common causes of accidents. That 
| iswhy lanes are used everywhere for separating 
| vehicles laterally, and drivers’ lack of respect for 
| them causes so many accidents in India. ~ 

i: m Mixed traffic: If vehicles with different 
| speeds, manoeuvrability and braking distances 


| drive on the same road, faster vehicles will have 


oto brake often, and a failure to brake in time or 
! without sufficient separation will cause an ac- 
cident. The biggest causes of accidents are 





i 

t 

| pedestrians and cows; the next biggest, mixing 
| oftwo-wheelers, cars, trucks and buses. 

| @ Unsafe vehicles: A failed brake, a bursttyre or 
, anengine that suddenly cuts out — such things 
| .can cause accidents even when the driver is 


——Ó j 


| most skilful. The age of vehicles and the quality 


of their maintenance make enormous differ- 
ence to road safety. 


narrows, traffic must slow down; ifa driver does 
. not expect it, he may hit the vehicle ahead. In 
India, road builders often ignore the need for 









constant, the 

road works, breakdowns and potholes, among 

other thing he quality of public works and 

»ntrol are major variables in accidents. - 

In vi view: f these multiple causes, road safety ` 

requires a less simple api roach than the 
Supreme Court's — and a mor e intelligent one 


| thanthe government's. 
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constant width. Even when the road widthis ^ . 
corridor may be narrowed by `. 
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With 49 flights operating every 
hour, the Hong Kong airport 
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The Hong Kong International 


Airport boasts of the 


largest terminal in the world. 
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P every second the motor 
| road is full of hazard. This is incorrect. Their 





distraction to the t 
off the road, and it can not only distract, but 
| also blind. Actually, a good motorist will watch 
| the position of the sun often. Ifit is in his eye, he 
| willhave to watch the road carefully, for it may 
blind him at any moment. Objects will be less 
easy to spot at midday when they do not throw 
shadows. The road is full of objects reflecting 
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man. One c case is uc bate iiy m 
posed in 1997 on hoardings in Delhi. 
Their reason was that hoardings distracted mo- 
e torists and caused accidents. Did any motorist: 
7| who had caused an accident declare that he 
blonde on the billboard? Was | - 
the frequency of accidents per passing vehicle. 
| gre eater at points: acinga a hoarding? No such ev- - 
© idence was presented or sought. The public i in- 
| terest petition just asserted the chain of causa- ' 
x as no law — either legislative or 
common — on hoardings; the Supreme Court 
id it could do so bie be- 


Now the epidemic is spreading. Other cities | 
are not sure whether the Supreme Court's fiat LE 


/ who is driven every- ` 
hat hoardings distract mo- |- 
torists. The first time a motorist sees a hoard- 
ing, he will give it perha psa second or two, The oe 


motorists will be driving past a hoarding the 
839th time; they will barely give it a aglance, 3 


The argument: would be, MES that | 
is st takes his eyes off the 


| lordships may think that the sun is the greatest’ 
aotorist: it is 393,000 miles ` 
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car mirrors, windows of buildings — a 





This is not casuistry; the road is full c 


 gers, and it is the task of the motorist to deal 2 


skilfully with them from one moment to the 


next. A good motorist has a roving eye; he takes ^ 
in everything on and off the road. He will fail to : 
doso sometimes; if he is then close to a vehicle, 


person or animal, he will havean accident, The- 
'quent causes of accidents are: - 





mair tenance of minimum distance; the closer 





_ the objects, the more likely an accident. Driving 
| too close and butting in in frontof other vehi- 


cles ate the common causes of accidents. That. WE 


ds why: Janes are used everywhere for separating x 
vehicles laterally, and drivers lack of respect for 


them causes so many accidents in India. a 
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Voltas completed the cooling of the Hong Kong 


International Airport in 1998. 


Pity you can only check in 3 hours before the flight. 


Sometimes an airport can be a 
destination in itself. Like the swanky 
new Hong Kong International 
Airport. From shopping to hopping 
flights, it's all there under one roof. 
Step into the mega shopping malls 
which cater to every material 
pleasure known. 

Or retreat to one of the sprawling 
lounges for a more relaxing 


experience, Running through the 


airport is another amazing sight- an 
electric train service. Connecting 
the East and the West Hall every 

3 minutes, this shuttle allows you to 
move with a fair degree of speed. 
Then there's the small matter of 
92 lifts and 68 escalators that can 
take you wherever your heart 
wanders, Perhaps, to the closest 
information center. Or to the many 


multi-media lounges to check your 


emails on an iMac terminal. And 
keeping you comfortable throughout 
is Voltas- the people behind the 
cooling of the airport. 

Thanks to our intelligent cooling 
solutions, we've come to be 
recognised as the experts in handling 
large projects the world over. 

Or is it for getting people to come 

on time for flights? 


We leave it to you to decide. 


Voltas has executed more million-dollar projects across three continents than any other air conditioning company. 


A part of the Tata Group, we have 50 years of design, system engineering and installation expertise. Get in touch with us if you'd 


like to know more. No matter what the hour. 


50 YEARS OF INTELLIGENT COOLING 






VOLTAS 


Regd. Office: Voltas House A, Dr. Babasaheb Ambedkar Road, Chinchpokli, Mumbai 400 033. Tel: 022 56656666. www.voltas.com 


EuroRSCG/Voltas/633A/03 
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Mike Khannas successor 
at JWT, India’s biggest 
advertising agency. 
Sanjay Khosla, who 
resigned recently as 
Unilever's worldwide 
beverages director, has 
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ICICI Bank CEO K.V. Kamath is ex- 
tremely positive about the Indian econ- 
omy. He explains the reasons for his op- 
timism in an interview with BWS 
Niranjan Rajadhyaksha. 





What's your outiook on the 
economy? 3 
Pm very bullish. I can see a new confi- 
dence in companies. They are now 
ready to compete against the best in 
the world. 


But can growth take off unless 
investments in new capacity pick up? 





There are already some initial signs of | 
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an investment revival. We'll see a - 
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INTERVIEW: K.V. KAMATH x 





properrevivalinthe next 18 months. 


am Why will it take 18 more months? 





That's because companies are still us- 
ing their excess capacity. And they're 
still focussing on better shopfloor 
practices, quality initiatives and 
tighter working capital management. 


a Which sectors will take the lead? 

The steel companies are already keen 
to expand, but we (the lenders) are 
holding them back. Then theres ce- 


ment, wherelexpect new capacities to 


come up despite the current pricing 
problems. The third sector is con- 
sumer durables — white goods, brown 
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HERE is an 
interesting twist 
to the saga of 


emerged the , 
frontrunner to take over š 
from Khanna whenhe š 
finally steps down after a 


head of Hindustan Lever’s beverages 
business and a director, after which he 


19-year stint at the top. 


Khoslas last stint in India was as 
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moved to Unilever foods | 


headquarters in Rotterdam. Getting 
him to try to resurrect the agency's 


fortunes in India, say industry | 


watchers, is a masterstroke by Martin | 
Sorrell, the chief of WPP It is the | 
marketing communications x 
powerhouse that owns JWT. | 


For the past three years, JWT has 


been under intense pressure in India. | 
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Long-standing client 
HLL has moved away 
megabrands like Brooke 
Bond and Close-Up in 
the last one year. For the 
past two years, Kamal 
Oberoi, the senior vice- 
president and general 
manager at JWT's 
Mumbai office, was 

. considered as a logical 
successor. But JWT 
executives say that there 
was apparently some 


disquiet among senior managers about 
Oberoi' ability to lead the agency out 


| of trouble. So Sorrell decided to step in. 


Not only does Khosla have the ` 


relationships and the credibility to 


, mend ties with HLL, JWT's biggest 
_ client in India, but his immense 


marketing experience could also help 


| expand the agency's focus from adver- 


tising to the wider gamut of strategic 


| marketing communications. Neither 


Khanna nor Khosla, who is now in 


Bangalore, could be contacted. 


x 
INDRAJIT GUPTA 


HEMANT MISHRA 








goods and automobiles. Later, they 
will spur the light engineering and 
metal industries. 


m Which will be the growth drivers? 

There will be three main drivers. First, 
the government's infrastructure pro- 
jects — highways , the gram sadak (vil- 
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lage roads) project and later the plan 
to link the rivers. Second, the boom in 
home ownership, which will spur both 
construction and related industries, as 
well as home appliances. Third, the 
lifestyle revolution will drive demand 
for automobiles. Textiles, too, could 
emerge as a driver, but only next year. 


m What's your GDP growth estimate? 
I think we'll end up with 8% growth. 


m But that’s far more than most 
people expect. 

The problem is with how we count in- 
dustrial output. The IIP is a 1980s in- 
dex. The growth drivers of today are 
not adequately represented. I was 
looking at some figures for construc- 
tion equipment. It’s worth about $1 
billion today, while this was a non-ex- 


| istent industry a few years ago. There's 


a lot we are not counting in the IIP 


At home as abroad 


ITAN, which started as the quintessential desi brand in 1987, is now don- 

ning a videshi identity. This week, it launched a new steel and leather range 
branded the New World Watch. Priced between Rs 2,600 and Rs 6,000, the 
new line draws on Titan’s contemporary styles that retail around the world, par- 
ticularly in the Middle East. Titan Industries COO Bijou Kurien says he doesn't 
expect the range to add more than Rs 50 crore to Titan's Rs 797.90-crore 
turnover. Yet he has a Rs 40-crore an ad campaign slated for October to "lift 
the brand". Clearly, Titan needs it. In recent times, a host of Swiss brands — 
Swatch, Longines, Omega and Rado — have taken the sheen off Titan. 


RANJU SARKAR & AARTI KOTHARI 


The new 
IPO show 


UMBAI investment banking 
circles are abuzz that Star In- 
dia and Sony Entertainment 
Television (SET) are headed for IPOs. 
The Rs 1,200-crore Star, headed by 
(top), thinks that by go- 
ing public it will be able to put all issues 
about its foreign parentage to rest, a la 
star News. (ABP the owners of BW will 
be buying a 7496 stake 
in Star News subject to 
government approval.) 
For Star, its run of hit 
shows and rising 
topline in the last three 
years has given it the 
confidence. The Star 
India spokesperson, 
however, denied any 
IPO plans. 
At the Rs 800-crore 
SET headed by 
, the recent 
merger of SET Singa- 
pore with the Indian 
entity, say bankers, is a 
signal that SET will go public soon. 
Again CEO Kunal Dasgupta denies it. 
Nevertheless the speculation is intense. 
By the end of this year TV Today (Aaj 
Tak) will go public. Kotak Mahindra and 
JM Morgan Stanley are already working 
on the details. 
VANITA KOHLI-KHANDEKAR 
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the fiscal deficit” is a bit too 
mechanical. Ahluwalia is director of 
the IMF's Independent Evaluation 
Office that was set up in 2001 after 
the IMF came under attack for its 
inflexible policies. 


£ 


HE IMF on its part, does not 

seem to agree with the 
arguments of these two worthies. 
Its latest World Economic Outlook 
says that in India, “a key issue 
remains the slow pace of structural 
and fiscal reforms. With the general 
government deficit set to reach 
about 10% of GDP for a fifth year, 
and debt plus recorded contingent 
liabilities nearing 100% of GDP 
fiscal policy is clearly on an 
unsustainable path.” 

The IMF's growth forecast for 
2003-04, too, is remarkably 
modest. It expects the Indian 
economy to grow at only 5.7%. This 
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f 
workers can get unemployment | 
insurance if beneficiary companies | 
use only about 5% of the savings — | 
resulting from offshoring to buy 
such insurance. I 

Isn't this an option that can be | 
used in India as well? Companies | 
laying off workers can be asked to 
insure and retrain these workers | 
from part of the savings made by 
restructuring. 
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OOD news for the stock- 
markets. Net private capital 
flows to emerging markets are set 
to rise significantly this year and 
the next, says the Institute of 
International Finance. These flows 
had dropped to the $121 billion 
seen in 2002. The institute expects 
they will increase by $40 billion (to 
a total of $162 billion) this year and 
then rise further in 2004 — to I 
$186 billion. » | 
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"s by Niranjan Rajadhyaksha 

= | 

=< CONOMIC theology has its is far lower than the 6.5%-plus that I 

22-4 version of the original sin — a most domestic economists are I X 

= high fiscal deficit. Many of India's predicting. E 

=< economic ills have been the result br E 

= of it, or so said the consensus of t Š 

^ the last decade. HE jobless recovery in the US is. | Š 

= But last week, two influential political dynamite. There are i 

e policy-makers called for a more fears that offshoring to countries | SHELL HAZIRA GAS 

#~ subtle and tolerant attitude to fiscal | like India will worsen the ° 

P- deficits. Speaking at the annual employment situation. A few LNG rivalry 

= Fund-Bank meeting at Dubai, the months ago, Forrester Research | 

=< new RBI governor Y.V. Reddy said estimated that 3.3 million jobs | AST week, amid a lot of fanfare, 
=~ that though our high fiscal deficits could move out of the US by the I [ 54 Hazira Gas unveiled its two 
=< do hold back the economy, they are | year 2015. | cryogenic liquefied natural gas 
=~ notan overriding concem. This is Is there a way to soften the | (LNG) storage tanks. Those in the audi- 
~~ because our public debt is to a blow? McKinsey Global Institute ` ence, including Union petroleum min- 
al large extent held by domestic has estimated in a new study that | ister Ram Naik and Gujarat chief minis- 
=< investors rather than foreigners, $1.45-1.47 of value is created . ter Narendra Modi, were probably 
e > most borrowings are at fixed globally for every $1 of work sent | wondering what the song and dance 
— interest rates, and there is little abroad. And 78% of this extra value | — wasallabout. 

€. dependence on short-term debt. is “captured” by US companies. The | After all, only 60% of the work on the 
a= And, in an interview with the country where the work moves gets | — 2.5-million tonnes per annum (mtpa) 
= a Financial Express, former finance only 33 cents. | LNG terminal at Hazira has been com- 
w= secretary Montek Singh Ahluwalia, Using a model developed by the | pleted. Only $260 million out of the 
a a fiscal purist till recently, said the University of California and the I planned $600 million has been in- 
= IMF's insistence “that every time Brookings Institution, McKinsey | vested. And there's still a year to go be- 
- 2 there is a crisis you should reduce says that displaced American -fore they are commissioned. ‘Making an 


event out of a non-event' was how Naik 
described it. 

So what was Shell's song and dance 
all about? Rival Petronet India is setting 
up a5 mtpa LNG terminal at nearby Da- 
hej and is to commission it six months 
before Shell's tanks are ready. So, by 
bringing potential consumers to see the 
facility, Shell probably hopes to get 
ahead of Petronet. Together, the two 
companies are investing $1.5 billion 
that they have to make money on. But 
they also have to contend with Oil and 
Natural Gas Corporation, which pro- 
duces LNG locally at a much cheaper 
price. But as of now, Shell proposes to 
bring gas from Oman and Malaysia. 

Royal Dutch/Shell group managing 
director Malcolm Brinded played down 
the rivalry, but Shell, which controls a 
third of the world's 14 natural gas lique- 
faction units, is already game enough to 
try some new tricks. It thinks it can make 
five-year contracts work in India, even 
though the norm is 25 years. a 
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HE rivalry between chipmak- | 
ers AMD and intel took an in- 
teresting turn this week. AMD 
oM. launched its 64-bit processor 
for db. and notebooks in the belief 
‘that computers based on 64-bit proces- 
‘sors will become pervasive by the year 









— from that of Intel, which has no 
- roadmap for the 64-bit desktop proces- 
5 T soratthe moment. 

z < AMD's new processor will be avail- 

^ : able from next week. Three Indian 

.'* companies — HCL, Zenith and 

^^^ Wipro — are soon expected to. | 

sell computers using this 1 

.. processor. HCL will use the chip - 
for its Infiniti Orbital PCs. Some 
oi overseas companies like Hewlett- 

— Packard have also said they would 
sell desktops and notebooks using 
AMD 64-bit processors. 

- AMD actually launched four 

. versions of the chip. They are the 
Athlon 64 FX-51, and the cheaper 
and slightly slower Athlon 64 3200+. 
The company also has notebook ver- 
sions of both. The launch is an opportu- 
nity for users to upgrade their systems, 
as the processor is compatible with 32- 
bit operating systems as well. 

“AMD says this processor handles 32- 
bit applications better than other 32-bit 
processors, In its own benchmarking, 
AMD rates its Athlon 64 FX desktop 
processor 15% better than the best 32- 
bit processor from its competition. Un- 





like Intel, AMD believes that today's | e 


multimedia games need the power of 
64-bit computing. As Epic Games 


2006. That strategy is markedly different 





founder CEO Tim Sweeny said, 64-bit | 


| computing would let gamers count the 
beads of sweat on their opponents. 


AMD had earlier persuaded many | 


software vendors — Microsoft, Nvidia, 
Red Hat.. 


version of its 64-bit Windows XP exclu- 


sively for the AMD 64-bit processors. | 


AMD had carried the 
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| 64-bit processor. The idea is to let users 


. — to work with it on the new | 
processor. A 64-bit Linux version is now | 
available. Microsoft haslaunched a beta | 














basic x86 architecture of Intel on to the 


get the feel of 64-bit computing early oni. 
in its evolution, on 32-bit applications 
"There is no need then to change yo 
machine when 64-bit operating. sys 
tems and applications come in,” say 
Sanjeev Keskar, AMD's India manager, ` 
in contrast, Intel had used a com. 
pletely new architecture for its 6 
Itanium processor for servers. itar 
does not run 32-bit appli 
tions. In fact, thet two Cor 

























" Intel Developer Foru um 1 (DE) atSan 
` Jose this month, Intel chief technol- 
ogy officer Pat Gelsinger hadan-. 
nounced that desktops: worl be 
ready for 64-bit computing fora ` 
few more years. He was surely antici 
pating the AMD launch. 

“64-bit applications are not avail- 
able for the desktop,” says Amar Babu; - 
director (sales and marketing) for Intel 
in South Asia. Intel also believes that 64-- 
bit computing is necessary only when : 
the desktop memory crosses four gigas 
bits. Few desktops now use so much. 
memory (costing atleast Rs 60,000). — 

At the IDE Intel had launched a new 
processor, the Pentium 4 Extreme Edie... 
tion, to take on AMD Athlon 64. Intelis 
purportedly working on adding 64-bit 

capabilities to 32-bit processors, The 
project, code named ‘Yamhill, has pes 
kept secret, AE 
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CAPITAL MARKET 


VCs tango with Sebi 


There is a rush to register with the market regulator 


AST year, sixforeign venture 
capital funds were regis- 
tered with the Securities 
and Exchange Board of In- 
dia (Sebi). Now there are 


j nine. Three big-ticket funds — General 


Atlantic Partners, The Carlyle Group 
and WestBridge Capital Partners — got 


X 7 themselves registered. That made other 
© VCs sit up. 


The first six VCs to register did so to 


.. make repatriation of funds easier. The 
\ Reserve Bank of India (RBI) asked 


—7 unregistered VCs for a lot more pa- 


—, critical amendments to the Sebi 


' .VGsto comply with it. 


\ VCs. Funds such as eTec Ventures, 


: themselves for this reason. 


' now. For one, Indian VCs regis- 
. tered with Sebi do not have to pay 


' reason is that if a VC is registered 
J. with Sebi, it can sell its shares in a 


~ Non-registered VCs have to wait 


' to allow even registered VCs to in- 


pers than they asked registered 


Americorp Ventures and Hexa- 
gram Investments registered 


But the reasons are different 


capital gains tax. Some foreign VCs 
expect to get the same treatment if 
they register with Sebi. The second 


company as soon as it is listed. 
for one year. Besides, Sebi is likely 


vest in listed securities. 

With the capital market regula- 
tor now meeting some of the in- 
dustry's long-standing demands, 
the queue to get registered is likely 
to grow longer. According to senior 
Sebi officials, it will make some 


(Foreign Venture Capital Investors) 
Regulations, 2000, to get foreign 


A lot of new regulations are 
progressive. Till now registered 
funds were not allowed to invest in 
listed companies because it was 
considered a paper wealth rather 
than real wealth creation. Now one 
of the most critical amendments 
pertains to allowing foreign ven- 
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ture capitalinvestors to put in up to 40% 
of their corpuses in companies listed in 
India. This will immediately open up 
new investment avenues for funds, but, 
more significantly, sectors like manu- 
facturing and retail would have access 
to fresh capital. Sebi is also expected to 
permit funds registered here to invest a 
portion of their corpus overseas. The 
sub-committee set up by the regulator 
to work on the amendments is expected 
to submit its report in a month. 


GENERAL ATLANTIC PARTNERS 


cEo: Abhay 
Havaldar 


GLOBAL FUNDS: $5-billion 


corpus under 
management 


INDIAN FUNDS: No 
specific allocation, 
invested $120 million 
so far 


ceo: Kanwaljit 
Singh 

GLOBAL FUNDS: $16 
billion 

INDIAN FUNDS: $100 
million allocation from 


Pan-Asian $170 million 
CAVP Il fund 


WESTBRIDGE CAPITAL PARTNERS 


ceo: Sumir Chadha 


GLOBAL FUNDS: NA 
INDIAN FUNDS: $140 


million out of which 
about 60% has already 
been invested 
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Like entry, exit norms, too, are better 
now. Unlike earlier, they can sell their 
holdings at the time of listing. There is 
no one-year-from-date-of-listing lock- 
in any more. 

Take the case of General Atlantic, 
WestBridge and Carlyle. They represent 
the private equity investment profile 
that has come to replace venture capital 
over the last 3-4 years. Private equity, 
unlike venture capital, implies late stage 
investments in mature companies, 
where exits happen almost always 
through a public listing. General 
Atlantic's $100-million investment 
in Patni Computers, for example. 
Patni is slated to go in for a listing 
shortly and GAP is likely to either 
partly or fully exit the investment at 
that stage. 

Now, if GAP had invested in 
Patni through the FDI route, taking 
the approval of the Foreign Invest- 
ment Promotion Board (FIPB), it 
would either have had to sell all its 
shares at the time of listing or re- 
main locked-in for a year post-list- 
ing. Registered funds are cate- 
gorised as FVCIs and are exempt 
from the one-year lock-in period. 
GAP's India chief Abhay Havaldar, 
however, says: "We registered pri- 
marily because of capital gains and 
dividend regulations are better for 
registered venture funds.” 

Last month, WestBridge Capi- 
tal made a similar move by picking 
up a minority stake in ICICI One- 
Source. Carlyle is the only excep- 
tion. The firm registered its First 
Carlyle Venture Partners III fund 
with Sebi eight months ago, but is 
yet to announce any investments. 
However, Carlyles mandate in In- 
dia is clearly to look at merger and 
acquisition opportunities, primar- 
ily in the business process out- 
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. The mood is upbeat and the idea unpar- 
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GUJARAT GOING GLOBAL 


Q: On the eve of mega event - Vibrant 
Gujarat: Global Investors' Summit 
2003, how are you feeling? 


alleled. In the context of changing world 
economy, Gujarat is your best bet. Vi- 
brant Gujarat — Global Investors' Sum- 
mit will be a turning point for Gujarat 
and the country. 

The idea behind holding an investment 
summit at this time and of this magni- 
tude is to combine commerce and cul- 
ture, trade and tradition, entrepreneur- 
ship and entertainment. Our motto is to 
turn red tape into red carpet. I will ex- 
tend it to the districts, thus creating ma- 
chinery that works positively. 


Q: Big plans, big event. Tell us some- 
thing about the comprehensive effort 
undertaken in the build-up to the first 
of-its-kind investors' summit. 


The entire event has been meticulously conceived and planned 
and is being professionally managed. The focus areas have been 
carefully identified, keeping the Gujarat's strengths in mind. The 
project proposals have been drawn on the basis of requirements 
of the state's potentials and development. Crisil has been help- 
ing us structure the projects. The marketing and promotion of 
the state as well as the event is competently carried out. 

I have sent a record number of email - 67 lakh emails — in con- 
nection with Vibrant Gujarat and Navaratri Festival. I receive an 
average 30,000 responses per day in reply to the virtual invita- 


. tions to attend Vibrant Gujarat Global Investors’ Summit. 


Teams from iNDEXTb, FICCI (partners in organizing the event) 
along with my colleagues and I myself have been around the 
world talking to investors in US, Canada, France, Germany, UK, 
China, Australia and Switzerland. 


Q: You say Gujarat is India's best bet. What are the specific 
areas for attracting investments? 


Certainly, Gujarat is the focal point of India's economic develop- 
ment, with the state having the potential to be the ideal entry 
point for foreign investments. The State Government has iden- 
tified more than 100 projects and planned to develop 72 
clusters.Gas and port-based industries, Agro industries will 
be the thrust areas. The focus is on developmental issues and 
making Gujarat a wonder of the world. The plans include mak- 
ing the state a center of excellence in the fields of education, 
entertainment and services. 

Q: What about attracting IT and Biotechnology related invest- 
ments? 

IT does not mean how many software producers are located in 
your state. To me the IT infrastructure that helps people is more 
important. IT-IT-IT. i.e. on this Gujarat is exceeding not only 
in India but is competing against global benchmarks. Informa- 
tion technology plus Indian talent is equal to India Tomorrow. 





Shri Narendra Modi 
Chief Minister, Gujarat 


Information technology may be busi- 
ness for some people, for me it is sim- 
ply a backbone for business and de- 
velopment. To me, e-governance is 
not simply electronic governance; it's 
effective governance and easy gov- 
ernance. 

You must be aware that Gujarat is the 
state with the highest number of ISPs 
and has a very high teledensity —well 
above the national average. The opti- 
cal fibre network is well laid in the state 
and Gujarat State Wide Area Network 
is the biggest network of its kind in Asia. 
I have equated BT with Bharat Tomor- 
row. And biotechnology is one of the 
thrust areas that the Gujarat govern- 
ment has identified for Vibrant Gujarat. 
The government has announced 
biotech projects related to vaccines, 
disease diagnosis, therapeutic proteins, 
bio-informatics, bio-environment, biotech park and software sup- 
port for biotechnology. 





Q: How much are you planning to attract in terms of invest- 
ment? 


About the extent of investments, sky is the limit. 

In fact, the new policies that have been announced speak vol- 
umes about the global outlook of the State, with benefits accru- 
ing to the 50 million people. The path breaking policies will 
play a major role in transforming Gujarat into a global player. 
Q: When it comes to Gujarat, Mr. Narendra Modi believes it's 
full steam on all fronts. 

The reasons for such optimism? 

Plenty. The state government has charted out a vision to be an 
Asian Leader and thereby transform Gujarat to be a major player 
in the global arena. 

Path breaking initiatives in HR and Environment related issues 
are addressed. Major reforms in tax, Energy and Labour have 
been the priority. The State Government is determined to sup- 
port an entrepreneur from conception to commissioning and 
thereby facilitating an investor for ‘quick’ solutions to his prob- 
lems, give him a feeling of ‘comfort’ and creating an atmo- 
sphere, which captivates potential investor to Gujarat. 

Shell has recently signed a deal with Gujarat Maritime Board to 
set up a 5-million-tonne per annum LNG terminal and develop 
the Hazira port. Of the Rs 2,760 crore projected cost, Rs. 1,104 
crore has already been invested. The consideration was obvi- 
ously the port, but more importantly Gujarat's potential. 

Over the last 12 years, the state has received Rs 1,98,096 crore 
in private investment- next only to Maharasthra. Cities of Gujarat 
have low real estate costs, uninterrupted power supply, 50,000 
graduates passing out every year and a well-networked com- 
munications infrastructure, besides low attrition rates. The labour 
environment is extremely good. We have skilled, competitive 
and peaceful labour force. 











The "state! Soi Orient led dis Chief Minister Shri 
arendra Modi, has charted out a vision to be an Asian 
Leader and m on Gujarat into. a apr 

















an environment of easy access to all intor- 
ion needs of an en trepreneur_ and. speedy clear- 
25 : A captivating « perience for an investor, 
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- * Urban infrastructure comparable with other mature. 


. cities. Improve quality of life. | 
ok Synergy between education institutions and industry. 


Producing quality human resource in line with Cons. 


. temporary requirements of industries. 
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sustain common facility centres. 
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' To usher in a new era of Green Revolution by exploit- 
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Tourism Policy 
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. To promote. and showcase. Gujarat Tourism, int 
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mentation of mining policy. 
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steps for improving infrastructure, improving tex 
nology and the working conditions for labour. | 
Set up a consultative committee under the chair 
ship of minister of mines and miner | 

state government on the mining policy. 
To study important and major mineral pro 
Gujarat and initiate steps for value additi n- 
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PHARMACEUTICALS 


August 
turnaround 






EEOpSE c ^ 
\ / |Ranbaxy 

| Nicholas Piramal — 
Sun Pharma. — . 1 
Dr Reddy's Lab 
Zydus-Cadila - 






| Aventis 


All figures in 1% ; 


RE things looking up for the 
pill-pushers? After a disap- 
pointing first half, things 
seem sunnier for the 
Rs 18,000-crore-plus pharmaceutical 
industry. Retail sales grew by 7% in Au- 
gust according to market research firm 
AC Nielsen ORG-Marg. Good mon- 
soons and stability in prices seem to be 
the key contributors. The industry may 
well end the year with a 7% growth. 
That's good news. ACN ORG-Margs six- 


—, monthly review, released this week, 


pegged value growth at a mere 3% in 
January to June compared with 1196 in 
the same period last year. Though fac- 
tors like scanty rainfall, the VAT im- 
broglio, etc., were the culprits, the in- 
dustry too, is to blame. Price 


4 company growth 


Value Volume | 
growth growth | 





? Category growth 


Value Volume | 
growth growth | 





| Category 


| Anti- infectives — — 
| Gastro intestinals — 
| Respiratory Sis NES 
| Cardiac therapy | Š £ pi 
| Gynaecologicals pite 

| | Dermatologicals E XT 
| Neuro- -psychiatry X x 
| Anti- diabetics - K. Aà 
| Anti Te om, CÓ 
Source: ACN ORG- -Marg Market Intelligence Jan- Jun, 2003) 





undercutting and mindless launches — 
both triggered by the imminent product 
patents regime in 2005 — took their toll. 
“Rampant price reductions have ren- 
dered price an inactive instrument in 
creating value growth,” says Gauri 
Pathak, senior manager at ACN ORG- 
Marg. For example, in antibiotics, the 
single-largest therapy group, sales fell by 
3%, though volumes grew by 7%. Lead- 
ing companies continued to struggle. 
Only Cipla and Sun showed double- 
digit growth. Sun’s headstart in niche, 
high-growth segments like cardiovascu- 
lar, diabetics and psychiatry helped. 
Unlike many others, Cipla has managed 
to prevent its slew of new products from 
eating into the existing brands. a 

GAURI KAMATH 


Daksh’s Philippines buy 


AKSH eServices, the 5,000-people Gurgaon-based BPO company, is set 
to acquire a Philippines-based BPO firm within a month. It has asked its 
HR and operations teams to gear up for the acquisition. 

Early this year, the company had lined up a $20-million investment plan 
for domestic and overseas expansion. At that time, Daksh eServices CEO 
Sanjeev Aggarwal had said that $7 million-8 million had been allocated for 
expansion activities in India, $3 million-5 million for deployment in overseas 
expansion projects (like marketing efforts) and the rest for acquiring the 
company’s first overseas centre. The overseas entity to be acquired is 
expected to be a 500-1,000-seat facility. LH 
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Media buzz 


SONY'S NEW HIT — THIS show 
has audiences and media buyers 
talking. Jassi Jaissi Koi Nahin rat- 
ings are soaring — over four on 
the TRP charts in the first two 
weeks. The rating suggests that 
unlike Sahara's Karishma, which 
in spite of a huge advertising cam- 
paign had a TRP of less than one 
in the first week, a large number of 
viewers are sampling Jassi. 

That should give CEO Kunal 
Dasgupta something to cheer 
about. Especially because all 
the Top 50 shows on TV are Star 
Plus shows. 


FROM TV TO FILMS — EARLIER, it 
used to be big-time film-makers 
who got into television. Now at 
least half a dozen of Mumbai's 
successful TV producers are taking 
to the big screen. There is Sanjiv 
Sharma and Vipul Shah's Rs 20- 
crore Optymystix Entertainment, 
which produces Khulja Sim Sim 
and Kismey Kitna Hai Dum, among 
other shows, for Star Plus. Sharma 
will direct the Rs 2-crore East to 
West scripted by Shah. The film is 
scheduled for release in mid- 
2004. Creative Eye's Dheeraj Ku- 
mar is working on Abracadabra, a 
3D-plus film scheduled for release 
in April 2004. He also has the 
$3.5-million Behind the Painted 
Veil, a joint-production with an un- 
named English company to be di- 
rected by Roger Christen. Consider 
Contiloe Films (Sssh Koi Hai and 
Krishna Arjun on Star Plus) and 
Cinevista, among others, and the 
trend becomes clear. Ë 
VANITA KOHLI-KHANDEKAR 


TAM YOUR IDEN 


LOOK F OR ( | 
LOOK FOR (A. 
GONE _ 


Choose a career where you can innovate and deliver results 


The best part of having an idea is making it happen. At Accenture, you can enjoy 

an innovative environment where challenging and interesting work is part of daily 
life. You can now join ranks with a network of over 80,000 people in 47 countries 
across all Accenture businesses. 


Human Resources Leaders 
We are looking for HR 
leaders who can help us 
develop large, high-quality 
workforces in our expan- 
ding Technology and 
Outsourcing businesses in 
India. This opportunity will 
involve partnering with 
experts from our global HR 
community and leading 
teams of dynamic HR 


professionals to shape our 
fastest growing businesses. 


As an experienced 
professional with 
exceptional leadership, 
organization and 
management skills, you will 
conceptualize and 
implement progressive HR 
strategies. You will be 


responsible for building high 
calibre teams to achieve 
delivery excellence, thereby 
enhancing stakeholder value. 


So if you have a passion for 
HR, we invite you to call at 
+ 91 98862 99930 to speak 
with us. After all, it's not 
how many ideas you have, it's 
how many you make happen. 


> 
accenture 


Accenture is an equal opportunity employer. 


e Consulting 9 Technology * Outsourcing » Alliances Innovation delivered, 











PRESENTING FREEDOM. THE STUNNING, NEW-AGE WORKSTATIONS FROM FEATHERLITE. 


@ 


We help you work better Mass customisation Modularity Flexibility Comfort 


Featherlite Products (P) Ltd. 
#2, Timberyard Layout, Mysore Road, Bangalore-26. Tel: 080-6741006/0553/5002 Fax: 080-6740449 email: sales@featherliteindia.com www.featherliteindia.com 


EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 22291948, 22299464 CHENNAI: 28256251, 28232764 DELHI: 26419789, 26483437, 26210381/2 
GOA: 2224119 HYDERABAD: 27808906, 27802602 MUMBAI: 24375375, 24377384 MANGALORE: 440941 PUNE: 6120688, 4012817 VISHAKAPATNAM: 2552047, 2530770. 


í 


DEALERS: BEGUSARAI: 25344 COIMBATORE: 230485, 231699 MYSORE: 424946 PORT BLAIR: 32683. 30652 RANCHI: 200754 SURAT: 472170 TINSUKIA: 2340591 
VIJAYAWADA: 474727, 474222. RESIDENT REPRESENTATIVES: BARODA: 2782543 THIRUVANANTHAPURAM: 338959. 98473 31992 
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. fast expansion pace 


like Wal-Mart. Yet, Wal- 


RETAIL 


“China is saturated" 


THERE is yet another India-China face- | more cautious, using an ‘escalator’ ap- 


off that’s brewing. This time it is in retail- 
ing. China, which has already opened up 
the sector to foreign direct investment 
(FDI), obviously has a head start. How- 
ever, despite FDI restrictions, India has 
enough potential to keep international 
retail majors interested. In fact, accord- 
ing to management consultant AT Kear- 


. neys recently released second Global Re- 


tail Development Index (GRDI), India 
has moved up one rank to No. 5 in terms 

of attractiveness to global players. 
. China’s rank has dropped from one to 
three. In an email exchange with BW s 
Aarti Kothari, Fadi Farra, manager and 
co-leader of the study, discusses the 
prospects of the two countries. 


m Why has India registered a gain and 
China dropped down marginally? 

China dropped down this year as eight 
global retailers entered the country sat- 
urating the market. Also, local incum- 
bents have consolida- 
ted and forged new 
alliances. For India, on 
the other hand, the key 
variable that has im- 
proved is 'economic 
and political risk’. The 
difference between the 
GDP growth and ‘retail 
. modern area' growth 
has also increased by 
two points over 2002. 
















m What kind of model 
\ isappropriate for 

' India? How does it 

.; compare with China's? 
There are no country 
rules. Carrefour, a 
French chain, used a 
"wait-end-see" ap- 
proach followed by a 


when it first entered 
<7 China, and is now de- 
“veloping with two 
\/ types of retail stores 


Marts approach is 





proach, i.e., covering one area after the 
other rather than opening a number of 


stores in all regions. DairyFarm has ag- | 


gressive expansion plans for India and | 


Metro might follow soon. We recom- 
mend playing a combination of formats 
stressing on the most successful one 


during the implementation phase. A | 


mix of supermarket and discount stores 
would most probably fit the Indian mar- 





ket although the type of format depends | 


on the retailer's competitive advantage. 
Thekeyisto switch between formats ac- 
cording to circumstances. For example, 
in Thailand, Tesco entered with hyper- 
markets (Tesco Lotus), then conve- 
nience stores; it now plans to expand 
with supermarkets. Casino entered with 
its Big C hypermarkets and is now 
launching a Leader Price discount store. 


and 4,000 stores across China. Similar 
efforts in other countries are forcing in- 
ternational retailers to step back and fo- 
cus on reinforcing their existing bases. 
Although local retailers enjoy higher 
margins than international retailers, 
consolidation strategy might not be ef- 
fective in the long-term as international 
retailers have the experience, the buy- 
ing power, IT systems and cash flow to 
tolerate lower profits in the initial years. 
Indian retailers might have to go in for 
expansion to get a higher scale. 


m What is the one big disadvantage 


. India has as opposed to China? 


m How are the existing domestic players - 


likely to counter this competition? 
Consolidation of local 
example, in China, 


retailers combined op- 


enues of $8.4 billion 


Fadi Farra feels share- 
holder DairyFarm will 
expand FoodWorld 
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players is a must. For | 


three Shanghai-based | 
` s Which global players are likely to 
erations to form Bail- | 
ian, which has rev- | 





Fourteen international food retailers are 
already present in China as against 
none in India. India is a difficult market 
to enter: FDI is regulated, retail owner- 
ship by foreign companies is limited 
and taxes are high. The government is 
facing growing pressure to liberalise the 


| retail sector (17 licences are required to 


enter the market today), which will in- 
evitably result in strong opposition from 
the country's 12 million small traders. 


enter India? 

India is already in the 'on the radar 
screen' category of the GRDI and will 
most probably move up the ranks next 
year, although entry of new players 
might reduce its 'number of interna- 
tional retailers in the country' score. Re- 
gional retailers like 
NTUC Fair Price (Sin- 
gapore) might make 
the first move based on 
their local knowledge. 
Market entry of the 
likes of Metro might 
lead to other European 
players entering the 
arena. It is unlikely that 
the US food retailers 
will enter India imme- 
diately as only Wal- 
Mart and Costco are 
active overseas and 
other parts of Asia are 
yettobeexplored. M 


.. the ongoing resignation drama 


«7 agreeing to stay on in the Union 


— human resource development 
for control ofthe party. 


_/ these senior BJP leaders has ex- 
_ ploded into a full-scale battle 


> Parivar down the middle. The 


. Swayamsevak Sangh (RSS) back 


«7 section of the RSS are quickly 
vV closing ranks behind Advani. 


/ byprime minister Atal Bihari Va- 
.... jpayee when he returns from the 


POLITICS 


The battle for BJP 


Joshi is keen to oust Naidu and wrest control 


HE BJP is gripped by 
leadership convul- 
sions again. Only 
this time, the tussle 
is between deputy 
prime minister L.K. Advani and 
minister Murli Manohar Joshi 


The latent tension between 


that threatens to split the Sangh 


Vishva Hindu Parishad (VHP) 
and a section of the Rashtriya 


Joshi, and the BJP and the other 


There are indications that 
is likely to end tamely with Joshi 
Cabinet after being “persuaded” 
US this weekend. But this by no means 
will douse the flames ignited by the Rae 


Bareily court’s unexpected judgement 
freeing Advani in the Babri Masjid de- 


` molition case while ordering charges to 


be framed against Joshi and six others. 
Joshi camp followers maintain that 
he is determined to claim Advani loyal- 


' ist and BJP president Venkaiah Naidu's 


Y . scalp to get even with the deputy prime 


minister for the twist of fate that has 
cleared the way for Advani in the race to 
succeed Vajpayee. If Advani is in line for 
the post of the next PM, provided the 
BJP-backed National Democratic Al- 
liance (NDA) wins the Lok Sabha polls 
next year, then the party lead post 
should go to Joshi. At least, that is the 
thinking among his supporters now. 
The battle-lines are being drawn al- 


. ready. In the aftermath of the court or- 


der, Joshi loyalists are making a pitch for 
the HRD minister to take over the party. 





e 





Murli Manohar Joshi: Can he be party president? 


Naidu's term technically ends in Octo- 
ber but till the present crisis broke, it was 
a foregone conclusion that he would be 
re-elected. The demand that Joshi be- 
come party president seems to be a bar- 
gaining chip to get Naidu out and install 
a loyalist, or at least someone who is 
more neutral. 

In an election year, the party presi- 
dent's post is vital, especially for ticket 
distribution, campaigning and public- 
ity. Ousting Naidu would be the first step 
to gradually take the party away from 
Advani who has till now managed to 
keep it firmly in his control by appoint- 
ing his loyalists in key positions. 

So the campaign against Naidu is 
on. Sources in the Joshi camp list the 
complaints against him. Naidu did not 
invite Joshi to the recent meeting of 


ministers at his residence. He has never | 


called Joshi to any strategy session. And 
he did not conveyed the party's line on 
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the Babri Masjid case. In other 
words, Joshi was unaware that 
the party had decided that none 
of the ministers need resign if 
they were charged. 

Joshi cannot, however, effect 
this change without support 
from the RSS and Vajpayee. Cer- 
tainly, the Advani-controlled 
party will never agree. Joshi is 
counting on RSS chief K.S. Su- 
darshan to back him in this bat- 
tle. Sudarshan is known to 
favour him, perhaps because the 
HRD Minister has always made 
it a point to keep the RSS on his 
right side by accommodating 
the Sanghs interests in appoint- 
ments, school curriculae, etc. 

It is also significant that the 
RSS spokesman Ram Madhav, 
who is said to reflect Sudarshan's 
opinions, issued a statement this 
week praising Joshi for quitting 
his ministerial post. However, 
the RSS is split. Sangh joint gen- 
eral secretary Madan Das Devi is 
not particularly close to Joshi and is said 
to be more inclined towards Advani. An- 
other Sangh heavyweight, H.V. Se- 
shadiri, is believed to trust Vajpayee's 
judgement more than anyone elses. 

The scales then will probably be 
tipped by Vajpayees decision. He is cer- 
tainly annoyed with Naidu, particularly 
after the party president kicked up a 
storm by announcing that the BJP 
would jointly project Vajpayee and Ad- 
vani in the next elections as vikas pu- 
rush and lauh purush respectively. The 
PM may block Joshi's appointment as 
party president but he could agree to the 
appointment of a more neutral person. 

However, the HRD minister's loyal- 
ists admit that any change will be imple- 
mented only after the November as- 
sembly elections. But most expect 
things to start hotting up after Vajpayee 
returns home this weekend. 

ARATI R. JERATH 
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LIC's BIMA PLUS mno. 140 


(Capital Market Linked Insurance Plan) 


BIMA PLUS is a unique policy under which your life is insured and you also get access to the capital 
market with minimum risk. 


Insurance Bhi.... Investment Bhi... 


Features: 


BIMA + Option to encash 50% of units after 3 years. 
+ On maturity-bid value of the fund with maturity bonus at 5% of sum assured. 


+ Tax benefit u/s 88 & 10 (10) 'D' 
+ Option to top up the investment in multiple of Rs.5,000/- additionally upto maximum S.A. of Rs.10,00,000/- 


On death, the bonus at 596 of sum assured along with S.A. and bid value of funds units. 


Name Aunnualised return as on NAV as on 13th September 2003 
Of the fund | 3th September 2003, since inception 


ale offer price Nepurchase bid price 







































Balance 24.8496 15.8925 15.0979 
Secured 27.5596 16.5377 15.7108 
Risk 42.2196 20.0154 19.0146 





For more details, contact your nearest LIC branch or agent 


KD) Life Insurance Corporation of India 
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SUNDANCER SUNSHINE 
(2-4 yrs.) (2-4 yrs.) 








DEVIL DX RANGER MAX RAZOR BACK 


(10 yrs. onwards) (15 yrs. onwards) (15 yrs. onwards) 





NEON LADY DX MISS INDIA 


(18 yrs. onwards) (15 yrs. onwards) 





JET PLUS 
JET 1 


Or p S 


When you are a Hero, expectations increase and so do the responsibilities. Everybody begins to deman« 





quality. And newer technology. At Hero cycles, not just meeting but exceeding the demands of our discr 
been our top priority. And this philosophy is there to be seen in every bike that we have put on the road till 
the beaten path. Each bike has transported cycling to a completely different plane. And each bike came w 
some tamed rough terrains. the others blurred city landscapes. No matter what the role, Hero has alwa 





LARGEST MANUFACTURING OF CYCLES IN THE WORLD. 88 COUNTRIES. 136 MODELS. MORE THAN 50% MARKET SH 





BLAZE ROBO COP KIDD DX 
(2-4 yrs.) (3-7 yrs.) (3-6 yrs.) 





NITROGEN SWING SE SIREN 
(15 yrs. onwards) (15 yrs. onwards) (8-15 yrs.) 





4 NEON HAWK NU-AGE 
wards) (18 yrs. onwards) (18 yrs. onwards) 





CROWN ROYAL 









"e variety. Greater 
»mers has always 

bike has been off 
of purpose. While 


-Andaiwayswil. THERE IS ALWAYS A BETTER WAY. 


T. 19,500 CYCL ' 


National Bicycle Ind. Co., Japan. 


manufacturer of brand bicycle 


National/Panasonic 
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»by niranjan rajadhyaksh 


an Uncle Sam 
save the day? 





You can email Niranjan 
Rajadhyaksha at 
niranjan r&hotmail.com 


Chances 
are that 
the sins 
of the US 
economy 
will lead 
to far 
more 
pain than 
it did in 
the 1980s 






VER these past 10 years, traders 
in the currency and equity mar- 
kets have perfected the art of 
knocking over entire economies 
as if they were ninepins in a 
bowling alley. There was Mexico in 1994, East 
Asia in 1997, Russia in 1998 and Argentina in 
2003. Is the US next in line? 

The world's largest economy is in a financial 
mess. The budget deficit is estimated to touch 
$455 billion this year, or 4% of GDP. The current 
account gap will cross the $500-billion mark. 
Other countries have been wrecked by such 
profligacy. The reason why the structural im- 
balances should worry us all — they can pull 
the rest ofthe world economy down as well. 

The equity markets seem to be curiously 
sanguine about the mess in Americas finances. 
Share prices are recovering, but other financial 
markets have shown more sober responses. 
Despite the US Federal Reserves efforts, inter- 
estrates havestarted inchingup. And the dollar 
has slipped again after the G-7 countries called 
for realigning interest rates to help the US re- 
duce its gaping current account deficit. 

So who has got it right — the equity market 
or the currency market? The US economy is 
well on course towards a recovery, albeit a job- 
less one. Other economies will benefit if the US 
economy starts chugging along at a faster pace. 
The global equity markets are betting on it. But, 
the current pick-up in the US economy could 
be temporary due to a combination of tax cuts, 
lower interest rates and spending on the Iraq 
war. This is old-style Keynesian demand man- 
agement, overseen ironically by an archconser- 
vative president. They cannot address the 
structural problems in the US economy, espe- 
cially the gaping twin deficits in the federal 
budget and the current account; that will re- 
quire a cut in spending and a cheaper dollar. 

Bush andhis acolytes have overseen the de- 
struction of US finances at a rate that will put 
our own politicians and bureaucrats to shame. 
Most of the imbalances are being financed by 











Asian central banks (including Reserve Bank of 
India), which have been unquestioningly in- 
vesting their bulging foreign exchange reserves 
in US bonds. China alone has invested almost 
$470 billion of reserves including that of Hong 
Kong. What if they stop investing their reserves 
in US bonds? The dollar might collapse. In- 
vestors could then ask for higher interest rates 
to protect their capital, sending the debt-rid- 
den US economy into further trouble. And 
growth would stall — the world over. 

Is this irresponsible fear-mongering? 
Doubting Thomases must read star economist 
Paul Krugmans interview by calpundit.com. 
He says: "We're headed for some kind of colli- 
sion, and there are three things that can hap- 
pen. Just by the arithmetic, you can either have 
big tax increases, roll back the whole Bush pro- 
gram plus some; or you can sharply cut 
Medicare and Social Security, that's where the 
money is; or the US just tootles along until we 
actually have a financial crisis, where the mar- 
ginal buyer of US treasury bills, the Reserve 
Bank of China, says, we don't trust these guys 
anymore — and we turn into Argentina." 

The US economy had painted itself into a 
similar corner in the 1980s, as shown in a recent 
survey in The Economist. The dollar lost more 
than half its value against the deustsche mark 
and the yen after an agreement between the 
rich countries. This decline was managed 
smoothly, but both Germany and Japan, 
booming economies at the time, had to bear 
the costs of this realignment. German compet- 
itiveness was hit. Japan had its infamous bub- 
ble years, from which it has yet to recover. 

The question is whether this adjustment is 
possible today. No, say most economists. Ger- 
many and Japan are close to deflation. China is 
under pressure to free its currency, which could 
destroy its shaky financial system. Chances are 
that the sins of the US economy will lead to far 
more pain than it did in the 1980s. 

Hence the contentious question: will the US 
be the next Argentina? E: 
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Dutch. major 
Royal Philips 
Electronics 
Is trying out 
a unifiec 
marketing 
policy. Will it 
work? 


PADMA DAMODARAN 


HE Breitner Center in Amster- 
dam. Headquarters of Konin- 
klijke Philips Electronics N.V. 
In 1998, Philips moved from 
sleepy Eindhoven to cosmo- 
politan Amsterdam and occu- 
pied five floors of a building that on a 
sunny day you can see reflected in the 
Breitner Center. Two years back, it made 
the spanking new Breitner Center its 
home. And on 1 January 2003, Andrea 
Ragnetti shifted into the 13th floor. 
Ragnetti is chief marketing officer 





iPronto 






LumiLED 





Consumer 


Lighting 


Strategic 
synergies 


Operational 
synergies 


< Philips corporate headquarters, Breitner Center 


for Royal Philips Electronics (as the 
company is known outside the Nether- 
lands). When he came in, it was a first in 
the history of the Dutch multinational. 
Never before had the company had the 
post ofa chief marketing officer. 

In the 10 months since he joined 
Philips from Telecom Italia, he has spent 
his time making sense of Philips' hu- 
mungous product portfolio. His mo- 
ment of glory? The launch of the Con- 
nected Planet at consumer electronics 
fair IFA 2003 in Berlin last month. 

Connected Planet. It is the next step 
after a series of restructurings at Philips. 
And represents the convergence of its 
five business divisions — lighting, do- 
mestic appliances and personal care, 
consumer electronics, medical systems 
and semiconductors. The point of con- 
vergence: a single strategy, a single ad- 
vertising agency and a single position- 
ing: that of a healthcare, lifestyle and 
technology company. The convergence 
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Transforming into one Philips 


electronics 





Defibrillator 
system-on-chip 


Medical 
systems 


Semi- 
conductors 


DAP* 


Display, connectivity, storage, digital video; Brand and 
channel management; New business development 


I. go tn 


Impe iot t mt — — t EE 


Exceed Euro 1 billion in overall savings; 
Shared services: IT, HR, finance, purchasing 


———— A N eranan —— — A E ee — 


* Domestic appliances and personal care 


will be replicated in all Philips sub- 
sidiaries, even in India. Philips calls it 
TOP — transforming into one Philips. 
But, essentially, it is a sign that the com- 
pany is trying to lay to rest the ghost ofits 
nemesis — marketing. That it’s trying to 
change its image as an old timer to that 
of a strong, happening company. 

For long, Philips concentrated on 
technology. And as it expanded across 
the world (41% of its revenues come 
from Europe, 31% from the US, 5% from 
Latin America and 22% from the Asia- 
Pacific), it created a huge manufactur- 
ing base. Yet, it failed to translate those 
bases into marketshares or consumer 
recognition. Today, few consumers 
know Philips as the originator of many 
key inventions, including the CD. Most 
consumers think Sony invented the CD. 

Now Philips’ CEO Gerard Kleisterlee 
is trying to fix it with a single marketing 
vision for all its divisions. This is an im- 
portant change for another reason: it in- 







ee oe 


volves a major shift in the way everyone 
in the 31.82-billion euro company 
thinks — in tuning towards what con- 
sumers actually want as opposed to 
what Philips can make. 

Today, more than 100 years after 
Gerard Philips set up Philips as a lighting 
business in 1891, Philips is the undis- 
puted king of lighting; its bulbs lights up 
the London Bridge, the pyramids and 
Sphinx in Egypt, even the Khajuraho 
temple in India. Yet, that is the only busi- 
ness that Philips can claim to have clear- 
cut leadership in. In consumer electron- 
ics, it is No. 3 in the world in terms of 


Healthcare 






One core SN One isolation. "Over a period 
target per communica- of time, the divisions 
geography tion strategy were being run like com- 

S UE panies within the com- 
One One pany,’ admits Rajeev | 
agency Tech nology design Karwal, former head of 


revenues — and way behind in terms of 
operating margins. In 2001, it had a neg- 
ative margin of 5.9% against Sony's neg- 
ative 0.1696. And in semiconductors, it is 
only the 9th largest (it was in the Top 5 
two decades back). 

Perhaps the main reason why the 
company trailed competition is what 
some analysts call its “addiction to man- 
ufacturing”. Somewhere down that 
century of technological change, 
Philips started making everything 
from irons to MRI scanners to DVD 
recorders, to plastic toilet seat cov- 
ers. It even has 120 variants of its 
electric shaver, Philishave. Yet as its 
product portfolio grew, its market- 
share started dropping. 

In April 2001 Kleisterlee took 
over as president and CEO. In the 


Within Philips, CEO Kleisterlee is 
seen as the man who can change 
the company's fortunes 


Lifestyle 


ROYAL PHILIPS ELECTRONICS 


previous year, Philips had registered 
sales of 37.86 billion euros in 2000 — a 
20% increase over the previous year. In 
2001, when the economy went into a 
tailspin, Philips could not prevent a sim- 
ilar spiral in its performance. Sales fell 
15%. Margins, too, took a hammering. 

The problem was that while all other 
diversified multinationals spent much 
of the 1990s restructuring operations 
(GE started in the 1980s) and focussing 
their business on a few markets that 
they could dominate, Philips continued 
to chugalong the way it had for decades. 
It started restructuring seriously only in 
the late 1990s. 

Now Kleisterlee has 
decided to position 
Philips as a healthcare, 
lifestyle and technology 
company — something 
few rivals can do. This will 
help Philips weld to- 
gether the various divi- 
sions, which were oper- 
ating in splendid 


consumer electronics at 
Philips India and now 
CEO of Electrolux India. 
Kleisterlee is whittling down semi- 
conductor capacity by 15%. He contin- 
ues acquiring medical businesses (to- 
day, it is the fastest growing division and 
contributes 21.5% to Philips revenues). 
And he has sold off the fax and broa- 
dband networks businesses, and music 
company Vivendi Universal, among 
others — to focus on five business divi- 
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sions. "Our cost of operations in 1998 
was $3 billion for $10 billion worth of 
sales," he says. Post restructuring, it 
came down to $300 million on sales of 
$10 billion in 2002. 

As Kleisterlee told BW: "These steps 
(restructuring) have given Philips a 
much better focus and on the basis of 
this focussed portfolio... we are now 
turning Philips into a customer-driven 
and a market-oriented company." 

One marketing vision means five 
simple things: one positioning, one core 
consumer target group per geography, 
one communication strategy, one age- 
ncy (DDB, New York) and one design. It 
means global client management 
teams, and cross-divisional task forces. 
It also means going local in a big way. 

Kleisterlee says Philips is "too old, 
too Dutch, too male". The second bit 
might be changing. Today, Asia is in fo- 
cus due to the size of its market, espe- 
cially for digital and broadband-en- 
abled products. Also, a lot ofthe techno- 
logical initiatives in areas that are core to 
Philips’ businesses — like lighting, digi- 
tal and wireless technologies, and opti- 
cal storage — are currently centred in 
the region, says Tim O’Keefe of the trade 
journal, Digital Broadcasting Australia. 

In June, Philips set up the Connected 
Homes project (the precursor of the 
Connected Planet) in Singapore. Cur- 
rently, there are 30 homes where re- 
searchers study what products con- 
sumers like to use. The homes work 
together with the Eindhoven-based 
HomeLab, part of Philips Research Lab- 
oratories, the hub of research at Philips. 

So, whereas earlier, Philips would 
sell Asians products that were devel- 
oped in Eindhoven, today, it is identify- 
ing what Asians actually want. 

Meanwhile, at the HomeLab, 
young engineers are working on 
open standards for seamless inte- 
gration between products. So you 
have the iPronto, a universal remote 
for all gadgets. Bedrooms, kitchens, 
all are equipped with technologies 
still being tested. The rooms are in 
camera and families are invited to 
live in for a maximum of three days. 
Researchers, including psycho- 
logists and designers, observe the 
families to see how they interact 
with the products. 

You may not want "a toaster that 
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talks, or a juicer with email access”, says 
Stefano Marzano, CEO, Philips Design, 
in a book The New Everyday that he has 
co-edited with Emile Aarts, scientific 
programme director at Philips Resea- 
rch. But you may want a personal area 
network that not only lets you listen to 
audio, but also allows for medical tele- 
monitoring of elderly relatives. "The ris- 
ing costs of hospital-based healthcare, 
plus... the consumers natural desire to 
stay at home, is going to fuel an explo- 
sion in demand for personalised diag- 
nostic and monitoring devices. Philips... 
is uniquely positioned to serve this new 
category," Kleisterlee says. 

To find such products, Philips iden- 
tifies a strategy or a 'topic for a region 
through what Kleisterlee calls "strategic 
conversations". Such topics could be its 
global plans in the area of, say, display 
technologies. The conversations invo- 
lve meeting dealers and consumers, un- 
derstanding consumer needs and rival 
strategies, and passing the data on to the 
company. After this, a strategy is identi- 
fied. “In any of the scenarios we create as 
a result of our strategic conversations, 
building the marketing plan for an ac- 
tivity is the starting point. Then we align 
all the internal resources and processes 
of the company to meet the require- 
ments of... that plan,” says Kleisterlee. 


Aiming high on low-end 


To do this, every Philips employee 
will need to think more about the con- 
sumer. So the marketing vision is first 
ingrained in the marketing force, and 
then in a few “transfer agents” who will 
then spread the word across Philips. 

Some change is evident. Philips re- 
alised young people do not want to be 
tied down to multiple gadgets and want 
to use broadband content anywhere. 
So, Connected Planet offers audio prod- 
ucts like the keychain MP3 player and 
the Stremium range of wireless multi- 
media products. Later it could offer re- 
mote control of lighting and domestic 
appliances through your mobile phone. 

Similarly, the company could pack- 
age mirror TVs along with MRI scanners 
for institutional buyers like hospitals. 
“This will make sense if Philips can get 
synergies across the or- 
ganisation, especially 
in research,” says Nor- 
bert Meyer, managing 
director, strategies4- 
change, a German 
management consul- 
tancy focussed on the 
electronics and semi- 
conductors space. 

This Christmas the 
first of the Connected 
Planet products like 


terlee, visited India to conduct a strategic conversation. During the visit, India man- 


A MONTH back, the four-member Philips board of management, including CEO Kleis- 


aging director K. Ramachandran announced a $150-million investment in the 
country in the next five years. Though details of the investment are not available yet, 
Kleisterlee said there were no plans to set up new facilities. The majority of the invest- 
ment would be to double activities in the software facility in Bangalore, which will soon 
start developing software for medical systems besides consumer electronics. 

Considering that this year the Philips board plans to visit only the US and China, both 
big markets for it, it appears India is seen as an important market too. "We wanted to 
gain a first-hand experience of the way India is developing," Kieisterlee told BW. Kleister- 
lee was especially impressed by President A.P.J. Kalam's vision for India, he says. 

The board also met industry leaders including Wipro head Azim Premji in Bangalore. 
In Delhi and Mumbai, it met bureaucrats and Nasscom chief Kiran Karnik. Philips vice- 
president Gottfried Dutiné visited consumer homes and exclusive dealers. He also visited 
multi-brand outlets to see how Philips compares vis-a-vis other brands. 

Based on these interactions, a strategy for the Indian market will be chalked out. In- 
terestingly, Philips will also use the Indian experience to identify products that can be 
marketed to other developing nations: Philips India will become a “competence centre 
for emerging economies". Such products could be free-powered radios, solar products 
tailormade healthcare solutions like telemedicine and low-end medical products. 

For the parent, this departs from its usual strategy to sell just high-tech premium pro- 
ducts. But the potential in the low-end market is huge, and India can help it there. s 


Philips India's Ramachandran 
is giving the company a more 
youth-based focus 











wireless video gaming and the keychain 
MP3 player will be launched in Europe, 
followed by Asia in the first quarter of 
2004. They will be priced 20% higher 
than rival products. "We want to provide 
products that are fashionable, yet not 
elitist," says Consumer Electronics Busi- 
ness Groups CEO Frans van Houten. 

Some analysts are sceptical. Meyer 
talks of two issues that sti// need to be 
tackled: the lack of adequate alliances to 
promote products and kicking the ad- 
diction to manufacturing. 

Partnerships (and licensing) are an 
important part of any hi-tech business. 
Unless other companies make comple- 
mentary products, a company's prod- 
uct or technology standard does not 
gain widespread use. Philips has failed 
here in the past. Its Video 2000 video- 
tape technology lost 
out to Panasonic's VHS 
despite being superior, 
as Philips failed to li- 
cense the technology 
out to others. "Philips 
did not have the licens- 
ing power," says Meyer. 

Today, Philips is 
trying to change that. It 
has tied up with tele- 
com companies in six 
European nations to 
provide broadband 
content for its prod- 
ucts. It has teamed up 
with Nike to launch au- 
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| dio sports products. Its Senseo coffee 


machines use Douwe Egberts coffee. It 
also plans a number of partnerships 
with local companies in Asia to take on 


| the Japanese and the Korean companies 


in their home ground. Such strategic 
partnerships also open up a range of 
distribution channels that the company 
had no access to before. They are also 
being seen as "a better strategy than 
joint ventures, which take time to 
evolve", says van Houten. 

As for its past focus on manufactur- 
ing, Kleisterlee already speaks of out- 
sourcing more manufacturing. 

Nevertheless, getting all of Philips to 
focus on the consumer is not easy. van 
Houten is confident this can happen. 
And Aarts is enthusiastic. That's a good 
sign. For, only if the vision spreads 
through the organisation, will it make 
things better for Philips. E 















—Ç - Has your company made a difference in the lives of others? If xd then here's your chance to share your experi ience with the resi of the m 
country. And get due recognition. — 
—_ The Businessworld FICCI-SEDF Corporate Social Responsibility Awards honour compani ies that believe in the power of change. Through —_ 
ps initiatives that have contributed to the progress of a nation, a community or people. Instituted in 1999, over the years, the award has. o —— 
< recognised companies like TISCO, TELCO, HINDALCO and Infosys for their innovative programmes i in corporate social responsibil 


2 So, is your organisation deserving enough? Does it keep all: its stakehol ders happy? * l -iş it aware of its social land environmental ` 
~~ responsibilities? * Are the employees proud of working for your organisation? = Does. it take part in the ne country’s d developmentas a 
responsible corporate citizen? = Does it encourage an equitable wealth creati ion? 


If yes, apply now... For entries to the award, you can download the application form at www.ficci.com, www. ficci. sedoa or — 
www.businessworldindia.com, and send it to us by 10th October, 2003. For further information, please contact: Priti Shokeen at 
011-23738760, Ext. 318 or 011-23753118. Or e-mail us at: sedf@ficci.com or shokeen@ficci.com 
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: n the beginning was the word. Then 
s: came man who conjugated it amiss. 
The scriptures seem prophetic if you 
consider the name ‘Pondicherry’, and 


theoriginal sin deserves investigation. 


In the beginning was the word 
 'Puducher?', meaning, in Tamil, ‘new 
settlement’. Then came men - 
Frenchmen, sailors of a vessel of the 

. Compagnie de Saint-Malo, who, we 
T : “are forced to conjecture, ravished the 


` name to '"Poudicheri'. 


Historians ascribe the rise of the very 
significant movement from pou' to pon' to 
nothing more than a secretarial error committed, 
within the offices of the Compagnie in Brittany. 
Here, a tired quill-pusher transcribed 
'Pondicheri' for 'Poudicheri,' a 
forgivable felony given evidence of a 


slack eye and hand, and the indelible 


ns in the students! books. Thus our 


Saint-Malo scribe gratuitously 


corrected an accurately placed u, and out of 


brazen ignorance replaced it vu ann. 


This is not necessarily a cause for complaint, 


however. Lapses of tongue and of pen are, as 





having lost their poudu' to Saint Malo, adapted 
'cheri' to their own phonetic habits, duplicating 


and emphasizing the r with indomitable dental 





Freud told us, revealing. The genius of 

































language worked upon that unknown 
and unsung copyist, dictating to his 


sub-conscious unbeknownst to 





himself, the only acceptable for : 
Frenchman. 'Poudi' is clumsy. "Pondi* 


is easy and stylish. 


Consequently, it came about that rn 
this clerk, with two scant strokes of the 
pen and in the wink of a lazy eye, 
curtailed the possible toils of a 


stubborn tongue for future generations. 


As it happens, the Tamils, in retaliation, — 





address. 





* 


French and the Tan ii halves of pe 





Pondicherry settled into easy, p peaceful | x ) 
coexistence, and continue to do soo 


today, three hundred years later. 





VERY FRENCH. PE 
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OR decades, India has survived | 
on a minimal oil and gas 
pipeline infrastructure. So 
much so that the country has 
less than 15,000 km of oil and 
gas pipelines while France — 
which is roughly the size of Rajasthan 
and Punjab combined — has 170,000 
km of pipelines. The US, on the other 
hand, has 329,600 km of pipelines. 





| by pipelines in India. In the US, this fig- 


This is despite the fact that pipelines | 


are the most cost-effective way of trans- 
porting petroleum products (crude, 


petrol and diesel) and gas. It costs barely | 


Rs 1.30 per km to move every tonne of | 


oil products by pipelines while trains | 
cost Rs 2.20 per tonne and road, Rs 3.02. 
Only 25% of oil products are moved 











| 
| 
| 
| 
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ure stands at 59%. But this scenario is set 
to change. Over the next six years, India 
is adding 17,000 km of pipeline infra- 
structure to cater to two fundamental 
shifts that have taken place. 

The first is that Reliance struck 7 tril- 
lion cubic feet of gas off Kakinada in 
Andhra Pradesh in 2002. It has become 
imperative to keep the gas pipelines 
ready to transport this gas before the 


| field becomes operational in 2005. Also, 


the liquefied natural gas (LNG) termi- 
nals of 7.5 million tonnes per annum at 
the Dahej and Hazira terminals will be 
operational by 2004. 

Two, the oil products demand has 
been stagnant for the last few years. But 
the government's decision to open up 
oil retailing to the private sector has rus- 


The oil pipeline 
grid 


— dmt Mtt e nein iut eonun mne ertt AN vt a THES en AV han jai nae mh 


B GTIL proposed pipelines | 
IOC existing pipelines — | 
88 JOC proposed pipelines | 

- Others (existing) | 
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tled up tremendous excitement in the 
industry which has nearly 17,000 outlets 
run by the state-owned Indian Oil Cor- 
poration (IOC), IBP Bharat Petroleum 
Corporation (BPCL) and Hindustan Pe- 
troleum Corporation. But by 2005, an- 
other 10,000 new retail outlets will be set 
up by private oil companies — Reliance 
will set up 5,800, Essar 1,700 and Shell 
2,000. Oil exploration major Oil and 
Natural gas Corporation (ONGC) has 
got the government's nod for 1,000 out- 


_ lets. So cost-efficient transportation to 


th 
fpi peli 


cater to the demand of these outlets has 
become mandatory. 

What’s heartening is that like else- 
where in the world, it's the gas (LNG and 
compressed natural gas or CNG) 
pipeline infrastructure that's leading the 
charge in India. This is great news for the 
country which is supply-deficient in 
gas. As against a demand of 117 million 
metric standard cubic metres per day 
(mmscmd) the supply is only 70 mm- 
scmd. And the demand is likely to grow 
to 166 mmscmd by 2007. 

Hence, at least 10,000 km of the 
17,000 km of new pipelines will cater to 
| gas transportation. Here, India's largest 






With 
action in 
the sector 
hotting up, 
India is set to 
add 17,000 km 
of oil and gas 
conduits by 2007 





gas transporting company, the state- 
owned Gas Authority of India (Gail) 
plans to lay 7,000 km of pipelines at a 
cost of Rs 18,000 crore over the next 5-6 
years. Gail already has a 4,400-km gas 
pipeline network in India. The new plan 
isto provide gas on tap wherever there is 
enough demand from the industry. Gail 
has already begun work on the 610-km 
Dahej-Bijaipur and the Dahej-Uran 
pipelines. These will evacuate the 
LNG that arrives at Petronet 
Indias 5 mmtpa LNG plant at 
Dahej and link it to the Hazira- 
Bijaipur-Jagdishpur pipeline. 
The Dahej-Uran pipeline will 
feed the Uran industrial belt ja 
near Mumbai, which has pro- 
jects like IPCL and ONGC. 

Besides, Reliance is laying a 2,000 
km gas pipeline from the Kakinada 
coast to Goa. It will largely cater to the 
needs of the mining industry in the 
state. On the way, it will address gas de- 
mand in Andhra Pradesh, Madhya 
Pradesh and Karnataka. This pipeline 
will also have a spur to Mumbai to cater 
to the industrial belt in the region. 
Mumbai and theWestern region, it is es- 
timated will have a gas demand of 45 
mmscmd by 2005. Meanwhile, Reliance 
has planned another gas pipeline from 
Cuttack in Orissa, where it is exploring 
gas in the NEC-OSN, field to its refinery 
at Jamnagar in Gujarat. 

But the most exciting project is the 
Rs 2,385-crore 1,200 km gas grid to be 
completed by the Gujarat government- 
owned Gujarat State Petroleum Corpo- 
ration by end-2004. Being implemented 
by its subsidiary, Gujarat State Petronet, 
this will be Indias first company to offer 
gas transportation services on a com- 
mon carrier and open access basis. If 
successful, this project could well be a 
benchmark for other states. It will oper- 
ate like the power grid, allowing private 
and public sector oil companies to sup- 
ply gas to the grid and sell it to any of its 
customers anywhere in the state. They 
will pay or charge the grid for the differ- 
ence between their supplies to the grid 
and what they draw from it. The project 
will cover nearly all of Gujarat's indus- 
trial and retail consumer base in places 
like Surat, Vadodara, Ahmedabad and 
Mehsana. It will provide major habita- 
tions like Ahmedabad with a CNG sup- 
ply grid to address household needs. 


Kandla 
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Similarly, the opening up of petro- 
leum retailing to the private sector has 
brought nearly everybody on the draw- 
ing board for petroleum product 
pipelines. Here too, to begin with, the 
state-owned oil companies have an up- 
per hand. IOC, for instance, already has 
a 7,170 km network in place for both 
crude and product transportation. 

But Reliance has brought the com- 
petition home for IOC. It has set up a 
10096 subsidiary, Gas Transportation 
and Infrastructure Company (GTIL), 
which will be laying six new product 
pipelines (5,895 km) over the next cou- 
ple of years at a cost of Rs 4,575 crore. 

Ofthese, two pipelines will evacuate 
products from its 27 million tonne Jam- 
nagar refinery. The 2,540 km pipeline to 
Kanpur is via Ahmedabad and Bhopal 
and the 1,580 km pipeline is to Patiala 
via Delhi. These will cater to the de- 
mandin north and west India 
biggest markets. While the North ac- 
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The gas pipeline 
network 
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- Gail existing 
- Gail Planned 


counts for 40% of In- 
dias 100 million tpa « 
products demand, th« 
accounts for 30%. So. these 
pipelines will cater to markets ` 
that together consume 70 million ` 
tonnes of petroleum products. Re- 
liance's other four product pipelines 
will cater to the South, where demandis 
set to grow by 3% per annum. These 


pipelines will be fed from Goa. Reliance 


plans to feed Goa by moving products. 
from Jamnagar in barges. | 

Besides, the state-owned BPCL is ex- 
panding its existing Mumbai-Manmad- 
Indore product pipeline all the way to 


Dehi Theldesistocatertothebooni- E 


ing demand in the northern region. 
That apart, it can feed the rest of north 
india from there. IOC is not staying be- 
hind. It is adding a spur from Sidhpur to 
Sanganer. This will be part of the net- 
work to move products from the Pani- 
pat refinery. The other is the Chennai- 
Madurai pipeline, which will be later 
linked to the Kochi- Karur line. That way 
products can be moved across the south 
even if one of the refineries at Chennai 
or Kochi is down. 

Despite all the action, oil industry 
officials are sceptical of the plans. Says 
an IOC official: "I do not see all these 
pipelines coming up. It’s fine to make 
big announcements. Some of them will 
simply fall by the wayside.” But pipeline 
proponents argue that though such 
plans have faded in the past, it is not 
likely to happen this time round since 


; unlike in the past, these plans are based, 


—thetwo | 


not on projections but on the actual 


| need and a growing demand. 
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THE precise moment has got lost in the mists 
oftime but most marketers today agree that it 
was sometime in the early nineties that the 
penny dropped: the customer was impor- 
tant. Till then, marketing companies — and 
even research in the area of marketing — fo- 
cussed on fine-tuning the four 'P's : product, 
price, place and promotion. It was only in the 
early nineties that a few marketers began re- 
alising that companies basically existed to 
serve customers — and that the customer did 


not exist merely to buy a company’s products. 


This realisation kicked off a veritable revo- 
lution in marketing theory. It kicked off an 
even bigger revolution in the way companies 
organised their marketing departments. 


Throughout the nineties, companies and 
marketing thinkers spent enormous 
amounts of money and time trying to figure 
out how to satisfy — or even delight — cus- 
tomers. Despite all the thinking that has gone 
into the subject, most marketers, both global 
and Indian, would privately admit that there 
are enormous gaps in their knowledge when 
it comes to customer satisfaction. 

That's because it is a notoriously difficult 
thingto measure. Is the customer merely sat- 
isfied or is he extremely satisfied? Is he satis- 
fied and willing to buy again or is he satisfied 
but unwilling to buy again? Is he satisfied and 
proud of his purchase, or is he satisfied but 
not particularly proud of his purchase? Also, 
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precisely how satisfied is my customer vis-a- 
vis the customers of my rivals? 

These are all thorny issues and these are 
also why it took BW nearly two years to con- 
ceptualise and execute the first mega con- 
sumer satisfaction survey of consumer 
durables to be conducted in the country. 
Polling nearly 4,000 consumers in five cities 
over a two month period, the survey was de- 
signed to figure out issues precisely like these 
in four product categories: Colour TVs of 21" 
and above, fully-automatic washing ma- 
chines, 1.5-tonne air-conditioners, and frost- 
free refrigerators. 

For the first years survey — we plan to 
make it an annual exercise — only recent 
purchase experience was considered. That is, 
only people who had bought the products in 
thelast 12 months were polled. (Next year's 
survey will measure both recent purchases as 
weli as long-term experience). 

The results? Well, before getting down to 
the winners and losers, heres the biggest 
takeout. Value for money’ brands edged out 
the more expensive, premium brands in 
overall satisfaction ratings. 


_THE BW CONSUMER SATISFACTION SURV 
















EMEMBER the last time you bought a 
big-ticket consumer durable? You prob- 
ably agonised over the decision, asked 
your friends, your relatives, your kids... 
probably even a couple of smarrny deal- 
ers, And then agonised some more be- 
wom fore you finally bartered your hard- 
Gada money forthe product. — 

Now imagine: What if the views of almost 4,000 
consumers all over the country came to you in one 
tidy package? What if the next time you wanted to 
buy a product, you knew exactly where to start the 
search? What if somebody changed the rules of buy- 
ing consumer durables in the country? For good. 

The BW Consumer Satisfaction Survey does that. 
It brings you the ‘best of the best’ — the top national 
brands — in four categories. This is also the biggest 
and most representative survey you will find. Sure, 
people have run polls on the Web and studied small 
convenience samples to gauge consumer satisfac- 
tion. But a random sample of 4,000 consumers 
across five metros in India? 

Thats a first. 

That's also what makes this the last word on con- 
sumer Satisfaction ratings. Each of the brands sur- 
veyed went through one of the toughest tests de- 
signed. They were first pitted against each other on 
the all-important test track of overall satisfaction 
with the brand. Then we checked the consumer's 
willingness to recommend the brand. The likelihood 
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of repurchase was measured too. 

Atfirst blush, it seems that at an all-India level 
everybody's a winner. In ACs, the overall satisfac- 
tion (the total percentage of users who were ei- 
ther extremely satisfied or very satisfied) was a 
ripping 93.5% for all brands. In CTVs the score 
was 93.3%, in frost-free fridges it was 93.1% and 
in automatic washing machines it was 93.495. 

"Generally the satisfaction scores are much 
higher than what you have in countries like the US 
and Germany. Practically all the brands seem to be 


deliveringquite well on customer expectations," Says | 


Subramanian Ganapathy, director, NFO India. 

If you take the mean scores (on a 5-point scale), 
the Indian scores are way higher than comparable 
European scores in the white goods category. For in- 
stance, the Indian scores in all four categories for sat- 
isfaction, recommendation and repurchase are over 
4.1. In Europe the scores are 3.7, 3.3 and 3.3 respec- 
tively. "Your discerning power is much higher when 
you are used to having a certain level of 
product usage experience," says Ganapathy. 

The BW survey shows that despite the 
high overall scores, Indian consumers do 
discriminate between brands they are ex- 
tremely satisfied with and the ones they are 
merely" very satisfied with. 

50 the number one brand in each cate- 
gory is the one that has the largest number 
of extremely satisfied users. 

Of course, we have all heard horror sto- 
ries from individual customers about some 
ofthe brands that have done extremely well 
in the survey. Kusum Sahai, a Kolkata-based 
interior decorator, has one to relate about 
her LG air-conditioner. Delhi's Rajeev Batra 
has another about the Electrolux washing 
machine he bought for his mother. "It gave 
us trouble from the beginning. I will not buy 
any damn Electrolux product again." 

Some people have an entirely different story to 


narrate. Avijit Das of Kolkata says that his experience | 


with an LG air-conditioner has been so good that he 
is considering an LG washing machine as well. 

What you have to ask yourself is which of these 
are isolated cases and which are part of a pattern. 
Our methodology largely takes care of that problem 
— the results that follow are representative for all 
brands at an all-India level. 

A word of caution though, before we roll out the 
results. This survey brings you the opinion of people 
who have bought a product recently. Their satisfac- 
tion with the brand has a lot do do with the kind of 
deal they may have got at the time of purchase. 


N ACs, the gold standard in consumer satisfaction | 


has been set by Videocon: 60.695 of its buyers 
found the product extremely satisfying. Hitachi is 
tailing it very closely with a score of 58.1%. The brand 
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_ with the lowest score, Voltas, is way behind at 43.8%. 


Videocon also leads on recommendation: Over 
63% of its buyers said they would definitely recom- 
mend the brand. At 616, Hitachi gets a thumbs-up as 
well. National brings up the rear with 43.5%. 

LG is the brand that is most likely to get repeat 
buyers: 48.3% said that they would definitely use it 
again. Videocon and Hitachi, the leaders on satisfac- 
tion, come next. Again, Voltas trails the rest (37.1%). 

In colour TVs, Sansui is the clear winner (50.8%). 
That could be because of its value for money propo- 
sition. “Our product has the features of a Sony ora 


_ Panasonic at an affordable price,” says Anil Khera, 


COO and director, Kitchen Appliances India, the Vi- 
deocon arm that markets Sansui - 
televisions in India. Samsung gets 
the next highest score of 46.3%. 
Philips has the fewest extremely sat- 
isfied buyers (34.8%), 

But on the recommendation 









count, Sony is tops (53.8%). Samsung is number two 
at 51.8%. Philips seems to be in trouble here as well 
with a score of less than 37%. Sansui (48.4%) leads 
Sony by a slim margin when it comes to repeat pur- 
chases. Videocon is likely to see the smallest number 
of repeat buyers (29.4%). 

The closest banding happens to be in the frost- 
free fridges category. LG (55.8%) and Samsung (55%) 
do a good tweedledum and tweedledee imitation on 
overall satisfaction. Godrej gets the lowest score, but 
it is still a relatively respectable 48.5%. 

Samsung (57.4%) has the biggest word-of-mouth 
brigade. This time its Korean cousin LG is the one 
which shadows it with a score of 56.5%. BPLis at the 
bottom of heap with a score of 47.7%. 

All the brands are bunched together even if you 
consider intent to purchase the brand again. Whirl- 
pool is the leader with 48.5% while BPL is second 


| (46.1%). Electrolux trails the competition (42.2%), 
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But when it comes to fully-automatic washing 
machines, Electrolux has the largest percentage 
(63.2%) of megasatisfied buyers. That isn't stopping it 
from trying harder. "In the last 3-4 months we have 
taken very strong measures to delink the sales and 
service channels. The dealers and distributors were 
not providing good service," says Rajeev Karwal, CEO 
and MD, Electrolux India. IFB has the next highest 
score (62%). There is a pretty big drop after that. 
Whirlpool is number three with a score of just 48.5%. 
BPL brings up the rear with a piffling 36.8%. 

It is IFB that has the most evangelists (66.7%) in 
this category. Electrolux (57.596) is second — al- 
though a distant one — on recommendation. 
Whirlpool fares the worst with a score of 44.696. IFB 
has the highest number (52.7%) of repeat buyers as 
well. BPL has the lowest score of (31.696). 


What Impacts Satisfaction 
The survey did not just measure satisfaction levels. It 








~ LG is the bran 
4 ^ check out regardless 
— finally end up buying ` 





also looked at the things that make a big difference to 
a consumers satisfaction with a brand. It turns out 
that issues relating to purchase, company image and 
installation were the most important determinants 
of satisfaction. The product performance was rarely 
a problem in the first year of purchase. 

Within ACs, consumers feel that the brand 
should be one that they are proud to own. For the 
largest number of buyers, National is that brand. Ab- 
sence of hidden costs related to installation play a big 
role in increasing the satisfaction levels of AC buyers 
— and the company that delivers big on this is Video- 
con. Voltas is the brand with the most concerns on 
this attribute. The reputation, honesty and integrity 
ofthe dealer matters and Hitachi buyers are the most 
satisfied of the lot on this attribute. 

Some of the attributes that washing machine 
owners consider important were the dealers ability 
to listen, understand and answer queries (BPL is the 
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leader on this); willingness to provide demos (Elec- 
trolux scores here); and the reliability and trustwor- 
thiness of the company (BPL again). Getting details 
of promos and schemes as well as adherence to com- 
mitted date for installation also had a salutary effect 
on the satisfaction felt by washing machine buyers. 

Aesthetic appeal, too, is important for satisfac- 
tion levels of washing machines buyers. Electrolux 
and IFB are tied for the first spot when it came to de- 
livery on that front. Samsung, rather surprisingly, 
had the lowest score on visual appeal. 

In CTVs, it is again aesthetic appeal that matters 
most — consumers seem to take the product fea- 
tures and performance for granted. Sony is the brand 
with the ‘mostest’ appeal, while Videocon has the 
fewest customers rooting for its visual appeal. Over- 
all experience using the product was also a major 
factor in satisfaction with this category. Sony does 
well here as well. 

Refrigerator buyers believe that the brand should 
be of international quality and deliver good 
performance. BPL had the edge here; Video- 
con came next. Perhaps this is a given in for- 
eign brands. Modern visual appeal has a sig- 
nificant impact on the satisfaction of fridge 
buyers as well and LG delivers that more 
than any other brand. 


The Benchmark Brand 


There is a touchstone brand in consumer 
durables today... a brand that most con- 
sumers consider when they make a pur- 
chase. Any guesses? Yes, it's the Korean 
power brand LG. It has emerged as the 
benchmark for non-LG buyers in every sin- 
gle category. 

Over 2996 of all consumers who buy an 
air-conditioner other than LG check out the 
Korean brand as well before going ahead 
with their purchase. Nearly 1796 of non-Hi- 
tachi buyers look at Hitachi. Just 5.196 consider Na- 
tional at the time of purchase. 


In frost-free fridges 23.8% of the respondents - 


check out LG. Electrolux was the brand least number 
of people (6.8%) looked at. 

In CTVs, nearly 30% of the consumers look to LG 
as the reference point. Samsung seems to have a 
strong brand following of its own in this category — 
at 22.6%. Philips (3.5%), does not make it to the con- 
sideration set of most buyers. 

And in automatic washing machines 21.4% ofthe 
people considered LG seriously. Electrolux was once 
more the brand most non-Electrolux buyers over- 
looked (5.496); odd, given its high satisfaction score. 

"We have a lot of experience in all categories. We 
are very quality-oriented and are continuously im- 
proving our quality," says Kwang-Ro Kim, managing 
director of LG Electronics India. He feels that the 
brand is not perfect — well it did emerge the number 
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. THE BW CONSUMER SATISFACTION SURVEY 
The benchmark brand 


LG is the brand that most consumers consider before making a purchase 


in the tables below, on the horizontal axes are the brands bought and on the vertical axes are the top five brands 
considered. The 'Ail Brands' column shows the percentage of buyers who considered a particular brand but did not 
buy it. For instance, 28.9% of the people who bought non-LG CTVs, also considered LG. All other figures indicate 
the percentage of buyers who considered a particular brand but did not buy it. For instance, 30.696 of those who 


bought Samsung CTVs, also considered LG. 
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one in frost-free fridges, but why argue with the boss 
of LG? — and that more can be done. “In India people 


' need the economy model in all categories. These are 


not luxury products. We (as manufacturers) have the 
responsibility to bring down the cost." 

That's good news. It will perhaps interest Mr Kim 
to know that while LG is the overall benchmark for 
most buyers, Samsung is the benchmark for LG buy- 
ers. In all categories, fewer Samsung buyers consid- 
ered LG before taking the plunge as compared to LG 
buyers who also checked out Samsung (See 'The 
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benchmark brand’). As far as satisfaction scores go, it | 
| in the five cities, the philosophy of the survey was to 
_ recognise the brands that perform consistently at the 
| national level. So the sample in each city was not 
| weighted for marketshare. Bangalore-based BPLs 
The first BW Consumer Satisfaction survey has afew | 
pointers for homegrown Indian brands. There are | 
quite a few of them who have been considered in this | 


is a split verdict. Samsung is ahead in ACs and CTVs 
while LG leads in the other two categories. 


in Conclusion 
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survey based on market performance. But, except for 
Videocon in air-conditioners, brands like BPL, Go- 
drej and Voltas are not among the top two in any cat- 
egory on the satisfaction scale. Perhaps this is a sim- 
ple desi image issue, but ifVideocon can do it... 

Drill the data down to the city level and you will 
come up with a slightly different set of winners (See 
tables on pages 54-61). Perhaps the biggest surprise 
has been sprung by BPL in Delhi and Mumbai in the 
frost-free fridges category, where it has satisfaction 
scores of 65.5% and 82.196, respectively. 

While these findings will be interesting to people 


example shows that the decision was quite correct. 
Hopefully, this survey will raise the bar for the re- 
gional champs as well. 8 
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The First Afro-Asian Games, to be held 
from October 24 to November 1, are 
poised to create history in the world of 
sports. Transforming Hyderabad, the 
host city, into the hub of international 
sports for an exciting span of 8 days, 
the world will witness thrilling 
performances by champions from 
98 Asian and African participating 
countries. All set for grueling 
competition in the 8 unanimously 
chosen disciplines of Athletics, Football, 
Shooting, Weightlifting, Swimming, 
Hockey, Tennis and Boxing, the Games 
will be covered extensively on worldwide 
Television. 
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Opening doors to infinite Transcontinenta k 
Opportunities for Sponsorship 7 





Hyderabad, India 


October 24 to November I, 2003 


Afro-Asian Games, Secretariat 


Greenlands, Begumpet, Hyderabad-500 016 INDIA 
Website : www.afroasiangames.org 


The First Afro-Asian Games 


present infinite and unrivalled 
opportunities for sponsors to 
reach out and advertise across two 
continents....to share the spirit of 
sports and exult in the glory 
of the most magnificent sports 
event of the era. 


To sustain the excellence and the 
international spirit of sports, 
the Organising Committee, 
Afro-Asian Games invites you to 
join hands and invest in a vibrant 
future...Come sponsor the 
victories and soar to global heights 
with world achievers..! 





For details of Sponsorship contact 
Leisure Sports Management Pvt. Ltd. 


101, Liberty Plaza, Liberty, Hyderabad-500 029. 
Mobile: +91 98480 42657, 98311 65585 
Ph: + 91-33-2248 8304-06, Fax: «91-33-2248 8394 
E-mail: sponsor@afroasiangames.org 
Website: www.leisuresports-india.com 










GILVY gotit only half right. The consumer 
may not be your wife — in fact, he may be 
your 60-year-old dad. But he definitely is- 
nt a moron. And to know him is to know 
your brand's future. So what does this 
° survey tell companies about the mind of 
the Indian consumer? Plenty. Simply because it went 
beyond mere satisfaction — it also measured the 
likelihood of companies retaining customers. And 
despite the high satisfaction levels, the intent to pur- 
chase the same product again is lower (see page 54). 
Fickle consumers like Birendranath Mondal of 
Kolkata are partly responsible for this. He is ex- 
tremely satisfied with his Sansui TV. But he isn't very 
likely to recommend it to others. Nor, says Mondal, is 
he likely to buy it again. "I will buy a better product of 
another company at the same price,” says Mondal. A 
true mercenary. 

Enter the TRI*M System. The difference between 
the customer satisfaction ratings and TRI*M, which 
was also a part of the survey, is that the latter mea- 
sures customer retention. It shows companies what 
to do to make loyalists out of buyers like Mondal. 

One ofthe main outputs of TRI*M is an index— a 
number that measures the intensity of customer re- 
tention. A good thumb rule is that a difference of 
three index points shows that a brand has relatively 
higher or lower customer loyalty. The TRI*M index 
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scale ranges from -65 to +135. A score of 135 indicates 
acondition where the brand retains every single cus- 
tomer while a score of -65 means total erosion of the 
customer base. In a market where promos and pric- 
ing pressures are not the norm, an index of 70-80 is a 
good benchmark for decent customer loyalty levels. 

As you can see from ‘The Scorecard’ on page 54, 
most brands surveyed have a fairly high index of 
around 100. There could be many possible reasons 
for this: lower expectation levels because a buyer is 
going for a 'value' deal; long replacement cycles, 
which push repurchase decisions too far into the fu- 
ture; a knowledge gap when it comes to understand- 
ing the real pros and cons of each brand. 

There is also no getting away from the fact that 
marketshare and profitability imperatives may often 
mean that a 'decent level of index based on a strong 
market performance is better than a very high index. 

A far more significant trend than the index values 
is that most of the top brands in each category are 
closely 'bunched' in terms of TRI*M values. This is 
probably due to fast vanishing brand differentiation 
on performance parameters. The consumer dura- 
bles market is becoming commoditised at the top, as 
the brands have reached technological parity. 

So what should a company do in a scenario 
where price is king? The TRI*M Grid, which looks at 
the key factors that drive retention for a company, 
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might have some answers (See 'Key Improvement 
Areas ). Across all categories in consumer durables 
some of the key areas where brands are performing 
below average are due to dealership issues. 

Since the sample was focussed on recent buyers, 
the full impact of after-sales service is not showing so 
sharply. But service can be an important differentia- 
tor. Not surprisingly, all the top brands surveyed had 
alot to say about their service initiatives. 

"The philosophy at LG is that service is more im- 
portant than advertising. We spend 1.596 of total 
sales on it. All the service engineers have a mobile 
phone and a scooter," says Kwang-Ro Kim, manag- 
ing director of LG Electronics India. Sansui is target- 
ing a response time of 24 hours in metros and mini- 
metros. It already has around 125 vans that are 
equipped with spare parts and a generator set. 


. THE BW CONSUMER SATISFACTION SURVEY - 





Electrolux, the leader in satisfaction in automatic 
washing machines, is delinking the sales and service 
channels so that the service franchisees focus solely 
on customer service. It is actually a late-mover — 
most of its close competitors have already done this. 

H.N. Shrinivas, senior vice-president (customer 
care and HR), BPL, who cut his teeth on world-class 
customer care processes at the Taj group, has been 
driving customer service initiatives at BPL since the 
last six months. "We are aiming for 100-minute total 
resolution of customer complaints. We are also 
thinking of launching a privilege card that will be 
given to any customer who takes an AMC. It will enti- 
tle the customer to discounts at restaurants and so 
on," he says. He feels customer care will drive loyalty. 

The message is not new. The surprising thing is 
how many companies still don't get it. x 
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trekking tracks, enthralling water x 


falls, coral reef islands, historical 
marvel's, ancient architecture and 


"impressive monuments, magnificent | 


. arts, cultural heritage, colorful 

festivals, exotic cuisine and 
‘distinguished pilgrim centers. Tamil 
Nadu offers a wide range of variety 
and unparalleled exhilaration to 
tourists depending on tourist's tastes 
and preferences. 

Tamil Nadu will shortly be 
creating history in the country's 
tourism arena by hosting first ever 
SKAL International World Congress 
in India, which is being actively 
supported by the State and Central 
Tourism ministries. The Congress 
will take place in Chennai from 
October 19 to 24, 2003. SKAL club isa 

professional 
organization 
that comprises 
of tourism 
leaders around 
the world. This, 











professionals from all branches of the 
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opportu 
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nity to meet other members - 
rom across the globe, make new 
: talize old friendships ` 
mosphere where the power of | 


has x 


to “commence at Ci ennai 
tober 19 to 24, 2003. The 


primordial focus of the congress is to 
improve friendship across the globe 
and to boost the image of Indian 
Tourism industry. According to the 
reports from the SKAL headquarters, 
it is anticipated that about 1000 
delegates from travel and tourism 
industry across 80 countries would 
attend this Six-day convention and 
that the Chennai chapter will be 
spending around Rs 4 Crores to host 
the event. It is said that there would 


be 15 to 20% increase in influx of 


tourists into the country during the 
convention period. 

“The SKAL world congress is a 
platform from which the tourism in 
TN will take a giant leap especially in 
terms inflow of inbound tourists and 
thereby resulting in more proactive 
progress. Since tourism professionals 
especially decision makers from 
Western countries will be attending 
the convention, we at the tourism 
department in TN, expect major 
developments to take place in the 


near future. At the convention, we | 


are basically showcasing our core 
strengths, namely heritage, temples, 
and monuments and focusing the 


history behind them. Apart from that | 


there will be more stressed laid on 
handlooms, textiles, gems & jewelry, 
holistic science - sidda, ayurveda, 
Tamil Nadu Industrial Development 
Corporation [TIDCO], 


westerners that TN is also a modern 
state with a vibrant economy," says, 
Shaktikanta Das, IAS, Commissioner 


48 


Software 
parks etc. We wish to prove to the - 


“which has 


been 

declared as 

one of the world's 

heritage centers by the United 
Nations is one of the hot spots for 
inbound tourists as well as the world 
congress delegates. The tourism 
department along with the local 
authorities there is working hard on 
development of the shore temple, 
monolithic temple popularly known 
as five  rathas temple 
beautification of other places of 
interest there as well, “ 
Mamallapuram is the most sought 
destination, where one finds 
amazing ancient architecture, 
temples and history dated back to 
7th century. TN tourism department 
is spending about Rs.19 crores for the 
entire development activities there. 
We also propose to set up an ethnic 
village to promote tourism through 
heritage, culture and tradition, which 








and 


forms our core strength. 
Kancheepuram is one other 
important destination where 


development activities are taking 
place at large. After our active 
participation in the SKAL congress 
and interaction with the delegates 
there, we are looking at the World 
Travel Mart, in London, where I shall 
meet some of the SKAL delegates 
again and lam confident that there 
will be positive results our way for 
enhanced tourism development in 
the state." Says Shaktikanta Das. 

Fresh memories of 
Mamallapuram, heritage, tradition, 
culture of Tamil Nadu, its infamous 
hospitality carried by the tourists 
could mean a lot for TN tourism in 
time to come. 
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more go for your dough : the Richmond range 
Menswear i nspire necu ia es. VVI 

Spruce up the wardrobe with Westside's vibrant value line range. With designs, shades and textures 
that infuse verve to the way you dress. Not to mention à sudden rise in post-work socialising Spree. 
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The value line range for men simply put, this range literally 


translates into more go for your dough. Dig in, for shirts 
inspiring hectic social lives at prices that inspire nods of 


approval. 


WestSide 





Surprisingly affordable style 
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men at work 


Workwear that puts extra spring in your step 
And, dare we say, extra bounce in your day. Because when you spend about 
a third of your life - if not more - at work, your clothes better be an asset. 


Workwear for men 
Formals 





Slip into our choice range of formals and work indeed becomes 
worship. Check out the two-tone polycrush formal shirts with 
concealed plackets, the structured shirts with diagonal twill or 
the natty formal set of shirts, trousers and blazers. Work or 


otherwise, there’s no harm in holding centrestage, is there? 
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NOKIA 


CONNECTING PEOPL 


PRESENTING 


Tones, Graphics and Games 


Which other phone gives you So Much Stuff! 


Now you can choose to download from thousands of ring tones, exciting 
games, colourful wallpapers and graphics including screen icons and picture 
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messages! So what are you waiting for? Let the good times roll! 221048. Weslipaper. 
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QO Baweja Movies 





I wein Movies 





SPACE 
WANAE 


Cut It Out 
63954 





Damage-San Puzzie Bobble Space Invaders Rock Cimber 


Street Fighter C25 Bowling 
\ 263654 260096 261059 260101 260103 263528 


Pichu re Messages 
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Footsie In Trouble Ded out Good Job Hun n Dance all night zan time Cheers Cheering In love 
4 110197 110016 110080 110110 110072 110100 110074 110090 110038 110068 


Screen icons 





Men E NE SEN. '; =n n . m 
OBOO ¿Aa GRIN FER esc om emo ame ROCK Toe a 
' J , habe 1 ^ 
Buddies Have fun Cool dude Together forever Angel Keep out Promise God is qreat Rock Virgo 
ue" 100008 100147 100005 100219 100150 100028 100160 100027 100011 100059 


RingTones 





(For polyphonic tunes replace the 1st digit 1 by 2. For exp. Ghum Shuda is 120203 as monophonic and 220203 as polyphonic. 
Phone supporting pholyphonic ringtones N3100, N3530, N5100, N6610, N6100, N6800, N7250, N7210 


120649 Mujhe Pyar Hone Laga -Janasheen 120644 Saiyan Dil Mei Anna Re- Remix 120011 Feel - Robbie Williams 
120676 Loot Gaye - Mumbai Matinee 120241 Chadti Jawani - Remix 120695 Flying Without Wings - West Life 
120203 Ghum Shuda - Chalte Chalte 120210 Kanta Laga - Remix 120006 Can't Get You Outta - Kylie Minogue 
120671 Sari Rat Yaad - Footpath 120742 Lift Kara De - Adnan Sami 120027 Yellow - Coldplay | 

120021 Sing For The Moments - Eminem 
120738 Banda Ye Bindas - Aks 120743 Nachange Sari Raat - Stereo Nation 120679 21 Questions - 50 Cent 
120739 Dil Chahta Hai - Title 120666 Sajna Hai Mujhe - Remix 120682 Crazy In Love - Beyonce 
120652 Koi Mil Gaya - Title 120675 Nahi Nahi Abhi Nahi - Remix 120005 Bump Bump - B2K ^ 
120740 Saathiya - Title 120145 Kaliyon Ka Chaman - Remix 120025 The Ketchup Song - Las Ketchup ui 
120741 Kisi Disco Mei Jaye - Bade Miya Chote Miya 120289 Kabhi To Nazar Milao - Adnan Sami 3 
120216 Sharara - Mere Yar Ki Shaadi Hai 120276 Sa Ni Dha Pa - Colonial Cousins E coo gd < 
120250 Rang Rang - Bollywood Hollywood 120190 Kabhi Nahi Kabhi Nahi - Adnan Sami & Amitab Bachan 1 ANM 


Download Now! SMS 'HL' to 5555 
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Send SMS to 5555 You will — the ° ist every aek 
teal cicius www.nokia.co.in New li 





Follow the steps to 
download via SMS: 











Services are available for Orange and Hutch customers. 
Unit price for black & white graphics, monophonic ring tones is Rs. 10, colour wallpaper Rs. 24.90, Games Rs. 49.90, polyphonic ring tones Rs. 15.90, Cost of SMS, data/GPRS service and taxes extra. 
Service available only on compatible Nokia mobile phones. For phone compatability details SMS ‘HLP’ to 5555. or visit www.nokia.co.in. 


* Service is network/service provider dependent. Conditions apply. 
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imaqes of the stars does not in any way convey that the stars are endorsing or are associated with the brand. HuTch 


^ These games are available on N3100, N5100, N6100, N6610, N6800, N7210 and N7250 mobile phones only. 


. * To call from a mobile phone, check with your service provider. Helpline available in Ahmedabad, Bangalore, 
# 
Ne) ara econ iinet 9628 555 555 Cpr ogai. Delhi. Hyderabad. Kanpyr. Kolkata, Mumbai, Pune. email us at: nokia.ebagQnokia.com 
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AirTel has been voted the ‘Top Cellular Service Provider for 2003 
Voice&Data, India's leading telecommunication magazine has awarded AirTel Top 
Cellular Service Provider for the year 2003 yet again. We thank our millions of 
subscribers across the country for inspiring us to outdo ourselves at every step. 
Ditto for our competitors. 
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An !dea can 
change your Ife... 


...When you're trying to figure out if he likes you 

° SMS him and note the response time. Five minutes says hes Interested Ten 
š minutes says he's got potential. Fifteen minutes anc he's playing hard-to-get 
More than that, and you're wasting your time. 








tee, 


iy 


...when you're trying to find "the one” 

Is he pretentious, snobbish, kind or just plain adorable? Find out by tech 

talking, and making up terms that don't even exist. You'll know who's wh 
ima matter of seconds. Oh, it's the lifestyle you want to know about. Then 
check out his latest accessory (spelt mobile phone) to see how much this 
one's worth. 


...When you want to set up a date 

Sneak up to her PDA when she's not looking, and find a date and time when 
she's free. Then make an entry for the place of the date. When she turns uj 
expecting business, you'll be there with flowers, ready to take her heart 


...When you propose 

Say it with a music message on her phone. Turn into a CJ (cellular jockey 
record a message, choose a song, and send! All this on your Idea phone 
course. Choose from a range of Indian and internationa! hits her song 
that'll get you a “Yes!” is sure to be there. 


„when you invite friends to the wedding 

Invitation. cards are for uncles and aunts—your friends need a specia! KING 
of invitation. Send them a picture message with the date and time of the 
wedding and they're sure to show up. 


... When you're getting married 

Get one of her friends to hide a camera phone in her dress or flowers and 
shoot the whole wedding through her eyes. Next time she's watching the 
video, she'll be able to experience just like she did on the day of the wedding 


...When you're on your honeymoon 

You say dim and the lights get dimmer. You want darkness, and they'rt 
turned off automatically. What's a honeymoon without the comfort of 
automation. Whisk her away to automated paradise, where everything S 
done for you with just the command of your voice. 


IDEA Cellular M 





An idea can change your life - 
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phone fun DO AME Se 
At your service 





Mobile users are being wooed and how, with a 


slew of innovative and whacky value added 


services (VAS) from cellular operators. Here's a 
quick rundown of some of them 


Orange *n Hutch Hooray! 

MSN on your phone Hutch and 
Orange users can now access MSN 
Mobile Hotmail on their cellphones. 
This includes MSN Hotmail and Mes- 
senger. So you can send and receive 
mail, check when your MSN contacts 
are online and chat with them, in- 
stantly send and receive messages via 
SMS and from PC to phone or phone 
to PC. You can also set filters on the 
basis of a sender's name, e-mail ID 
and even subject, ensuring that you 
aren't unnecessarily interrupted. This 
service covers all Hutch users across 
Karnataka, Chennai, Delhi, Kolkata, 
Gujarat and Andhra Pradesh and all 
Orange users in Mumbai. 

Win a phone fortune Try your luck 
and you could hit the jackpot, on your 
Orange phone! Play the Playwin Su- 
per Lotto game by sending an SMS to 
7575 and placing your bet. You'll re- 
ceive an SMS giving you the chosen 
numbers along with your ticket num- 
ber. And if lady luck favors you, you 
get an SMS telling you that you've 
won. All this for Rs. 14 per game. This 
includes the price of your ticket as 
well. This service is available to both 
Orange Postpaid & Prepaid users. 

SMS a movie ticket Catch your 
favourite movies at Fame Adlabs with- 
out having to queue up for the tick- 
ets. Because you can now book them 
directly through SMS. And that's not 
all. You also get a 1596 discount on the 
total value of the ticket. Type FAME 
and send to 3263 and choose your 
preferences for the movie you want to 
watch. You'll get a reference SMS, 
which needs to be shown at a sepa- 
rate counter at Fame Adlabs, atleast 
40 mins before the start of the show. 
Pay by cash or card. 

For more info on all the above ser- 
vices, go to http:/ /www.orange.co.in. 


Great Ideas begin here 


Move over RJs, DJs, VJs—CJs are 


< a mia ima, LII m A u UNE m A 


here You've probably seen the ad on 
TV, where the executive is stuck in a 
boring meeting and suddenly his hot 
girlfriend ‘appears’ on the boardroom 
desk, and starts singing and dancing 
to him. She's a Cellular Jockey or CJ. A 
new service floated by Idea across its 
cellular circles. Using this service, 
songs can be dedicated and sent to 
anyone over the GSM network. You 
can either SMS the song and also add 
a 10 second personal voice message 
with it. This will cost you Rs 7 plus the 
regular SMS charges. Or you can send 
the song through Interactive Voice 
Recognition (IVR), which will be 
charged at Rs 4.99 per minute. For 
outstation numbers there will be no 
STD charge. 

Data and Fax service Through 
this, you can stay in constant touch 
with your office by getting access to 
important faxes and valuable data. 
What's more, you can connect to the 
Internet and access e-mail on your 
data and fax number. To use this fea- 
ture, first check that your cellphone 
is Data & Fax compatible. Then you'll 
need a data suit to connect the 
cellphone to your PC/ laptop, which 
have to be PCMCIA compatible. To 





activate the Data & Fax service, you'll 
have to go to the nearest Idea store 
and fill up a form. 

Discount deals Now get great dis- 
counts at major retails stores across 
the country with Ideas electronic dis- 
count coupons. Idea has tie ups with 
certain stores for different discount 
rates. And you can get the discount 
coupons via SMS. 

Dial'n'buy Idea Subscribers can 
also order a variety of goods and ser- 
vices at their doorstep, by simply di- 
alling 4004. This includes pizza deliv- 
ery, flowers, movie tickets, travel 
bookings, meals from premier restau- 
rants and a car helpline. You'll be 
charged Rs2 per minute for every out- 
going call for this service. 

Find out more at 
www.ideacellular.com. 


AirTel Ahoy 

Calling up, MTV style AirTel has 
joined hands with MTV to launch the 
AirTel MTV Mobile card for the youth, 
with a variety of cool features and 
value-added services. This 32K SIM 
based card is currently available as a 
prepaid offering with special tariff 
rates and features like Group messag- 


http:// 
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When you sign up... 





How to choose a service plan 








When you opt for a plan, this is what you know your costs to be: installation/activation, 
monthly rental, airtime, SMS, security deposits for STD/ISD. But there's more—costs that 


are not really up there in block letters to see. 


Landline extras 


When a call is made from a mobile to a landline, quite a few of us assume that all we pay 
is airtime. But that's not all. We also pay for the call to have been routed through MTNL/ 
BSNL' lines. If your mobile usage is mostly made of making calls to landlines, your bill will 
have a good part that comes under PSTN or interconnect charges. Quite often, this is a part 
that most people haven't budgeted for, when they sign up. 


Rental plus some more 


When you sign up for a connection, or switch plans, or move from prepaid to postpaid, it often 
happens that a processing fee is charged. This could be called access fee, migration fee or plan 
charge, and slaps a Rs 100-150 more on you. This is apart from the monthly rental or sign up 
fee you know you have to pay. Why this extra—the answer that you're likely to get from the 
salesperson is that it comes with the plan you have opted for. Again, a bit that adds to bill some 


more. 


The value of VAS 


Value added services are meant to be services that are extra. You're supposed to opt for them if 
and when you want them. But often, with the plan you sign up for, you are forced to pay for 
such an extra service. Why? Again, it's part of the plan, you'll be told. So you end up paying Rs 
99 or so more. Services like CLIP, for instance, are very commonly pushed in with plans. Also, 
fun services like the ones on this page also come at a price—find out what that is. 


A higher pulse 


Ask what is the pulse when you look at different tariff plans. On face value, Rs 1.50 for a 
60 second pulse, and 0.75 for a 30 second pulse sound the same. But which could work 
out cheaper? The 30s one is better for you than a 60s pulse. If it's a 60s pulse, you pay Rs 
1.50, irrespective of the fact that your call lasted just 30s or 50s. With a 30s pulse, you 

' can save money for calls that you finish within 30s. 


And the taxes 


There's always a bit that gets added in the bill by way of government levies and taxes. So 
be sure to factor that in too, while signing up for a plan. 


ing where you can create groups of 5. 
A single message simultaneously de- 
livered to all 5 will cost you Rs 2 (40p 
per message). You can also choose a 
Happy hour during the day. In this 
time slot, the night tariff on both SMS 
and voice will apply. Other MTVish 
features include Voice Crax where you 
can forward witty, funny and interest- 
ing voice messages, funky ring-tones, 
Rescue Rings (for rescuing you from 
those boring meetings) and Wake up 
calls. The youth card comes with a 
phone pouch and a special discount 
booklet, offering discounts on a vari- 


ety of purchases. The AirTel MTV card 
costs Rs 299 for activation and in- 
cludes free talktime of Rs 25. Recharge 
cards for subsequent uses will also 
cost Rs 299. 

m-Banking A special service that 
lets you bank at the press of a button. 
You can access a host of banking ser- 
vices including balance enquiry, 
statement and cheque book requests, 
bill payments, etc through SMS. In 
Mumbai, you can access this service 
if you have an HDFC account. 

Shopping Junction Get a host of 
services on the move through AirTel's 


phone fun 


Shopping Junction. Just dial 600 and 
you can get information from Times 
Infoline, order pizzas, send flowers in 
India and abroad, order books, rent 
cars and make hotel and airline res- 
ervations. 

Helpline Prompt car service and 
medical advice is what you're prom- 
ised when you dial either of AirTel's 
helplines. 

Figure out which services you 
want at http://airtelworld.com. 


BPL's sweet bonanza 

Craving for chocolate? Use your 
phone The next time you're lusting 
for dark, rich chocolate, you could 
use your phone to get it. BPL Mobile 
has introduced a novel project called 
Project Khwaish’. Under this, it has 
set up the first of its kind SMS en- 
abled vending machines in India, 
which will run on *m-cash; basically 
a cashless payment using just the 
mobile phone. This is the country's 
first mobile payment solutions. It has 
tied-up with Cadbury India and E 
Cube India for these services. How 
this works is that you need to send a 
message to 2233, which will be dis- 
played on the LCD panel of the vend- 
ing machine. The machine will then 
display your mobile number and ask 
you to choose your chocolate. When 
the chocolate has been dispensed, 
you receive an SMS confirming the 
transaction. The cost will be debited 
from the available balance of a pre- 
paid card, or added to the monthly 
bill of a post-paid customer. Right 
now, 30 to 35 of these SMS enabled 
vending machines have been set up 
around Mumbai. If successful, more 
machines will be set up across the 
country. 


À match made on mobile 
MobileFirst, the alliance between 
BPL Mobile, Escotel, RPG Cellular 
and Spice, has launched the first 
matrimonial service on mobile in In- 
dia. Called 'Life Partner; this service 
targets parents and young eligible 
professionals. MobileFirst subscrib- 
ers can enroll by creating their own 
profile/matrimonial ad on the 
phone. The person can then create a 
profile of the type of partner he or she 
is looking for. This is all done through 
SMS. There's no subscription fee, but 
you'll have to pay for SMSs in- 
volved—12 in all. 
Pakshalika Jayaprakash 
talk@livingdigitalindia.com 


Can and WLL 


Coming out of the teething-trouble 
stage, WLL and CDMA services have 
begun to grow up. In this second 
phase, the war is on value added 
services, and the choice of handsets 


LL and CDMA. Unknown 
acronyms just a few months 
ago; today buzzwords for 
both the telecom industry and users. 
With no cables needed from the near- 
est telephone exchange to your house, 
WLL has become the preferred choice 
for developing areas where telephone 
cables haven't been laid yet. Radio fre- 
quencies carry the signals from the tele- 
phone network to a base station. The 
signals from the base station are caught 
by the telephone system in your house. 
So as long as the instrument is in the 
range of the base station, you can get 
your calls. So you can carry your 
‘landline’ phone all over the house and 
to your neighbors’ too. And this isn't the 
only way WLL comes to you. 

WLLis being offered in two flavors— 
fixed wireless and limited mobility. 
Fixed wireless is where you have a base 
station in the house to which the tele- 
phoneis connected. The limited mobile 
option is used with a CDMA handset— 
that's like the GSM cellphone you use, 
except that the way the signal to it rides 
the airwaves is different. CDMA, which 
Reliance and Tata have popularized, 
lets wireless service providers squeeze 
more digital signals into a particular 
slice of the radio network. 

Though CDMA itself isn't a limited 
technology, TRAI has stipulated it to 
be. It's actually a 3G technology, so 
apart from basic telephony, you get 
rich multimedia content too. For both 
WLL and CDMA, you have to pay reg- 
istration charges, a security deposit, 
activation charges, the cost of handset, 
and a monthly rental. The rental has 
been reduced, and the entire package 
has been broken down to a monthly 
installment scheme. There's no con- 
cept of paying for incoming calls, the 








utgoing calls vary from less than a 
rupee to about Rs 1.20 per 3 minutes. 

For CDMA handsets, since the ser- 
vice isn't SIM based yet, it's to be acti- 
vated on the handset you get. Even if 
you want to pick your own, the choice 
in handsets isn't as huge as youd get 
with GSM. LG, Samsung, Nokia, 
Motorola and Kyocera are the leading 
names here. In terms of service pro- 
viders, there are just four. 


Reliance calling 

Starting with its Dhirubhai Ambani 
Pioneer Offer, which let you go mobile 
for Rs 3,000 (with the rest of the pay- 
ment in post-dated cheques), Reliance 
rolled out a huge list of interesting ser- 
vices. There were initial problems, but 
the market was abuzz with offers and 
counter-offers from the GSM players. 
And then came Reliances Monsoon 
Hungama—you could now go mobile 
with just Rs 500 (of course, the rest fol- 
lows). With the response this offer got, 
Reliance has become the third largest 
cellular service in the country, after the 
Bharti group and BSNL, with its sub- 
scriber base crossing three million. 

Today Reliance India Mobile has 
several plans in place, including the 
Pioneer and the Hungama offers. 
These range from an upfront payment 
of Rs 501 to the Color Hungama, 
which gives you a color CDMA phone 
atan upfront payment of Rs 5001 and 
a monthly rental of Rs 800-900. 

What's getting Reliance attention are 
its value added services. Apart from 
basic telephony, Reliance subscribers 
get access to R-World, its multimedia 
content service, which includes news, 
video, audio, games, finance, astrology, 
and topical broadcasts. Of course, the 
quality of this depends on the handset 
you opt for. The killer app for Reliance 
is turning out to be the high-speed Net 
connect it offers through its handsets. 


You can use it asa modem and connect 
to your PC or notebook via a data cable. 
All you spend is 40p per minute and a 
monthly subscription of Rs 200, which 
is waived off for a while. 


Say hello, with Tata Indicom 
Despite a low profile launch, Tata 
seems to have got it right. Their plans 
also aren't overly ambitious—with 
rollouts only in some states—Delhi, 
Andhra Pradesh, Gujarat, Maharashtra, 
Karnataka and Tamil Nadu. Their tariff 
rates have been going southwards for a 
while. Recently, to counter Reliance's 
"Go mobile at Rs 501” offer, they've got 
a scheme running at Rs 499 to get a 
crack at increasing numbers. For now, 
their subscribers number just short of 
ten lakhs. Tata gives you an option of 
four to five different tariff plans, which 
range from Rs 295 to Rs 999 monthly 
rentals. You choose from a range of 
Motorola, Kyocera, Nokia and Jupiter 
handsets. In terms of value added ser- 
vices, theres not much on offer. Tata 
Indicom uses CDMA Ix for limited mo- 
bility, just like Reliance, so technically, 
they should be able to provide the same 
services. But they haven't rolled them. 


Join the party 
While Reliance and Tata are the two 
visible names for CDMA, the service 
that first came out was actually MTNLs 
Garuda, and now there's also BSNLs 
Tarang. Lower calling rates and lower 
handset rates seem to be the mantra 
with both these, but they're both lim- 
ited to specific regions—Tarang in 
Chennai and Hyderabad and Garuda in 
Delhi and Mumbai. However, they've 
managed to notch up numbers in the 
past two months with attractive 
schemes and by tying up with the more 
popular handset makers. 
Nupur Chaturvedi 
talk@livingdigitalindia.com 


fet » IV Mei ra a 1 
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Never miss a camera when you need 
one—almost every third mobile phone to 
be launched will have a camera. To 
choose one, the keywords are image 
size and ease of transfer 
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ts not just happening in Japan 
anymore. Mobiles with cameras 
have flooded the Indian markets. 
There are several business uses one 
can put a camera phone to, but for 
now what's driving people to buy 
them is the ability to take pictures 
anywhere, anytime and share them 
with friends and family. 

With GPRS and MMS becoming so 
affordable, there's more possible. A fer- 
tile imagination can really have a field 
day with a camera phone. If the phone 
supports it, these images can also be 
transferred to a laptop or a PDA over 
Bluetooth or infrared. 

Zeroing in on the right camera 
phone isn't very unlike choosing a regu- 
lar phone, but you need to keep a few 
extra things in mind. Most mobiles with 
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built-in cameras come upwards of Rs 
20,000. There are also cellphones that 
let you add a camera attachment to 
them—like the Sony Ericsson T68i, 
T300, T310 and T600, and Siemens’ S55. 
The good thing with these is that they 
are lighter and less bulky than phones 
with in-built cameras, but then, taking 
pictures with these needs you to carry 
the camera along separately and the 
spontaneity of taking fun pictures is lost. 

Some things you could look out for 
in a camera phone are: 

Colors What's a picture without 
colors? Camera phones come with a 
color screen—take your pick from 
256, 4096 or 65000 color displays. Of 
course, the more the colors, the more 
battery they gobble up. 

Display A clear bright display will 


camera phones 


make that picture message truly come 
alive. The size ofthe display is impor- 
tant too. 

Memory Where are you going to 
stash away those lovely pictures? Most 
phones come with internal 
memory—check that before you buy. 
Some, like the Nokia 3650, also come 
with an external memory card. 

Upgradeability You might be 
happy with all that your mobile comes 
with, but consider one that lets you 
add to it in terms of new features. If 
your phone supports it and you can 
connect it to your PC or notebook, 
you could download add-ons like im- 
age editors, programs that let you take 
video from still camera phones and 
other interesting things. 

When it comes to the camera itself, 
don't expect it to match the quality 
from high quality standalone digital 
cameras. These little cameras have to 
give up alot to be able to be viable for 
use inside a phone. The cameras in- 
side phones typically use a CMOS 
image sensor rather than CCD. The 
pictures aren't as good, but it brings 
the cost down, and eats up less power 
as well. Secondly, to give you space for 
more pictures, files sizes are also 
watched carefully—images are nor- 
mally saved in compressed JPEG for- 
mat. Image sizes are also kept down 
for the same reason. But there are still 
a few things you can keep in mind: 

Image size The maximum you'd 
get is 640 x 480, but normally it's just 
320 x 240 or even 160 x 120. 

Zoom The size and position of the 
camera on a phone restrict it from 
having any real optical zoom, but 
there are some models, like the 
samsung V200 that come with a digi- 
tal zoom. 

Built-in flash A power-hungry fea- 
ture, this one's for those with an after- 
dark life. Cameras in phones aren't too 
great with low-light pictures, so a 
flash, however weak, helps. 

Image editing Most phones come 
with some basic on-phone editing fea- 
tures, like brightness and contrast fix, 
effects like sepia and black and white, 
etc. Some give more than that—resize, 
rotate, add text and frames. 

Sharing pictures Of course, all cam- 
era phones let you send pictures over 
MMS, but can they also connect to your 
PC, notebook or PDA? This would be 
using a data cable, over infrared, or over 
Bluetooth. Find out before you buy. 

Mridu Khullar and Nupur pans 


talk@livingdigitalindia.com 
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Tried Hutchword yet? It’s an exciting range of GPRS services, 
exclusively created for Hutch customers. Loaded with cool features & 


amazing things to do, Hutchivore is an experience we're sure you 





want to know more about. Here's a quick trip around Hutchivare. 








Hutch'Worió has brought exclusive events 
like the Cricket World Cup, the Fashion Week 
and pageants like Miss Universe, straight to 
your phone screens. Now catch more 
special moments like these, as they happen, 
as video Clips on your GPRS phone. 





Funny, touching, bizarre, candid. If you 

. have a favourite moment, click it on your 
phone and send it as an MMS. You can 
even e-mail photo links to friends across 
the world, directly from your GPRS phone. 








You've got mail, and now it's on 
your Hutch phone. Because 
Hutchiworid brings you Yahoo! 

| mail, Rediffmail, VSNL, as well as 
Yahoo! messenger right to your phone screen. So you can chat as 
well as send & receive e-mails just as you would from a computer. 








Say goodbye to ‘Snakes’, as 
Hutchiorid lets you download and 
play video games like Darts, Jet 
Attack, Xtreme Boxing and many 
more, on your GPRS phone. 





This one's for cinema buffs. Now you 
can get a feel of the latest flicks, right 
on your phone screen. Just click and 

| view from a variety of movie trailers 
that Hutchiord brings along. 








Crossword 


This is for those who cantt get over crosswords, Now you can download 
the game on to your GPRS phone, for hours of fun. Think you have 
a way with words? 





Tired of boring, beep-beep ringtones? ` 
Just get on to Hutchword and — 
download from a range of Polyphani 
tunes, including the latest chartbusters, 
to music that matches every mood. 










Hutchivarid enables you to surf the net on 
your GPRS phone. Given below are some 
of the sites you can access, provided your 
handset supports this facility. 


Category Website | i 
Cricket cricinfo.com 


Search Engine yahoo.com, google.com, rediff.com, 

excite.com, aitavista.com 

nse-india.com hdfcbank.com, 

moneycontrol.com citibank.com/india 

Shopping indbazaar.com, ebay.com, malamall com, 
buy.com, egreetings.com E 

News &Entertainment — business-standard.com, indiatimescom, — 
economictimes.com, indla-today.com, — 
msnbc.com 

Sports oniinesports.com, espn.go.com 

Films & Movies imdb.com, reel. com, hollywood com 


Finance & Banking 





There's even more on Hutchiworld, Right from weekend Guides to. U Am 
your city, to what the Stars foretell, TV news, Movie stuff, Recipes, 
Health tips, Jokes and more, provided by MSN. 





There, that was a quick tour of Hutchword, And we've got loads 
more stuff that you can check out. Subscription costs Rs 99 a 
month. Heres how you can activate: 

s Send Hi as an SMS to 123 from your GPRS phone e Then send 
'GPRS & MMS’ as messages to 123 = We will send you GPRS and 
MMS settings as SMS to your phone = Save these and you're ready. 


Log on to www.hutch.co.in for information on handsets that 
support GPRS. So see you soon, and welcome to Hutchwane. 
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Nokia 5650: The video phone 

Price: Rs 23,399 

A built-in video camera, PDA-like functions and a big 
4096-color screen—the 3650's got a lot going for it. And 


at Rs 23,399, it gives more bang for buck than most of 


the other camera phones around. Its unconventional 
circular keypad is alittle unintuitive and uncomfortable, 
but you get used to it after a while. The camera takes 
pretty clear pictures in 640 x 480 pixel size, especially in 
daylight. If you're in one of the metros, you can share 
these pictures with MMS or go online over GPRS and 
mail them. The video isn't as great as the pictures, and 
looks better on the phone than on your PC. Besides 
GPRS and MMS, the phone also supports Bluetooth and 
infrared, and has triband access—so you're pretty well 
connected with it. The 3650 is also one of the few smart 
phones in India—a breed of PDA-phone hybrids—and 
works on the Symbian Series 60 operating system, for 
which there's software available on the Nokia site for 
download, to add to its features.. It also has a very nice 
integrated SMS/MMS/E-mail 

client and a full calendar 
and to-do list. Even with all 
this, battery life isn't an is- 
sue with it. 





spade tor its image 
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Nokia (690: First one out 
Price: Rs 26,999 

Nokia’s first camera phone is still one of the best around. 
It gives stiff competition to the 3650 and Sony Ericsson's 
P800, and beats them on the popularity charts. Like them, 
it’s asmart phone, with some PDA features and a camera. 
But unlike them, it’s built to best suit the phone features, 
rather than the PDA or camera features. The digital cam- 
era, hidden behind the slide-out back, takes pictures at 
640 x 480 pixels. The images are the best when clicked out- 
doors, and its heavier body makes up for more stable pic- 
tures. The images stay in folders, zoom in and out, and 
beam across to a laptop or other MMS or Bluetooth de- 
vices. What's more, on the Nokia 
Website, there are interesting 
downloads that add to its camera 
capabilities—including one that 
turns it into a video camera. Like 
the Nokia Communicator, it runs 
Symbian's Epoc operating system 
The 176 x 208 pixel 16-bit TFT dis- 
play is clear and sharp indoors. 





The 7650 is a phone, camera and 
PDA—in that order. Clear daylight 
images, very comfortable to use as a 
phone, GPRS, MMS, Bluetooth, infrared 
and enhanced organizer features make 
this one a popular choice. What's 
missing is triband access 





Sony Ericsson P800. Smart and cool exec 
Price: Rs 39,995 

If you want a PDA with a phone and camera built-in, the P800 
itisfor you. Its the first palm-sized Symbian OS device with a 
basic integrated camera, a touch screen function and a full- 
fledged PDA. This neat gadget lets you take pictures of up to 
640 x 480 pixels. The P800 doesn't come with a flash, but the 
pictures can be adjusted for size and qan and you can 
send them as e-mail or as an MMS à 

message or to your PC through infra- 
red, Bluetooth or the USB cable or even 
assign them to phone numbers. Space 
is no problem—theres 12 MB internal 
memory and a 16 MB Memory Stick. 
This triband smart phones got a de- 
tachable keypad, a wireless e-mail 
browser, handwriting recognition and 
MS Office document reader. 


This one’s got the best PDA functions, 
with a touch screen, handwriting 
recognition, e-mail browser and an Office 
document reader. The P800 works well as 
a camera and phone, with good image 
quality, GPRS, Bluetooth and USB 
connectivity. The price is prohibitive though 
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Nokia (250. Eye on design 

Price: Rs 26,299 

Style is this one's mantra. This hip phone from Nokia is 
triband, has a 4096-color 128 x 128 pixel passive matrix dis- 
play (unlike TFT LCD ones), Java support, an FM radio and 
aspeakerphone. The integrated camera takes photos in 352 
x 288 pixels—good for viewing on the phone or sending as 
an MMS—not that great to view over a PC. The Nokia 7250 
comes with 3.5 MB space. It's got no built-in flash and to 
get decent quality pictures, you have to ensure good light- 
ing conditions. The 7250 can store not only pictures, but 
also downloadable J2ME applica- 
tions and games. It comes 
bundled with a handsfree to let 
you drive safely and enjoy FM 
radio. Its audio quality is good 
and so is the signal reception. 
Other features include WAP 1.2.1 
browser, infrared, GPRS and 
HSCSD support. 


Slim and snazzy, the 7250 takes 
pictures in 352 x 288 pixelsand — 
doesn’t have the awkward shapes 
of the other two from Nokia. It's a 
tad expensive for its feature set— 
especially when compared with the _ 
7650 and 3650 from Nokia. But it - 
beatstheminlooks. — 





Samsung V200. Roll over and click 

Price:Rs 28,999 

The V200 from Samsung comes with a tiny little camera 
hidden away from the main body with which you can ac- 
tually sneak up on someone, pretend to be peering at an 
SMS... and capture those embarrassing moments. This 
CCD camera can rotate a full 180 degrees take JPEG pic- 
tures at 352 x 288 pixels and store up to 

100 images. The image quality isn't 
that great however, which ironically 
shows up more on its brilliant 65536- 
color 128 x 160 TFT display. The V200 
would fall into most people's comfort | 
zone, going both by the screen and 
the keypad size. The phone comes 
with a dual display, WAP GPRS, MMS 
and triband access. Battery life is de- 
cent, unless you go on a picture tak- 
ing spree. 








Its claim to fame is a small 180-degree 
rotating camera at the hinges, which takes 
pictures in 352 x 288 size. A brilliant color 
display, 40-poyphonic ringtones, slim — 
clamshell size and all except Bluetooth 
connectivity options are other reasons to - 
buy, though the price may be discouraging 
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Panasonic GIO /: Just shoot me 

Price: Rs 28,000 

The GD87 delivers clear and sharp pictures with its 
110,000-pixel CMOS camera. Both indoor and outdoor 
shots were good (for viewing on the phone) and the cam- 
era came packed with a few extras like a digital zoom, self- 
timer, night shot and picture editing. The phones great 
for self-portraits—there's a small reflective steel ‘mirror’ 
on the clamshell cover. If you want to 
take self-shot, you can activate the 
camera function first, then close the 
flip and face the little mirror, press 
the button at the front, and smile. Its 
65,000 color screen display makes 


pealing. This dual display WAP en- 
abled phone, has other features like 
GPRS, infrared, synchronization with 
PC via RS 232 cable, MMS and caller 
ID pictures. Battery life is good—it 
lasts more than two days, with some 
camera usage and average talk time. 


This clamshell from Panasonic takes the 
camera just a little beyond point and — 
Shoot with some image editing features, 
and the image quality is decent for — 
viewing on the phone display. Asa 
phone, it's quite good, both in terms of 

battery life as well as voice clarity 





Sony Ericsson T610: Snap and share 
Price: 19,995 

As a first indication of camera phones becoming more af- 
fordable, Sony Ericsson has brought in the T610 as the cheap- 
est camera phone in the market. It has a very rich set of fea- 
tures. A 65,536-color display, MMS, GPRS, WAP 2.0, 
Bluetooth, infrared, games, POP3 e-mail client with attach- 
ments and an image viewer are some ofthe features it boasts 
of. The camera takes pictures in 288 x 352 pixel size, to which 
you can apply basic editing and effects on the camera. Im- 
age quality is average. MMS works well with the T610—be- 
sides pictures you can also add text 
and audio. You can also record little 
voice notes. But niggling problems, 
like slow navigation (we came 
across it in the T310 as well), still 
persist. Barring that, this phone is 
good value for money. 


The same killer set of features as 
the others but at really low price; 
it includes triband access, GPRS, 
MMS, Bluetooth, infrared, WAP 
and an e-mail client, and a decent 
camera make this phone very 
good value for money at 20k 


Smriti Juneja 
talk@livingdigitalindia.com 
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ust a year since the service 
was launched, and already 
MMS phones make up 
about 2096 of the total 
handsets in the market, 
spread across price categories. The 
cellphone operators all have interest- 
ing packages that range from com- 
pletely free, to a minimal amount. 
Clearly, MMS has arrived. 

For MMS phones that have inbuilt 
cameras, things are looking pretty 
good. But for those that just support 
MMS, more needs to be done. These 
phones depend on either pictures for- 
warded by their camera phone en- 
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dowed friends, or on downloads from 
the Net. Both operators and handset 
manufacturers are working to create 
and promote content (like templates 
and ringtones based on Bollywood 
potboilers). But this has just begun. 
Those who're buying an MMS phone 
right now are doing so because it 
doesn't cost extra to get one and fu- 
ture-proof yourself. If you're in the 
same league, read on to find what's 
possible with MMS now. 


More than just pictures 
MMS moves beyond text and 
some bit of line art on green screens, 





to color pictures, photographs, voice 
clips, downloadable programs, and 
even video. You can even get little 
soap operas for MMS phones! It is 
clearly the next generation of messag- 
ing. To do all this, you'll need an 
MMS-capable handset and subscrip- 
tion to a service provider that sup- 
ports transmission of data through its 
networks. Today, there are some 7 to 
8 cellphone models available in India 
with a camera in them, and at least 
20 others that support picture mes- 
saging (actual pictures, not the crude 
black pixilated ones that you've been 
sending so far). 
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C motio BPL in Mumbai has MMS and 
“== GPRS services only for post- 
paid users. Monthly rental is Rs 199 per 


month with 100 MMS free. If you exceed 
100 MMS, the charge is Rs 3 per MMS. 


». Hutch launched its ser- 
Hutch” vices during the World Cup 
with an introductory offer 

of Rs 99 per month for GPRS and MMS 
services. The rate still continues. Prepaid 
users will also have to pay an initial acti- 
vation charge of Rs 50. Downloads are 
available on the Net at Rs 8 per down- 
load. Sending messages is free. 












in one make MMS irresistible. 


The actual sending and receiving 
isn't too different from SMS. Compose 
a message, insert a picture in it, send 
it, and wait for confirmation that the 
other person has received it. At the 
receiving end, you get an indication 
that you've received a message, click 
on it to open it and it shows the mes- 
sage with the picture. In the case of a 
video clip, it starts playing it auto- 
matically. MMS integrates well with 
the Net. There are sites that let you 
send an MMS to a phone, and from 
an MMS phone, you can send the 
message to a person who doesn't have 
a compatible phone over e-mail. 





Airtel is offering free MMS 
service. Send an SMS to 


lAir 


222 from your MMS enabled phone to ac^ 
tivate the service. 


D 


Spice in Bangalore is idend 
MMS at Rs 99 per month. You 
get 25 free outgoing MMS mes- 
sages, after which you'll be paying Rs 5 
per MMS. Right now, the service is only 
available from Spice to Spice users. 


Idea Cellular lets you download 
video messages from their site, 
besides letting you send and re- 
ceive cse and music. | 
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MMS for fin 


MMS is not just about clicking pic- 
tures and sharing them through mes- 
saging. You can also download and 
play music and games, create picture 
albums, get to see movie trailers be- 
fore their release, get highlights of 
sporting events on your handset and 
so on. Get on to the Net and you'll find 
there's a huge stock of templates, pic- 
tures, animations and ringtones to 
choose from. These goodies are avail- 
able both for free and at a cost. In In- 
dia portals like go667.com let you pay 
online for various content/applica- 
tions through a credit system. 

Go a step forward and store your 
pictures, edit them, create albums or 
even make a movie. You can create 
online photo albums for free (generally 
free only for a trial period of a month) 
and access it later from anywhere from 
your MMS-phone or Web browser. 

MMS is also getting a push, through 
the rapid development of interactive 
games based on Java standard. Most 
are available for free download off the 
Net. Mobile music too is seen as one of 
the most potent applications, expand- 
ing beyond polyphonic ringtones to 
downloadable MP3 songs. As of now, it 
is constrained by the memory size of a 
mobile handset (that's why song clip- 
pings are being used as ringtones) and 
the networks' bandwidth. 

Even MMS clubs have cropped up 
online in the recent past like http:// 
www.club.nokia.com. Here members 
get to download ringtones, play mo- 
bile games and watch movie trailers. 
Unfortunately, India isn't yet listed in 
the countries where the club is active. 


MMS at work 


The possibilities of MMS are im- 
mense in this field. It could help im- 
prove health care in times of accident 
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and emergency. You could MMS a pic- 
ture of your injured relative directly 
to specialists in the hospital or ambu- 
lance. They would be then be able to 
immediately advise you on what pos- 
sible medical treatment you could 
give till they arrived—saving precious 
time and possibly life. 

MMS in crime detection and polic- 
ing is not such a far-flung idea. For wit- 
ness identification and arrests, picture 
messages act as crucial photographic 
evidence. Journalism too could use 
MMS. Especially in areas where TV 
camera crews aren't allowed or where 
filming conditions are bleak. But then, 
you might also have to contend with the 
possible misuse of MMS. Recall the 
Tehelka scandal—using a hidden cam- 
era to capture subjects unaware—and 
MMS in such circumstances might just 
have to put up with the ‘unethical’ tag. 

MMS's potential is also obvious in 
sectors like real estate, insurance and 
retailing. A real estate agent after vis- 
iting a field site, could immediately 
send back images of the property 
along with details back to office or to 
prospective clients and buyers. And 
the next time something new comes 
in the market, your local retailer or 
shopkeeper just has to MMS you the 
product image. 


Will it, won't it? 

Analysts Forrester has estimated 
that in 2007, MMS will account for 3296 
oftotal mobile message revenues. And 
Orange predicts that MMS-capable 
handsets will by used by 4096 of its cus- 
tomers by 2005. But even though the 
tech-savvy, high-end mobile users 
may be aware and excited, there are 
still doubts about MMS being a rapid 
success. And penetration as well as fre- 
quency of use of MMS is expected to 
be very low, at least in the initial couple 
of years. It has been observed that even 
on the global level MMS is not as suc- 
cessful as SMS. 

But in spite of these issues, one 
thing's for sure—there's no going 
back now. Cellphones are evolving 
and the new differentiators are these 
new technologies—MMS, poly- 
phonic ringtones, Java apps and 
more. And there are enough deep 
pockets in India to help sustain the 
technology. Now all you have to do 
is get the right camera angle and 
click away. 

Pakshalika Jayaprakash 
and Nupur Chaturvedi 


talk@livingdigitalindia.com 
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MMS phones 


Lots to choose from, and in every budget, 
these MMS phones bring color, pictures and 


the fun of messaging together 


Nokia3530000—0 


Rs 9,099 


It's the cheapest one around, with polyphonic ringtones, 
GPRS, WAP MMS, downloadable JAVA games and a sound 
battery. The 3530 is an entry-level color screen phone from 
Nokia. With a 4096-color display, the phone has a talk time 
of up to 4 hrs and a standby of up to 13 days. 


Siemens $55 
Rs 17,070 

Small it may be, but the S55 doesn't know how to com- 
promise. Apart from the now usual MMS, GPRS, WAP and 
a 256-color screen, the phone has triple band access, the 
ability to synchronize with Outlook and Lotus, the ability 
to work as a modem, and a full calendar. This smart hand- 
set offers a standby time of 12 days and a talk time of 6 hours. 


Sony Ericsson 2600 
Less than 20,000 

When it comes out, the Z600 will be one of cheaper 
camera phones. With some cool features like 65,536 col- 
ors TFT display, 40 polyphonic chord tones, MMS, WAP 
and Bluetooth, the soon to be launched Z600 can store 
up to 2 MB of data and offer an excellent talk time of 9 hrs. 








Nokia 5100 
Rs 18,499 

If you jog, hike, 
and travel in all 
sorts of weather 
with your phone, 
you'll appreciate the 
5100. Encased in a 
rubber-finish body is a 
phone with a flashlight, 
a calorie counter, 
handsfree speaker, FM 
radio, sound meter, infra- 
red and an automatic vol- 
ume control. It's also a 
triband, MMS and Java com- 
patible phone. The phone 
comes. Its X-press on cover 
promises protection against -— 
dust, water and shocks. Its tough 
exterior will make it your best companion, all 
















| through those rugged adventures. 


pe 


lí 


` SE REN ioc SSD NRI Rl E EAE EIGEN =a Genil LT: "RE EI) tuum 


[ 
| 
| 
| 
| 
| 
| 
| 
| 


><.w" n ` 


` Nokia 6610 





SIEMENS 
. j essage: 
Siemens M55 a "IESSages _ € 
Rs 10,900 
A triband phone, the 
M55 is a tough cookie, 
with a rugged body. The 
display type is color 
graphic and its screen 
supports 4096 colors. It 
has 38 optional ringtones 
and 4 custom ringtones. 
It also has vibration built 
in and supports MMS. It 
also comes with a 
melody composer and 
an optional digital camera 
attachment. It has an in- 
ternal memory of 1.8 MB, 
supports GPRS and comes 
with 2 in-built games. It also 
supports WAP and has a 
standby time of 250 hours and talk time of 
7 hours. 
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Rs 16,399 

This recent addition to the Nokia stock is a triband 
phone with a brilliant 12-bit color display. Light, small, 
and packed with features like MMS, GPRS, Java, infra- 
red and games, the phone is quickly getting popular to- 
day. There's also a built in FM radio. The 720 mAh lithium 
battery is sufficient to handle all this for more than two 
days on a charge. 


Nokia 6100 
Rs 20,099 

Another phone with hip and snazzy looks. The 6100 has 
the right combination of style and usage, and packs in 
some cool features like MMS, WAP 1.2.1, infrared, games, 
built-in hands-free, temperature scale and currency con- 
verter. What's cool are its business features—meeting or- 
ganizers, reminders, beepers, alarms, schedulers and lots 
more. 


Nokia 7210 
Rs 22,519 

The 7210 is a trendy phone that combines a cool de- 
sign with technology. This triband phone comes with a 
high-resolution color display, GPRS, MMS, WAP FM ra- 
dio and polyphonic ringtones. What's different is that 
the phone's polyphonic tunes are played through a 
speaker rather than the normal buzzer so you get im- 
proved sound quality for ringtones, alerts and gaming. 
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Siemens SL55 
Rs 25,850 

Drop-dead gorgeous 
and colorful, the slider 
phone from Siemens has a 
lot going for its looks. But 
open it, and you come 
away with mixed feelings. 
First the good stuff—mu- 
sic accompanies the slid- 
ing in and out of the 
phone. It's triband, with a 
4096-color screen, poly- 
phonic ringtones, infrared 
connectivity, EMS, MMS, 
WAP and GPRS. And for all 
this, theres 1.6 MB space. 
What it misses badly is a 
camera. There's an add-on 
camera available with Si- 
emens, but you pay extra 
for that. 


SIEMENS 
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Sony Ericsson T68i 
Rs 14,995 
The T68i was Sony 
Ericsson's first co- 
branded launch in In- 
dia. It was also the 
world's first multime- 
dia messaging phone 
with color imaging 
feature. With an option 
of fitting in a 
+ CommuniCam, you 
! can send pictures over 
e-mail or add them to 
! your contact lists. This 
! triband phone has 
+ GPRS, Bluetooth, WAP, 
MMS, Infrared, games 
and PC synchroniza- 
tion via RS232 cable. 











Motorola T720i 
Rs 15,995 
Another phone with an option of fitting in a digital 
camera, the T720i comes with some snazzy features like 
WAP, JAVA, GPRS, EMS, a 4096-color screen display and 
downloadable screensavers and wallpapers. A camera 
is bundled with the phone—you don't need to buy it 
separately. It takes pictures in 320 x 240 pixels, and like 
the camera in Samsung’s V200, the lens can swivel 180 
degrees. What it surprisingly misses is MMS support. 
Packed with a 500 numbers phonebook, the T720i of- 
fers a talk time of 4 hrs and a standby of 390 hrs. 
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Sony Ericsson T310 | 
Rs 9,995 

For its price the T310 
is quite a phone, espe- 
cially if you're depending 
on your mobile for enter- 
tainment as well. A set of 
interesting games, in- 
cluding Tony Hawk's Pro 
Skater, 32-polyphony 
ringtones, MMS and 
GPRS, and a 256-color 
display make this an in- 
teresting phone. A built- 
in modem and infrared 
make this even better. 
The feature set of this 
phone is better than that 
of Nokia's 3530, but do 
compare the feel of both 
these phones before you 
buy. Especially check out 
the feel of the keys. 















Alcatel 535 | 
Rs 15,000 
The 535 comes with | 
a 4096-color screen dis- 
play, MMS, organizer, | 
GPRS, WAP games and 
polyphonic tunes. It | 
works its MMS quite i 
well—apart from pic- | 
tures and text, you can | 
also add a voice note. | 
Then there's another in- 
teresting feature—there 
are two speakers, one 
for voice and the other 
for ringtones and 
handsfree conversations. 
You can personalize it by 
downloading tones, icons 
and games. This handset 
can support various file 
formats like JPG, GIE aGIE 
PNG, BMP MIDI, SP-MIDI, | 
i-Melody, AMR. | 


Nokia 6800 
Rs 23,799 

The 6800 has a radically new concept of two keyboards 
where one side flips open over the other one. It's got other 
features like a 4096 color screen display, MMS, GPRS, 
JAVA-enabled applications, Infrared, games and poly- 
phonic ringtones. Try out the keyboard before you buy— 
it isn't that friendly while punching in messages. Also, at 
this price the phone doesn't offer Bluetooth. 


smart phones 








iones go smart 


It's the latest mobile multi-tasker. Use this phone-PDA hybrid 
as an organizer, an e-mail device, a cellphone, or have some 
fun with the built-in camera and MP3 player 


o more fumbling with multiple 
gadgets—get a smart phone 
| instead. It combines the tele- 
phony features and small form factor 
of a mobile phone with the function- 
ality of a PDA. So you get voice, wire- 
less and Internet capabilities all rolled 
into one smart device. 


Hyper hybrid 


Smart phones sport large color 
displays (some with touch-screens), 
handwriting recognition, and have a 
modifiable user interface. Other fea- 
tures include instant messaging, e- 





mail clients like Outlook or Eudora 
and a wide range of business appli- 
cations like memos, schedulers, cal- 
endars, currency converters and to- 
do lists. Also onboard are expansion 
slots to add memory and hardware, 
and the ability to synchronize data 
with your PC. What's more, most have 
integrated games, camera/video-re- 
corder and MP3 player/FM radio. 
These phones work on different 
operating systems—Microsoft's 
Smartphone OS, Symbian, Palm OS 
and Linux. Some mobile manufactur- 
ers have also come out with different 




















tpi one comes with a detachable keypad. It has 
wireless e-mail browser, handwriting 





http:/Avww.sonyericsson.com/P800/ 
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cular keypad with a 5-way scroll key. With 
ory, expandable with a memory card, the 
«e an integrated VGA camera, a color 
Jlors and a camcorder for capturing video 
mail support, and an XHTML browser. 
services like new games, ringtones and 
nd even play multi-party games over 
Rs 23,399. www.nokia.com 
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red by Symbian OS v6.1. It has a slide-out 

bles up as a lens protector for the 

nera, with a photo album for storing 

MMS, GPRS, WAP Bluetooth and 

onal Java apps. Four-way joystick navigation, 

B of onboard memory make up the rest of 
26,999. www.nokia.com 


software platforms, which run on top 
of the specific OS. The software plat- 
form can be licensed to other mobile 
handset vendors who will be able to 
integrate the platform into their own 
application-driven phone designs. 
What this does is that it lets develop- 
ers create a new wave of applications 
and services on smart phones from 
multiple manufacturers. For example, 
Nokia's smart phones (3650, 7650 and 
6600) run on Symbian OS and have 
the Series 60 platform. It has licensed 
this Series 60 platform to Samsung, 
Panasonic, Siemens and Sendo for 
use on their smart phones. 


Extra apps 

Already there's been a huge roll- 
outofthese apps worldwide with lots 
more underway, especially in the 
arena of games, personal productiv- 
ity tools and enterprise applications. 

All these extra PDA-like features 
make the smart phone somewhat 
bulkier than vanilla mobiles. They 
also cost more—comparable to what 
you'll spend on a high-end business 
mobile or PDA. 

According to a report from ARC 
Group, smart phones will grow from 
less than 1% of total mobile handsets 
shipped in 2002 to 5% in 2007. And 
Canalys reports that smart phone 
sales will overtake handheld com- 
puter sales in Europe this year. By the 
end of this year, Nokia hopes to have 
sold 10 million such smart phones. 

. Road warriors looking for power 
features on the move may still prefer 
a traditional PDA. But if you're an on- 
the-go music, movies and games ma- 
niac, who occasionally wants to use 
the PDA for checking schedules and 
contact information, do check out the 
smart phone. And with a barrage of 
future apps, the smart phone could 
well be on its way to becoming the 
next must-have device. 

Pakshalika Jayaprakash 


talk@livingdigitalindia.com 


bu ee me cle EA ERSTE PRECTIT ALI 


**Freetalk” 
HUNGAMA 





Buy a Reliance IndiaMobile. Enjoy unlimited free local talktime 
with a Reliance IndiaMobile customer of your choice for ten months. 


** A lot more hungama yo 


+ FREE 10,000 SMS in first 2 months to any mobile service anywhere in India 
« FREE unlimited local talktime (10 pm-8 am) in first 2 months 
to any CDMA (Mobile) or any Reliance IndiaMobile customer. 





This offer is valid for all new subscriptions up to October 5, 2003. 
Choose from a range of tariff plans. Existing customers can also avail 
of this offer under a special scheme. Colour Hungam 


Rs. 5001 only 
** Hurry, offer closes October 5, 2003 "7 


Upfront payment 
Call 3033 4343 for details 


Monsoon Hungama 


Rs. 501 only 


Upfront payment 








Q> Reliance 


IndiaMobil 


Conditions apply. Please refer to our offer brochure for details. The features of 'Freetalk Hungama’ are available as an s à 
option with all Reliance IndiaMobile tariff plans. Reliance IndiaMobile services marketed by Reliance Industries Ltd. Kar LO D u niya M utthi Me 


Far further details call 3033 4343 or cantact any of our WebWoarlds / Authorised Ret al “ent í |^ 4^ M ç E i Tee" ME Y "wi 6E “K N 
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` Colour is life. 


6 Rem ) Take your pick, stand out and be noticed. With the new range of TFT colour 
ia -| phones from Samsung, the pioneer in 65,000 TFT-LCD colour screen. That 
SCREEN makes your mobile experience more real and lively than ever before. So go ahead 


and add colour to your life. 
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and at play 


Playwear to put extra zing-in your fun 
Designed for the work-hard-play-hard type. For you, fun doesn't lead to fatigue but unlocks fresh reserves of energy. 


Casuals 


Designed for the work-hard-play-hard type, fun doesn't lead to fatigue but unlocks 
fresh reserves of energy. Sprightly designs coloured from a mature, vibrant palette, 
they infuse spunk, energy and cheer wherever you go. Be it the frantic rollercoaster 


of a time or a long unwind weekend chapter, there's one garment just right to suit 





your flavour. 


y, | fA ae 
YESTSIDE 


Surprisingly affordable style 





° Mumbai * Bangalore * Hyderabad * Chennai * Pune * Delhi * Kolkata * Naapur * Ahmedabad 








Gazne -— glory, the prelude to a story 


ry, kissed by panache. And occasionally, by the wearer too. 












Ethnic 


Surprisingly affordable style 


Time to rev up the admiration as you drape our gorgeous ethnicwear for a fitting 
occasion. Turn your lifestyle around. You'll be turning a few heads as well. 


Mumbai 
Bangalore 
Hyderabad 
Chennai 
Delhi 

Pune 
Kolkata 
Nagpur 
Ahmedabad 














































About 4,000 consumers were 
surveyed — and the results 
were validated through 
rigorous back-checks 


OW do you measure consumer satisfaction? Well, you 
E could just ask buyers if they are satisfied with a brand. 
B Or you could probe deeper to find out exactly how 

B satisfied they are and what are the most important 
= EM factors driving this satisfaction. 

Four key product categories were put through the satisfac- 
tion test: frost-free refrigerators; CTVs (21" and above); fully- 
automatic washing machines; and 1.5-tonne air-condition- 
ers. The top national brands in each category were selected 
after comparing Cetma, ORG-MARG and 
IRS data. In essence, the survey was directly 
comparing the best-selling brands in the 
four categories. 

BW teamed up with NFO India, whose 
parent NFO WorldGroup conducts similar 
studies around the world, for this study. The 
study in five metros covered 4,000 con- 
sumers (3,958 valid questionnaires were fi- 
nally considered). 

The study surveyed SEC A, and to some 
extent, SEC B consumers in Delhi, Kolkata, 
Chennai, Bangalore and Mumbai. The focus 
was on 'recent' buyers — those who had 
purchased the relevant product in the last 12 
months. A minimum of 50 respondents 
were surveyed for each brand in each cate- 
gory at an all-India level, with a 95% confi- 
dence level. 

The data collection involved a two-stage process. In the 
first stage, NFO' field troopers went on a massive listing exer- 
cise — prospective respondents were identified after a survey 
of nearly 18,000 households based on data provided by con- 
sumer durable dealers and other sources in the five cities to 
come up with a list of over 8,000 households that had bought 
consumer durables in the last one year. A random sample 
of about 4,000 was then chosen from the list. 

This large listing exercise was necessary as the respon- 
dents had to fit the desired profile in terms of ownership 
period (which was capped at 12 months to ensure total re- 
call ofthe purchase experience), SEC profile, product spec- 
ifications, and so on. 

For the second stage, the NFO India field team hit the 
road again. The selected customers were administered a 
structured questionnaire and responses were collected on a 
fixed 5-point scale to questions on (a) overall satisfaction, 
given their pre-purchase, usage and post-purchase experi- 





ciencia N WAAS ia teil 


How we did it 


| ence; (b) willingness to recommend the product; and (c) in- 
_ tent to purchase the same brand again. 


| ences were further sub-divided into specific attributes and 
| measured. The attributes were grouped under the following 
| broad heads: (a) purchase stage (dealer related, price/ finance 
| options, information on service availability/installation; tb) 
| company related parameters; (c) product usage experience 
| (product features and performance); and (d) post-sales ser- 
_ vice-related issues. 















Then, the pre-purchase, usage and post-purchase experi- 


That was the consumer satisfaction side of the study, 


| Then, to figure out what the marketers were doing right (and E 

| where they were going astray), additional questions, which 
_ form a part of NFO India’s proprietary TRIM Stake holder 
_ Management System, were also included. This was to uncove 
_ fine differences like customers who were satisfied and loyal 
| versus customers who were satisfied but mercenaries. T 





The TRI*M System throws up the following: 

1) The TRIM Index Score: ‘One number which gives the 
intensity of ‘retention’ various brands within and across all 
categories. 

2) The Customer Typology: The Customer’ Typology maps 


| abrand’s customers in terms of their loyalty to the brand. 


3) The TRI*M Grid: This analysis helps group various ele- 
ments involved in the company-dealer-customer interface 
into those that are (a) hygiene elements: the basics every cus- 
tomer takes for granted from a company/ brand/product; (bj 
motivator elements: the key drivers of current brand loyalty: 
(c) hidden opportunities: key drivers of customer loyalty that 


' can possibly be used for building future competitive advan- 


tage; and (d) savers: attributes that have less impact on cus- 


| tomerretention under the current circumstances. 


The field work took two months, Random back-checking 


| was conducted thrice to make sure of the integrity of the data. 


| Finally the results were collated and analysed to come up wit s 
|! the BW Consumer Satisfaction Rankings. 15 
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CONSUMER SATISFACTION SURVEY 
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r-conditioners 


i-india Ratings I*M Index 
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Samsung 
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Carrier /" 421 50.4 372 — Voltas 
"E. . ‘The index is a single number that 
| 5 48. . .. measures the brand's ability to retain 
91.7 AE 8.3 . ; Customers. It takes into account 
overall satisfaction, willingness to 
recommend the brand, intent to 
purchase the same brand again and 
the belief that the brand has 
significant advantages over 
its competitors 
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*Figures are in percentage; 


High on satisfaction but relatively lower on repeat purchase 
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Metro Ratings 





m dà RS 8s 
"Hitachi 548 $6143 164 
Videocon — 517 — 621 310 
National — 483 — 379 2441 
‘Voltas 448 517 345 
| Samsung 315 594 188 ` 
Poe E ¿> a 
TOTAL E 








Samsung) — 609 — — 478  — ^ $609 ` 
Hitachi 60.0 (62.0 = = 600 - 
LG 595 — 619 667 
. Carrier 55.2 | 483 655 E 
Natina- —— 467 — 333 400 
sos ma 4 a 

TOTAL (848 À| | 








"e Hi c ui c ee 
National 65.6 | | 59.4 |J 563 
Samsung 58.6 690 | 586 © 
Hitachi 51.9 . 556 519 

Carrier 44.8 448 345 ` 
ui n ma 777m. 
LG 31.6 342 | 368 


TOTAL 000720828 07 


KOLKATA 

“Hitachi ar po CCS 
| Samsung 65.6 344 — 284 
National: 556 — 222 22.2 
Cartier 53.1 500 — 343 
Voltas 500 | 6500 28.6 

| Videocon 444 — 333 222 | 

(46 43.8 56.3 406 — 

TOTAL |. 560 707 a 











|. NOTES: 

. Overall Satisfaction: The percentage of buyers who said they were “Extremely 

' Satisfied’ with the brand. 

. Recommendation: The percentage of buyers who said they would ‘Definitely 

. Recommend’ the brand. 

. Repeat Purchase: The percentage of buyers who said they would ‘Definitely Buy 
. the brand again, 

: SAT: The mean scores on a 5-point scale for Overall Satisfaction 

: RECO: The mean scores on a 5-pomt scale for Recommendation 

> REPUR: The mean scores on a 5-point scale for Repeat Purchase 

75 Ache number of respondents was less than the number needed for statistical validity 
: (The notes given above apply to all categories) 

: dn Bangalore, there were hardly any recent buyers of ACs for à number of brands. 


Tu ly, a work of art 















CONSUMER SATISFACTION SURVEY 


Colour Televisions 


l-India Ratings I*M index 
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Sony 


samsung 
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Sony 
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Onida : 158 LG 


Akai | 90 Onida 


LG | 170 The index is a single number that 
measures the brand's ability to retain 
customers. It takes into account 
overall satisfaction, willingness to 
recommend the brand, intent to 
purchase the same brand again and 
the belief that the brand has 

: significant advantages over 

. its competitors 


BPL |. 84 
Philips |. 69 





TOTAL" 1,171 


*Figures are in percentage; **Includes ‘Others’ also 


High on satisfaction but relatively lower on repeat purchase 
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SAT: Overall satisfaction; RECO: Recommendation; REPUR: Repeat purchase 
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Metro Ratings | 
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. Samsung 563. | — 5221 | 500 
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, BPL ASS ATR  — A478 ` 
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CHENNAI 
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TOTAL o 


NEW DELHI 
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, Samsung 55.66 | 55.6 40.7 
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- Akai 379 27.6 24.1 

LG 31.0 44.8 37.9 

` Philips“ 278 22.2 16.7 

BPL: 

_TOTAI 
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Akai" | . 500 64.3 | 64.3 
Samsung. 45.9 | 56.8 25.1 
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Beyond Television 








CONSUMER SATISFACTION SURVEY 


Frost-Free Fridges 


l-India Ratings I*M Index 
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The index is a single number that 
45.0  . measures the brand's ability to retain 
customers. It takes into account 
overall satisfaction, willingness to 
43.3 recommend the brand, intent to 

i -purchase the same brand again and 

the belief that the brand has 
2 . Significant advantages over 
T we = = its competitors 

















*Figures are in percentage; **Includes ‘Others’ also 


High on satisfaction but relatively lower on repeat purchase 
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SAT: Overall satisfaction; RECO: Recommendation; REPUR: Repeat purchase 
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s most desirable refrigerator. 


Available in 800 and 800 itr. 
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Washing Machines 











I-India Ratings 
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*Figures are in percentage; 
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The index is a single number that 
measures the brand's ability to retain 
customers, It takes into account | 
overall satisfaction, willingness to ; 
recommend the brand, intent to 
purchase the same brand again and — : 
the belief that the brand has 
significant advantages over 
its competitors 





High on satisfaction but relatively lower on repeat purchase 
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THE SCORECARD 





Metro Ratings 
m" How to handl 
IFB 61.1 77.8 27.8 ei sida 
Samsung: 60.0 53.3 40.0 
, Electrolux 51.4 ST À 34.3 
Whirlpool 43.9 34.1 26.8 
Videocon 40.0 48.9 22.2 
LG 28.6 25.7 22.9 
BPL* 27.8 27.8 16.7 
TOTAL 45.0 47.6 27.1 
BANGALORE 
Whirlpool 60.6 54.5 57.6 
Electrolux* 53.8 46.2 30.8 
LG 51.1 46.8 44.7 
Samsung: 45.5 31.8 54.5 
IFB 41.4 34.5 Od. f 
BPL: 36.4 45.5 63.6 e 
Videocon 20.6 32.4 35.3 E i 
TOTAL 45.4 42.8 47.4 te 
CHENNAI Re 
IFB 70.6 61.8 58.8 H . 
Electrolux‘ 50.0 83.3 83.3 H : 
Whirlpool 40.0 44.4 46.7 Ha 
Samsung 40.0 40.0 40.0 | 
LG* 36.8 47.4 52.6 
Videocon 32.4 38.2 41.2 
BPL* 20.0 20.0 26.7 
TOTAL 42.5 46.7 47.3 
NEW DELHI 
Samsung* 100 100 100 
BPL* 100 100 100 
IFB 83.3 94.4 80.6 
Electrolux 70.6 [3.5 64.7 
LG 55.0 65.0 65.0 
Videocon 51.2 51.2 53.5 
Whirlpool 44.2 51.2 53.5 
TOTAL 61.3 67.2 64.2 
KOLKATA 
Electrolux’ 83.3 27.8 0 
Videocon 66.7 60.6 a hs Be 
BPL* 60.0 60.0 10.0 
Whirlpool 57.5 40.0 22.5 
Samsung: 55.6 55.6 44.4 
LG 52.0 44.0 8.0 
IFB: 33.3 46.7 33.3 q 
TOTAL 59.3 46.7 17.3 F ABRICARE Washing Machines 


Now even clothes are forever 
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What they bought (Jan-Sept 2003) 


DELHI MUMBAI BANGALORE PUNE LUDHIANA HYDERABAD 
AVERAGE AMOUNT SPENT (Rs); % OF RESPONDENTS WHO BOUGHT THE PRODUCT 


Amount Amount Amount Amount EZ Amount Amount 



































Colour television 9767 EJ 14,500 LT 23,000 IKE! —ma' 11,167 16,300 

| Music system 6300] 6500 MI 18000] 5001  —BM) 7,750 

| Air-conditioner | 15,000 2 —W 58,000 2 ——m : oe 

Washing machine 7,000%  — ID. -EJ 6000M 14,7228 700 

| Refrigerator 105001 oso IH i00 Ë oso E 21,467 EVA 9,667 

| Mobile phone 474271 87508] 629489 422 B3 41198) 5,876 ÉL 

| Car - 200,000 |Ë] 4,95,833 Bd 4,14,818 EZI 4,50,000 A 2,68,333 I] 300000 RI - 
| Motorcycle 19,000 IE] -EJ 54,000} 36,200 F 57,250 j 48,600 FT) 


What they plan to buy (Oct-Dec 2003) 


DELHI MUMBAI BANGALORE PUNE LUDHIANA HYDERABAD | 

AVERAGE SPEND PLANNED (Rs); % OF RESPONDENTS WHO PLAN TO BUY THE PRODUCT = 
| Amount MEME Amount E Amount Amount E Amount E Amount is 
| Colour television 10,5008% — 9,667 I: REM 14,000 Ü 12,500 EI + 16,800 Buy | = 
| Music system 4000 MB 9000 [E — W) 11,667 NI 11,000] :000[] : 
 Air-conditioner 16,6678 2166/8] 308]  - BM) 2»[À  — E 
| Washing machine — 7,700 8f] 12,500 B] — 13.200 BY —W] 38338 o£» š 
Refrigerator — 102228] 850 I 16,500 NI 11,667 N] 10,000 d 050 E : 
| Mobilephone — 52503 5.440 E] ¿oo 3.583 FEY — 5000 d 5209 : 
| Car 3,66,667 d 3,91,667 M 3.52400 A 50,000 E] 1.54286 EKI 17,25,000 MEY | 2 
| Motorcycle 108571 8E] 39000 gi] 30500] 31,600 B] 51,6670 00 Nj : 
| Base: 300 respondents SUME India; N.R.: Not revealed | I f "m s Source: NFO MBL maa E 
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are smi li ing a € air in 


by M. Rajshekhar 


| HIRLPOOL managing director Raj 
Jain cant hide his excitement as he 
narrates how, in the last two mon- 
ths, washing machine sales have 
jumped 12-15%. In the previous 
two years, his company had posted 
s SEX poor numbers, growing by just 1- 
2% per annum. “This year, things will turn around. 
We are expecting a 15% growth,” Jain says, grinning. 

Other consumer durable companies in the 
country are equally optimistic. At Videocon, its vice- 
president (marketing) Sunil Tandon has been notic- 
ing that flat TVs, and 20” and 21” TVs are selling fas- 
ter than ever before. At Samsung, director Ravinder 
Zutshi is confident about raking in another Rs 1,000 
crore in turnover by December (it has a target of 
Rs 2,500 crore and has managed Rs 1,480 crore so 
far). At Philips, D. Shivkumar, vice-president (con- 
sumer electronics), uses phrases like “encash(ing) 
the full potential of the boom" while describing his 
company’s marketing strategy. Their enthusiasm is 
reflected in the production figures. As per the index 
of industrial production (IIP), in April-July 2003-04, 
the consumer goods segment grew by 8.5% com- 
pared to 7.2% during the same period last year. Con- 
sumer durables, in particular, grew by 3.8% com- 
pared to the negative 4.5% last year. 

So, are the durable companies genuinely bullish, 
or are they just being brave? 

Here is what is certain. Their excitement is based 
on the consumer ‘feel-good’ factor. And that buoy- 
ancy is not a theoretical construct, but a reality. In 
September, market research outfit NFO India car- 
ried out a survey for Businessworld to gauge the 
mood among consumers. The findings were unam- 
biguous: our respondents in all the cities surveyed 
— Delhi, Mumbai, Hyderabad, Pune, Ludhiana and 


mee Dac 





Bangalore — reported that their disposable incomes 
were up. And they were planning to spend 3-995 
more on non-grocery items than what they spent 
last year (See survey findings on page 66). 

There are more reasons for this enthusiasm. m- 
dian consumer durables marketers have not oper- 
ated in a more favourable environment for a long 
time now. Inflation is about the lowest India has ever 
had; foreign exchange reserves are at a record high; 
the monsoon has been outstanding and, finally, in- 
terest rates are falling. Rainfall till 20 August was nor- 
mal or excess in 89% of the country. And as the IIP 
shows, industrial production was up a healthy 5.6%. 
Looking forward, the underlying strength in the eco- 
nomic fundamentals and the industry's contribu- 
tion to GDP will show up once the monsoon effect 
kicks in over the next 3-4 months. 

So, how are companies planning to capitalise on 
this? Launching new products does little more than 
maintain the status quo. The industry is mature. 
Hence, most of the new product launches are incre- 
mental innovations resulting in just a marginal im- 
pact on sales. So an LG is planning to launch a slew 
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Kwang-Ro 
Kim (top left), 
MD, LG 
Electronics 
India, is betting 
on business 
from new prod- 
uct lines like 
audio and GSM 
phones. At 
Samsung India, 
MD C.H. Yoon 
(top right), too, 
is betting on 
new products. 
And Videocon 
chairman 

V.N. Dhoot 
has doubled 

ad spends 





DINESH KRISHNAN 





of new product lines besides giving a big thrust to its 
audio systems. The company is rolling out systems 
that also play VCDS to target the lower end of the 
market. Next year, it plans to target Rs 100 crore in 


revenues from its audio business — more than half | 


the size of its current business. It also plans to start 
selling GSM phones next month, which, says a man- 


ager at LG, should be worth Rs 200 crore in the first | 


year. It is also planning to launch laptops soon. 
Then, LG has readied a new range of fridges — 
semi frost-free, a sort of meeting ground between the 
direct cool and frost-free refrigerators. This is the 
largest refrigerator segment in Europe, says the LG 
manager. Next summer, when demand peaks, it 
hopes to sell 1 lakh fridges every month (a total of a 


million fridges in one year). The trouble is: it can | 


manufacture only 60,000-70,000 fridges a month. So, 
LG plans to build up an inventory before summer. 

Rival Samsung is making an equally aggressive 
bid. In the next few months, Zutshi will launch five 
new fridges, five colour TVs, three microwaves and 
three washing machines. That is, 16 products — dou- 
ble what it launched this time, last year. "We have 
enough momentum," he says. "All we have to ensure 
is the consumers have something new." 

Whirlpool’s Jain, on the other hand, expects more 


growth to come out of the class B and C towns this | 


year than metros. "There is hardly any penetration in 


those (hinterland) markets. There's a 40% penetra- | 


tion in metros, 10% in small towns and only 2% in vil- 











lages." Jain has launched new 
refrigerators and washing ma- 
chines for these markets. So, 
the washing machines can 
also be used to store water. 
And their interiors are robust 
enough to withstand harsh 
detergents. Even the promo- 
tion strategy will be different. 
Unlike in the cities, where the 
company gives away lifestyle- 
oriented freebies like holiday 
schemes, in the hinterland, it 
plans to give away utilitarian 
products like bags. 

At Electrolux, too, managing director 
and CEO Rajeev Karwal is betting on prod- 
uct differentiation. A new fridge he has 
launched, Ozone, has a door alarm and a 
message recording facility. Its door can be 
opened with a foot pedal. 

Meanwhile, Videocon has upped its ad 
budget from Rs 80 crore last year to Rs 140 
crore this year and has come out with a 
stronger portfolio. As against two models in 
21" CTVs last year, it has seven models to- 
day. And against one base model in 29" CTV, 
now it has three models, two of which are 
flat CTVs. Videocon plans to concentrate on 
larger-sized CTVs as it sees the market shift in that di- 


DINESH KRISHNAN 


SANJIT KUNDU 


| rection. "Six months back, a 21" flat CTV used to cost 


Rs 17,990. Today, you get it for Rs 11,000. Consumers 
are not upgrading to higher-priced products but get- 
ting a better product at the same price," Tandon says. 

But underlying this optimism is a sense of cau- 
tion. While CTV sales have coasted along in the last 
two years, washing machines and refrigerators have 
not. Nods Tandon: "While the consumer electronics 
market has taken off, we don't share the same senti- 
ment for appliances. Washing machines, especially, 
have been stagnant.” Agrees the LG manager: 
"Washing machines are a complete disaster. I think 
the market will see a 'degrowth' this year.” One set of 
marketers believes appliances will pick up, but will 
not return to the heady growth rates of yore — that 
the product is exhausting the affluent, and reaching 


| down to lower income classes. Others disagree. 


But that is a debate which will end only after this 
festive season. No one is buying anything in the 
North right now. Partly because of the 'shradh' sea- 
son during which consumption is considered inaus- 
picious. And partly because consumers know that 
the best deals and promotions will hit the market a 
week or so before Diwali. The real surge, frets the LG 
manager, will be seen in the seven days preceding Di- 
wali. Little wonder, then, that the marketers are pray- 
ing — probably to Goddess Lakshmi. wi 





With reports by Ashish Aggarwal and Ranju Sarkar 
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Preraua presents 


. . " : I ° 
The International Business Quiz by Derek O' Brie 
Watch out for the evening of October 12th, 2003, when the battle sirens are sounded, th 
wat paint is worn, and the stage erupts in a blitzkrieg of minds 


This year, the IBQ as a part of Prerana 2003 ws ul present a unique p platform for co tpo tat 
and man azement students to eng are ina battle ofats under the are liz ‘hts The 2 ‘rand fin 
wall witness three teams each from corporate circ les and B-School c ampuses (a a total of 
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(% of income) 374 
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EFORE we look at the findings from the dipstick 
spending survey, it is judicious to understand the 

methodology followed. The survey was quantitative, 
| and covered 305 respondents across six cities — 
| Delhi, Mumbai, Bangalore, Hyderabad, Pune and 
| Ludhiana. Eighty per cent of the respondents were chief wage 


What t their Income* grew by In 2003 
(% of respondents) 





Delhi — Mumbai Bangalore 
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| E 0%-10% increase = 11%-20% increase 
T -3096 | increase —- a i 31%-4| 40% i increase — *Family di sposable income | 











CTVs (6.9%), cars (5.6%), music systems (5.2%), fridges (6.2%), 
washing machines (10.2%; this should cheer up white goods 


, marketers) and cellphones (13.4%). Not too many (3.3%) are 


i 
| 
| 
| 


| earners; the rest were housewives. Each of the respondents : 


| was randomly selected and 
| interviewed; they were bet- 
| ween 20 and 55 years of age, 
. and belonged to socio-eco- 

nomic classes (SEC) A or B. 
The questionnaire sought 


E IMIKTVSSIA GE dn Ser SORAYA horn Na cts ASCE IDE S A Yum 


Ma NINE RN QUEE 


responses in three time peri- aedi ON 
| ods — spending patterns in | Delhi 


| 2002, between January and 
September 2003, and pro- 
jected spending October 2003 
onwards. The overall message 
. is optimistic. Respondents in 
| every city affirmed that in- 
| comes bad grown faster in 
| 2003 than in 2002. The lowest 


| Mumbai — 
Bangalore — 
Pune I 
Ludhiana — 
Hyderabad 
WASHING 
MACHINE 


| increase was reported in Delhi, | Delhi — — — 12.7 — 
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| 

| 

I 

| 
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| 

t | 
Cities, except Ludhiana, re- | songs oe — 1 
ported near-identical growths | d 
in salary — between 2496 and | 
. 2596. In Ludhiana, salaries 
| went up an enviable 37.495. x 
. Consequently, disposable in- | 
| 
| 
| 


| Ludhiana ^ 
Hyderabad 
FRIDGE | 
Delhi — 4 


| comes were up — by 10% in B 
| Delhi, Hyderabad and Pune, by | Mumbai — — 4 - 
. 20% in Ludhiana and Banga- Bangalore ` CRM h 
| lore,and by 30% in Mumbai. s T — = 
What will they do with this leap J 


- money? The respondents said 
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Who will buy this festive season | 


Will it be first-time buyers, people looking to 
replace a product, or people buying yet another? 


% of respondents 
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| planning to invest in a house or property. Or, come to that, in 
an air-conditioner (4.9%). A lot of them were planning to 
travel, but mostly within India (8.995). Overseas travel is cited 
by just 1% of respondents. This suggests that, maybe, while the 
respondents have money, they 
aren't quite wallowing in it. 
Then, something interest- 
ing is happening in the realm 
of product ownership. Take 
Delhi. In this festive season, a 
lot of the respondents indi- 
cated that they would pick up 
a second CTV (9.196), music 
system (3.6%), washing ma- 
chine (1.896) and a refrigerator 
(9.1%). Now, the number of 
those picking up a durable for 
the first time: CTVs (none), 
music system (1.8%), washing 
machine (12.796 — a lesson on 
product penetration among 
the SECA and B?) and refriger- 
ators (1.8%). In contrast to 
these two, hardly anyone is 
planning to replace a product, 
save washing machines 
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| ONONN EI 


BO 
E m 
ET. 

8. 

0 


me (1.8%), fridges (3.6%) and 

Ach 38 scooters (1.895). This trend, of 
-— _ more people picking up a sec- 
0 ond TV, a second fridge, a sec- 


ond whatever, than replacing 
existing sets is seen in every 
city except Hyderabad. Are at- 
titudes towards product own- 


Source: NFO MBL India | 
ership evolving? E. 
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sharp decline in the agricultura! output, standoff in Gulf and 
. Continued sluggishness in the world economy resulted in low 
growth, However, the year witnessed a growing foreign 
exchange reserve, lower interest regime and a friendly financial 
market for the investors and financial institutions. Even with the 
conducive environmental situation the growth of the Indian 
economy is critically dependent on the performance and growth 
of the Power sector apart from the other vital infrastructure 
sectors like telecom, roads, bridges, water, housing etc. The 
Govemment of India envisages reliable, affordable and quality 
power supply for all users by 2012. The present installed 
capacity stands at about 1,08,000 MW with energy and peak 
shortages touching 9.3 and 12.3 percent respectively. The 
investment in the Power sector by 2012 is estimated to be 
approximately Rs. 800,000 Crores. This indeed is a mammoth 
task. 


POWER SECTOR REFORMS 
The mounting annuaí losses of State Electricity Boards is 
alarming, touching over Rs.33,000 Crores. The expected 
investment in the Power sector is not taking place because of 
the poor financial health of State Electricity Boards. Massive 
investments are required for the Power sector development. 
which will come only if reforms take place at the maximum 
speed. Uninterrupted and reliable supply of electricity for 24 
hours a day needs to become a reality for the whole country 
including rural areas. The Power sector is to be made financially 
healthy so that the State Government finances are not 
burdened by the losses of State Electricity Boards. 

The Electricity Act 2003 that was recently passed by the 
parliament, which has replaced the existing legislations in the 
indian Electricity sector, encourages the reforms in the Power 
sector. The Act if implemented in right earnestness will 
introduce open-access at distribution level providing boost to 
power trading and promoting competition to the benefit of all 
-stakeholders of the Power sector. 1t will undoubtedly throw a lot 
of business opportunities in the Power sector. 


PFC's ROLE IN POWER SECTOR REFORMS 
PFC has contributed immensely in motivating state sector 
utilities to adopt measures of reforms through its friendly 
policies to the reforming states and has béen instrumental in 
implementing various reform initiatives of Govt. of india. As a 
result 23 states have set-up regulatory commissions and 18 
states have committed to Power sector reforms with 
comprehensive package of financial and technical assistance 
from PFC. PFC has introduced a number of incentives to state 
utilities by way of financial support, grant and interest free / 
concessional loans for studies, holding training/workshops in 
various regions/SEBs, converting higher cost loans to lower 
cost loans etc. 


PFC's PERFORMANCE os 
During the year under review, sanctions have registered ; a 
quantum jump of 64 percent at Rs.14000 Crores while 
disbursements has touched an all time high figure of Rs.7338 
Crores thus registering a growth of 42 percent compared to 
previous year. The profit before tax reached Rs.1368 Crores 
while the net profit rose to Rs.1172 Crores. Your Corporation 
continues with the recovery rate of over 99 percent with nil Non- 
Performing Assets and has acquired enviable position amongst 
the financial institutions. The Corporation continued with the 
"Excellent" rating from Government of India with MOU Award of 
Excellence for the year 2001-02 received from Hon'ble 











` was about 4. %, A deficient monsoon leading fo drought and 





Presidentof india 





Your Corporation continues to enjoy: the highest rating from both . 


domestic and international credit rating agencies. After 
redeeming bonds amounting to Rs 300 Crores, the Corporation 
has also raised nearly Rs.6500 Crores in the domestic market 
and Yen 12 billion-syndicated loan at an average rate of JPY 
LIBOR +71 basis 
points with 
maturity of five 
years in the 
international | 
market. 
Corporation has 
also negotiated a 
foan from ADB 
and is in the 
process of 
negotiating a line 
of credit from 
KFW for 
specified 
categories of 
projects to be taken up by state power utilities. 

Continuing with its track record of dividend paying company, 
your Corporation has proposed to pay a dividend of Rs.235 
Crores forthe year 2002-03. 
FUTURE BUSINESS STRATEGY 
PFC plans to fund around 20% of the total investment in the 
power sector envisaged during the 10th plan and ttih pian 
period. While the Corporation has projected disbursement of 
Rs.43,300 Crores during the 10th pian (2002-07), the funding 
during the {1th Plan (2007-12) is envisaged at Rs.1,15.000 
Crores. PFC will continue to play a key role in promoting 
coordinated and accelerated growth of Power sector along with 
catalysing the institutional reforms in the Power sector. 

Apart from the present borrowers who were mostly state sector 
utilities, with PFC planning to extend financial assistance to the 
related sectors like fuel handling, supply and transportation, 
coal washeries, railways electrification etc. the borrower base is 
expected to be enlarged to cover such agencies associated with 
the Power sector. PFC has also started participating in equity of 
projects created under SPV in state sector; initiated setting up of 
india Power Fund for taking equity in power projects: introduced 
new products to support manutacturers of power equipment: 
made foray in funding projects in renewable energy sector etc. 
PFC would expand both fund and non-fund based products to 
meet the emerging requirements of borrowers. PFC is also 
exploring the possibility of extending finance to the projects 
based on the renewable energy sources, particularly the wind 
anergy. 

in order to achieve balanced power development, PFC would 
give focus on funding the hydro projects so as to bring the 
present thermai-hydel mix to an optimum level. PFC has 
extended the repayment period of loans to hydro projects to 
fifteen years effectively increasing the joan tenor to 20-21 years. 
As a measure in this direction, PFC has categorised the hydro 
sector, as a high-priority area. 

in order to access cheaper funds, PFC has undertaken a 
preliminary exercise to determine the viability of converting into 
a universal bank. The funds so accessed would thus be 
available to the power entities at cheaper rates resulting in 
reduction in the cost of borrowings of the power projects and 
ultimately a lower cost of supply to the consumers at large. 

PFC envisages becoming a focal point for attracting sizeable 
domestic and foreign capital investment and making available 


` Sanction and Disbursementi 
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Note : This does not purport to be a record of the proceedings of the Annual General Meeting. 


PURS 26835 Mion, 183 153? Metta) 





























































aires in the next 10 years. nei such a yiri : 
really ë chal . fort the Power sect. ie c Bre is 


poor financial pean of SEBs/State Psi ine doxes 
financial institutions and commercial banks are to he moliva 
to develop credible mechanism to facilitate investment in power 
projects with tong tenor and competitive rates, Looking at the 
size of the investment requirements, there is a case for = 
enhancement of exposure limit by the financial institutions fo: Ex 
the Power sector. EM 
The proposed setting up of india Power Fund for taking egultyin E^ 
the power projects will also require special consideration for 
support from Government of india and co-operation from 
financial institutions and rnultilateral institutions in mobdising 
funds, both from domestic and intemalional markets. This will 
be a challenging task for PFC for which the co-operation of all 
stakeholders is required. EE 
Another challenge faced by Power sector is the stowarowth of f. 
independent Power Projects in the country, which are. plagued ^| 
by controversies, shortage of investment, frequent poly po 
changes and the internal security package: itis required hata L 
comprehensive security package cóvering all possibilities. for 
payment mechanism by State Power utilities is to be designed (f 
there is any hope for the revival of major [PP projects. PEC has 
been in dialogue with major state power utililes, banks and — 1 
financial institutions so that a well-knitted security package is T 
developed for the sector. 

Another area of concern is the declining exposure of state 
government guarantees and escrowabdiy of state power 1 
utilities to promote power projects. There is a necessity to find | 
out a credible alternate guarantee mechanism if more funds are. <p 
to flow into Power sector. a 
HUMAN RESOURCE DEVELOPMENT Si: 
The relationship between the management and the employees 
has been extremely cordial and harmonious. The paremployee ` 
contribution to the profit starids at Rs 4 3 Crores, puts PPO in 
the league of best managed institutions of Its kind in the country. 
The Corporation's performance for the year is a testimony of 
hard work, dedication and commitment by entire PFC family, 

i firmly believe that a bright future awaits the Corporation and 
the Power sector, which will anable us to take the entire nation to 
new heights of economic growth. 





(A.A.KHAN) 
Chairman & Managing Director 
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Not just art, business imitates 
life. In its details, in its colours, 
in its moments. Moments that 
merge, moments that split and 
moments that forever change 
the way we do business. Which 
is why one assumes, we play 
the game in the first place. 
Keeping you abreast of all the 


moves, every week. 


Play the game 


sit: www.businessworldindia.com 
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GLOBALISING INDIA THROUGH 


(@ COMMUNICATION 
he. 


These are exciting 
and challenging 
times. As organiza- 
tions face waves of 
unending change -in- 
creasingly mobile 
work forces, unrelent- 
ing pressures to im- 
prove productivity and 
reduce costs, the 
case for converged 
networks has never 
been stronger. 


A converged network 
supports easier and 
more secure access 
to voice and data 
„communications by integrating them into a single system as against 

legacy communication setup consisting of separate voice (PSTN 








may account for a significant proportion of monthly pho 

routing internal calls over the converged network, usage based charges 
are eliminated. For international calls outside the company, it may be 
possible to reduce charges by routing the call over the corporate 
network to the office nearest to the destination, then ‘breaking out' 
locally to the PSTN. 


With applications sharing both infrastructure and endpoints, voice, 
data and video can be integrated to keep up with new working ar- 
rangements and business practices. Examples are: 

° With unified messaging, users have a single in-box for voice 
messages, faxes, email and Short Message Service (SMS) 
messages from mobile phones. They can access their in-boxes 
from anywhere in the world, either from a telephone or via the 
Internet, to send and retrieve any type of message. 

° 'Meet me' type applications which combine audio- and 
videoconferencing, whiteboarding, etc. allow people to share 
resources and expertise whenever they need to and wherever 
they are. 

° Currently, many organisations have both contact centres and 
web sites, but these tend to be separate. Full computer- tele- 
phony integration (CTI) to the desktop will allow the develop- 
ment of integrated contact centres, for example, the customer 
and contact centre agent will be able to view the same product 
description or demonstration on screen while talking to each 
other. 


Customers are driving the new economy and reshaping business 
processes. Each process and transaction in an enterprise links to the 
network, which, ultimately, links to each of the enterprise's custom- 
ers. The enterprise must learn new ways to use the network more 
intelligently and cost-effectively to meet the customers' needs. New 
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applications that integrate voice, data, and video, can help provide 
better customer service. 


Tata Telecom Ltd., a joint venture between Avaya and the Tata Group, 
provides a comprehensive range of end-to-end converged communi- 
cation solutions for enterprises. It offers its convergence solution 
called ECLIPS (Enterprise Class IP Solutions) to corporates in India. 
Built around Avaya Communications Manager which runs on powerful 
Avaya Media Servers and Avaya Media Gateways, ECLIPS scales 
effectively from under 100 users to as many as 36,000 on a single 
system — and more than 1 million users on a single network. 


These business solutions can be implemented in gradual, strategic 
steps where they offer competitive advantage or optimal return on 
investment. Tata Telecom works with an enterprise to analyse the 
state of its current infrastructure, and then gauges the capabilities 
that the enterprise needs to support in the future. It helps in design- 
ing, deploying, integrating and operating the new infrastructure to 
achieve optimal results. The focus has shifted from selling a product 
to selling a business proposition. According to Mr. Ajit Kumar Thatte, 
VP, Marketing and Strategic Alliances, Tata Telecom, "A product can 
be right most of the time, a business proposition must be always right 
all the time". 


Tata Telecom has set up strategic partnerships with System Integra- 
tors, both global and local. It is leveraging Avaya's global relationship 
with IBM to provide end-to-end solutions in India. The company also 
has value-added resellers and channel partners who handle Tata 
Telecom's datanetworking and LG's key telephone systems busi- 
nesses, respectively. In addition, Tata Telecom has strategic alli- 
ances with technology leaders such as Polycom, LG and Nice. 


indian Enterprise 
Voice Equipment 
Market 





Mr. Niru Mehta, Vice Chairman -Tata Telecom & Managing Director & 
Vice President - Avaya India receiving the Frost & Sullivan Market 
Leadership Award 2002 for Total Enterprise Voice Equipment Market 


Tata Telecom has maintained its leadership with a revenue market 
share of 29.2% in the Enterprise Telephony Market of India in 2002. 
[Source: Frost and Sullivan] It has concentrated on high-growth ver- 
tical segments of IT enabled services, contact centers, educational 
insite, banking and finance, among others. 


Whether you're a large global organisation or a small local business, the 
quality of your communications is an indicator of the quality of your 
business. A planned and well executed entry into the Convergence arena 
can power faster decisions, more profitable transactions and closer rela- 
tionships that will benefit your business now and in the future. 
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Digital Drives ge ffice Efficiency 


Some gains may be quantified, others 
only perceived. So it is with the ever- 
expanding range of technologies tagged 
as office automation systems.Some 
boost productivity in quantifiable terms 
that auditors lap up, others eliminate the 
human drudgery associated with rou- 
tine office tasks. As new generations 
of office equipments systems invade 
the executive workplace, organisations 
could enjoy cost cuts and efficiency 
boosts. And employees could look for- 
ward to time wrested away from the 
mundane. 


The executive workplace has long been 
cluttered with taken-for-granted de- 
vices — copiers, printers, fax 
machines, telephone sys- 


. However, driven 

x y aui ex 

ecutives believe iS w 
an inevitable shift 
from analog to 
digital and from 
stand-alone 
machines to 
multi-functional 
devices, the 
market for office 
automation sys- 
tems will continue 
to grow. : 


The transition to new 
generation office automa- 
tion devices is already visible: 
analog copiers replaced by digital 
copiers, stand-along fax machines 
junked for multi-functional devices that 
copy, print, fax, and talk to local area 
networks, smart multimedia devices 
make presentations in board rooms 
slicker than ever. 





The copier market in India has long been 
dominated by analog copiers — the kind 
found on street-corners that come with 
mirrors, lights, and lots of other moving 
parts. But digital copiers are selling fast 
and industry executives expect them to 
account for more than 80 per cent of 
the market by the year 2005. 


The digital devices scan images, store 
them in memory and reproduce them with 
printer heads. They have no moving 
parts and they allow manipulation of the 
images that need to be copied. The ab- 
sence of moving parts and reproduc- 














tion from memory makes them easier to 
maintain at lower costs. 


Earlier this year, Canon India introduced 
24 next generation systems, expanding 
its existing 110-strong range of digital 
imaging products spread across more 
than 100,000 customers aeróss India. 
Its new offerings include a camera di- 
rect printer in the sub-10,000 rupees 
class, high quality printers, and scan- 
ning devices that scan four times faster 
than prevailing industry standards, says 
Alok Bharadwaj, general manager with 
Canon India. 
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The multifunctional device — a copier, 
printer, a fax machine, a telephone and 
a PC fax, all bundled in a single modular 
device — will save costs and time, 
whether for bluechips or startups. Na- 
tional Panasonic India's Systems 


Products Division, for in- 
stance, has introduced 7- 
in-1 faxes and a multi- 
functional device 
called the ‘Workio,’ 
a digital copier, à 
fax, a laser 
printer and high 
resolution 
scanner all-in- 
one. 


The best quality 
of copies and 
prints won't be of 
much help if the pa- 
per starts 'yellowing 
away.' The right choice 
of paper will ensure that the 
print remains as good as brand 
new even years later. JK Paper says 
its special JK Evervite is specially treated 
to resist ageing. Another product JK 
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Copier is specially designed for single 
and multicoloured prints, ensures good 
quality picture and is great to download 
stuff from the net. 


The best example of how office auto- 
mation might help eliminate drudgery 
comes from mail management systems. 
Any organisation with large volume mail 
could make use of this cluster of mail 
management devices that neatly fold 
letters one-by-one, place them in enve- 
lopes, seal them and print the appropri- 
ate address on each letter, extracting 
them from an address database. "Even 
salary slip mailing could be done through 
such a system," says V Rajendran, gen- 
eral manager, HCL Infinet. 













a 


Ricoh, the world leader in the digital copy- 
ing machines in the world's most competi- 
tive markets — Europe, Japan, and the US 
— launched a new corporate tagline this 
year: 'How well do you share?' 


Itis intended to provoke organisations into 
putting into place strategies that facilitate 
the healthy sharing of ideas, knowledge, 
innovations, data, within the organisation. 
While office networks allow sharing 
through connectivity and collaborative digi- 
tal imaging, Ricoh makes it simpler to share 
ideas by providing tailored solutions 
through its digital imaging systems that are 
‘multi-tasking’ machines. 


Ricoh, has over 10 models of digital copi- 
ers in addition to its analog copier range. 
One of its most popular multifunction prod- 
ucts is Aficio1018D that allows users to 
Copy, print, and fax from a single machine, 
thus saving on storage space as well as 
on inventory costs. 


Its duplex copying technology makes 


RICOH: How well "de 


The market for display technologies 
used in offices is also witnessing a 
transformation of sorts with liquid crys- 
tal display (LCD) monitors replacing tra- 
ditional cathode ray tube (CRT) moni- 
tors. Sharp Business Systems says 5 
per cent of its current turnover in India 
comes from LCD monitors but expects 


-this segment to grow fast in the near 


future. A senior Sharp official says the 
company is looking forward to capture 
20 per cent of the LCD panel market by 
mid-2005. 

New communication technologies are 
also helping boost organisational effi- 
ciency and productivity. It's now become 
possible to transport telephone calls 
over the Internet — a technology called 
Internet Protocol, or IP, telephony. Com- 
panies such as Tata Telecom that offer 
products that facilitate IP telephony say 
the most compelling reason to go for 
this technology is the connectivity it pro- 
vides and the savings it brings. 


By combining voice and data networks, 
IP telephony provides new communication 





Aficio™1018D 
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opportunities, allowing users to collabo- 
rate through audio, video, data, wired 
and wireless voice all through a single 
data network. It promises reduced net- 
work management costs and enhanced 
mobile communication capability — al- 
lowing companies to expand the reach 
of their employees desktops to wher- 
ever they are working. National 
Panasonic has also introduced tele- 
phone technologies aimed at conver- 
gence, with features such as connec- 
tivity to computers that will facilitate data 
and voice transfer. 


e? 


copying double-sided faster, thus saving 
on paper costs. 


Each side of the original is scanned into 
the memory and reproduced. The duplex 
copying and printing can handle double- 
sided A4 and A3 pages, reducing paper 
consumption at an exceptional continuous 
copy speed of 18 prints per minute. 


Its ‘Scan Once, Print Many’ technology 
delivers identical high quality 600 dpi 
copies irrespective of the number of prints 
taken. 


Its standard ‘Rotate Sorting Function’ de- 
livers A4 copies or prints output, whether 
simplex or duplex, in batches ready for 
distribution, eliminating the need to sort 
manually. In summary, the Aficio 1018D 
would mean higher efficiency, cost sav- 
ings, and time better spent. 


Ricoh has a strong network of 11 Branch 
offices and over 140 dealers accross the 
country. 





It's time to go digital — or be left behind. < ^ M 
Go with someone you can trust. — <a, 

RICOH pioneered digital copiers. We're s j 
the No. 1 supplier to the world's most ' | | 
competitive markets. * [ots —— 


a Se p= s 
Just as exceptional as our technology is — m — | 
2 "amr, 
our commitment to your needs. — wc ` 
Let's meet. E. D. 


*B&W digital office copiers, in the U.S., Europe and Japan. 


RICOH Aficio 1018D 


How well do you share? 


OI 


Image Communication 





RICOH INDIA LIMITED 

e-mail: ridhomkt@vsnl.com, URL: www.ricohindia.com 

Ahmedabad: 6575661/63/64, 6577763 Bangalore: 2256181, 2254386, 225258 
Chandigarh: 741462,742723, 743054 Chennai: 28232457/58, 28271421 

Delhi: 26181976/77/78, 26104851 Hyderabad: 23305968/70 

Jaipur: 2709756, 2707028, 2707744 Kolkata: 24743814, 4852056/57/58 
Lucknow: 2239189/76 Mumbai: 26465570 - 74, 22881953 - 55 

Pune: 6133740, 6136492, 6111947 
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ideas for life 


‘IDEAS FOR LIFE’ 
FOR MODERN 


Those two days in mid-September were 
worth the wait. At New Delhi’s plush India 
Habitat Centre, National Panasonic India’s 
Systems Product Division unveiled its Des- 
tination WorkSmart campaign. Simply put, 
it was a show that wowed and overawed 
the 500 visitors who came to see the dis- 
play at the two-day expo. This included 
over 150 top Indian companies and multi- 
nationals operating in India. 


On show were some of Panasonic’s top- 
end products. It included the Hybrid IP PBX 
communication system, the Workio, 7-in-1 
faxes and Interactive Panaboards. So it 
was not surprising that many of the visi- 
tors left the exhibition only after they had 
placed orders for the Workios, which pro- 
vides digital imaging solutions and the In- 
teractive Panaboards. That was a clear 
indication of how impressed corporates 
were with the quality and the versatility of 
the products. As a visitor aptly put it: 
"These new products from Panasonic will 


' ew create a dhamaka in the Indian market." 


That^was. expected. 

The confidence of the people was simply 
because Panasonic has been bringing out 
great products for the past 8 years. Says 
Takeshi Ikeda, director, National Panasonic 
India systems product division: "This is just 
the beginning. We at Panasonic are com- 
mitted to bring the latest office automation 
products to India." The excitement is not 
going to be restricted to the consumers. 
Panasonic has developed systems to 
strengthen its dealer network. That in turn 
will keep them motivated. The idea is to 
ensure that the dealers provide state-of- 
the-art National Panasonic products to 
their consumers. 


The concept at Panasonic's Systems Prod- 
uct Division (SPD) is to make everyday 
tasks simpler and energy efficient. It has 
brought out a string of cutting-edge prod- 
ucts that more than surpass customer 
needs. Says Shashi Bhushan, head-mar- 
keting, National Panasonic SPD: “Our aim 
is to bring in the latest technology to India. 


Panasonic products that are designed for 
upgrading will simplify and quicken office 
operations to a great extent.” Apart from 
the top-end products it also displayed ba- 
sic telephones, key telephone systems, 
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Workio 


LCD projectors, cordless phones and GSM 
phones. 


The biggest attraction was not surpris- 
ingly, the Panasonic Interactive 
Panaboards. The Panaboard provides in- 
stant print-outs of minutes-of-meetings. All 
PC applications can be controlled from its 
interactive screen since it is PC compat- 
ible. As a result, it is possible to save the 
changes to a presentation and print-outs. 
In the latest avatar, the Panaboard’s screen 
can be accessed across cities. As more 
Indian companies modernize, this is a must 
have in the boardroom. 


The other big draw at Destination 
WorkSmart was the Workio. It is a digital 
copier, a laser printer, a fax, and a high- 
resolution scanner all rolled into one. It 
comes in three variants. Many companies 
should see the Workios being installed in 
their offices soon. 


The idea is that no matter where in the 
office you are — from the reception to the 
boardroom-there will a string of Panasonic 
products to make life all that more easier 
for you. As Mr. Anil Rijhwani (National Head 
sales) says: “ We are known for providing 
cutting-edge innovations. Destination 
WorkSmart is a similar initiative in the trend 
and we are confident that this will help 
establish Panasonic as a one-stop solu- 
tion for all office automation products in 
India.” For an India that is changing by the 
day, the solutions that Panasonic offer 
could simply be the mantra for a hassle- 
free life at the office. So Panasonic will 
solve al your office automation needs to- 
day and in the future. 


In case you are among the lucky ones 
whose colleagues have already placed 
orders for the Workios and the Panaboards, 
all you have to do is to relax. After all life 
has become simpler for you. 


3k 
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Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 
mahesh@passionfund.com 





Is the 
MBA 
mania 
really 
worth the 
trouble? 
What 
exactly 
are you 
getting 
into 
when 
you get 
into a 
business 
school? 
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To B-school or 





SCENES from around me: 

One; An MBBS doctor I know joins a coach- 
ing class to prepare to get into a B-school. 

Two: A student at a B-school I lecture at 
screams on seeing her college’s rankin a maga- 
zine. No. 80, I'm tearfully told, is not good. 

Three: Mails from students at no-name B- 
schools in no-name small towns suggest that 


they did their MBAs like they were supposed to, | 


and now could somebody (me?) tell them what 
to do with the rest of their lives? 

Four: Two friends, MBAs from the Indian 
Institutes of Management (IIMs) with 10 years 
of experience each are going abroad to do yet 
another MBA from yet another B-school. 

Five: First-year students from another 
B-school I've spoken at descend on Mumbai to 
sell their seniors to HR people. 

Six: At a business plan competition at a 
B-school, me and other judges agree that noth- 
ing was close to being fundable or even real. 


Seven: As if a Master's is not enough, col- | 


leges now have a Bachelor's too — a BBA. 


Eight: A friend of mine, principalatacollege | 
| that offers MBAs, asks for a recommendation | 


letter to help him get into a Harvard MBA. 
What on earth is happening? 
What is this urge to append those three let- 


ters: M, B and A after your name? More to the ` 
point, if all and sundry are going after this | 


stamp, when and why should you bother? I 


might ruffle a few feathers, but here's a shot at | 
_ long as it’s not on the radar of the HR types, it 

First: Understand that an MBA, in India at | 
least, has nothing to do with education. Please | 


an answer. 


get this. It's not that institutes teach you stuff 


that is irrelevant and obsolete. That's probably | 
. Avoid the big-name schools. Look around and 
| you'll find programmes for family-run busi- 


true, too. It's that nobody cares what you are 
taught here. 
Second: An MBA is about filtration. You're 


an employer — more likely, an HR person, and | 


you have to hire the batch of 2004. You can ei- 
ther search far and wide for the right people, 


and expend a lot of energy — or take the easy | 


. way out. You assume that the top of the gene 


not to be 








| 


pool would have filtered up to the top of the 
MBA pool. So you set your sights on the right 
level' schools, and go hire at will. You secretly 
know your assumption is invalid, but every- 
body's doing it so it's okay. 

Third: I'll say it again, in case it didn't get 
through. It's about filtration. Nothing else will 
explain why Day One hirers at IIMs are interna- 
tional banks who pick electronics engineers 
with specialisations in marketing to join fi- 
nance functions. So much for what you actually 
spent six years learning. Practical value: zero. 

Fourth: An MBA in most places on earth is 
about learning to run your own business. Ex- 
pand MBA and you'll see. Here, it's about get- 
ting a better job. So ifyou really want a great job, 
work hard to get into an institute that has a 
great placement record. As long as you manage 
not to get expelled, you have a chance of being 
hired at a decent salary after two years by some 


_ lazy HR people. Again, the real challenge is not 


in doing the right MBA, but in getting into the 
right MBA. 

Five: This works in some schools overseas 
too. If you vehit the brown ceiling that many In- 
dians bump into while they pursue interna- 
tional careers, get a foreign stamp that a differ- 
ent pool of employers looks out for. So you now 
compete with firangs on a level playing field. 

Six: What does this mean for MBAs done 
through correspondence or from no-name 
schools? Like you suspect, not very much. As 


won' make a difference to your career. Save the 

money and buy a motorbike or something. 
Seven: What if you actually want to be a 

master of a business you want to administer? 


nesses at second-rung schools. You'll actually 
learn stuff there. 

Eight: There is a better prospect than doing 
an MBA, if you haven't figured it out yet. It's to 
set up MBA colleges and set up institutes train- 
ingyoutogetyouintothese MBA colleges. Ni 
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Does a good manager need 
to be a good father as well? 
Do managers invest more in. 
workplace management than 
in other areas? 


MEERA SETH 





AGAT Berri fretted as he read the note from the 

‘board of directors rejecting the promotion of Kapil 

Verma. "You are experimenting with an idea that an 

alcoholic can be made to change. We cannot play 

God and break norms!" Jagat was furious: "Experi- 

ment? If we don't give him a chance, how will we 

know what works? Kapil has a right to be forgiven. 

His alcoholism is in the past and we cannot brand him ineffec- 
tive!” he wrote on the note. 

Ashe put his pen down, the phone rang. The call was from 

-his son's headmistress. “There is some trouble and we want 


both parents here before noon,” she said. Fear gripped him as. 
Jagat rushed to the school where he was told that they had 


found a roll of cigarette in Abhay's bag. The school authorities 


suspected that it was cannabis. They had been suspecting this- 


for some time now. Abhay himself had confessed that he and 
some of his friends had smoked cannabis once or twice. "We 
cannot have this as a trend in the school. Abhay may pass on 
this habit to other students," the headmistress explained. 
"Therefore, we have decided to rusticate him." The lady then 
handed Abhay's discharge letter and the transfer certificate to 
Jagat and his wife. 

Jagat's shock gave way to intense anger. "You dont know 
what you are talking about! Show me the cigarette! What proof 
do you have that Abhay has been smoking?" Anger turned into 
denial as he went on: “My son is not like this. Somebody must 
:. have planted this on him! It’s not his... how do you knowitis his 

for sure?” 
. The lady said with a note of finality in her voice: “We have 
| enough evidence, and we are not budging from our stance!" 
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That seemed very offensive and dogmatic to Jagat. These peo- 
ple were the managers of students and staff and yes, values. 
Where was their proactivity and drive? This was no way to run 
an organisation, he said. Taking off from there, he cross-exam- 
ined the school's business intention: "What is it that this 
school offers? Is it the duty of the school only to make sure that 
my son clears his exams? How come you are charging me sO 
much money as fees?" And so went the exchanges with Jagat 
getting very aggressive and the school defensive. 

“We had a workshop on drug abuse and we made every- 
one attend that," the headmistress said patiently. "None ofour — 





are good role models, we offer sports opportunities... 

After 30 minutes of intense argument, she said: “At be 
you want us to review our decision, we will appoint atl 
party to review his case and we will revert again. Then we 
take a final decision after that." | | 

Jagat was crestfallen. He had no option now. Shaken à 
hot under the collar, he drove back home. His wife broke: 
silence saying; "You know I have been suspecting he has be n 
smoking as Į have seen a cigarette in his bag! Tthoughtitwasa 
regular cigarette... kids this age do experiment with all kinds of 3 
things. And after all, you smoke as well, so what are we talking | — 
about?" That ticked Jagat off. He angrily said: "Why are you —.— 
there in the first place? Isn't your role to be on top öf the situa- 
tion? Why havent I been informed?" 


















ANTHONY LAWRENCE ` 
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| . More discord followed as his wife said: “But when are you 

(3 ever there? When do I ever get to discuss the upbringing of the 

kids? What do you know about your children? You have come 

to their school for the first time in 10 years! Why, do you even 

. know what his best friend's name is? I have to do all this and 

_ keep tabs on them and their studies and you and your crazy 

~ travel schedules, your corporate socialising, and now you tell | 
me this!” And she broke down. 

When Abhay returned home that evening, Jagat slapped 
him relentlessly. “How dare you!” he exploded. “Is this what I 
am slaving for night and day? Tomorrow when I go to work, 
what do I tell them? Which school will admit you now? Do you 
know what it takes to have a job in today’s times?” And he 
thrashed the boy even more. Thoroughly upset, the boy | 
abused his father. Then bursting into tears, he locked himself | 

=- upinhisroom. 

Meanwhile, the secretary of one of the directors called Ja- 
gat on his mobile to discuss the promotion issue. Jagat felt that 
ifhe let the matter slide, poor Kapil’s promotion would remain 
uncertain. The tension at home was unbearable. But life has to 
go on, he reasoned, hoping that his wife would manage the sit- 
uation at home. At 5 p.m. he met a divided board, but the bet- 
ter fraction commended his stance over Kapil's rehabilitation. 
“If only all our managers gave to the company the dedication 
you do!” said one. That was all Jagat needed, a salve on his 
bruised ego. So he worked late into the night, writing out a pa- 
per for the board on ‘The role of HR - getting into the "heart" of 
the resources’. 





HE morning after was like a dull hangover sour with 
the memory of an errant son, sweet with the sanc- 
tioned promotion. One loss, one gain, he mused. Life 
goes on, he mused more. The house was silent. Jagat 
decided not to stoke last evening's events. “Let Abhay stay with 
his thoughts and understand where he went wrong,” he de- 
cided. As for his bruised wife, well, she would manage. 
x Returning to work, Jagat paused by Reefers BPO division, 
| Wherealotofyoung people worked. Peepingin, he found four 
. . people sharing a cigarette. Jagat lost all control and exploded 
^... ¿likea bomb. “How dare you! Don't you know this is a no-smok- 
. ing area? Today it is cigarettes, tomorrow it will be cannabis! 
What do you youth think nowadays?" 
.. Vignesh Naik, a good friend and HR head for the BPO divi- 
Sion, was also present. Alarmed and frantic, he gently escorted 
Jagat out of the division. Once in Jagat’s room, he asked: 
.. “What's with you? People do smoke and we know that.” But Ja- 
| gat who was simmering in anger said: "Oh, so now they have 
. anallyin you, is it? A no-smoking zone is a no-smoking zone! I 
make the rules here!" 
-—. Vignesh was startled: "Hang on, M but you also smoke, 
_ So what is the issue? We shared a cigarette the other day in the 
. mensroom, didn't we?” Jagat got into a fight, pulling rank in 
defence: “I say it’s a policy! I have brought you up in this organ- 
_ isation, does that mean anything at all?” - 
. ` “But Lam not talking of policy, so don't pull that on me!” 
. «said Vignesh. “So I smell a problem; do you want to tell me 
- about it?” Burnt down by his own anger, Jagat told him his 
. . Story. Vignesh was worried. Jagat was the kind of man who 
` looked ahead rather than mull on past events in the face of a 























. Work to attend a wedding? A good 
manager also has to be a good parent, 


storm. In fact, that had been. the hallmark of [Jagat Berri, the 
man and manager. = — ` 

Trying to help, he said: ‘Whenever you face acrisis like this, 
you will experience severe grief. That’s because you feel you 
have made a mistake and so you feel guilty. You feel that you 
have lost your perfect child because of all this and, hence, 
there is anger. You have a choice: get angry with yourself, get 
angry with the system or get angry ‘with your child. And thatis 
what you are doing: you first got angry with the system, then 
with your wife, then with your child and now with yourself. 

"What you are dealing with is the impact of a child having 
experimented with cannabis. But what do you think the child 
is going through right now? Have you thought about that? 
Suddenly the school has thrown him out, you slapped him, his 
mother is angry with him; if he is feeling so rejected now, what 
is the most likely thing he is going to do? He will smoke some 
more! Instead of getting him out of it, you have gone and 
pushed him back into it!” Surprised, Vignesh asked: “And you 
are at work when you should have been at home help- 
ing your son? It always amazes me that men, at 
least most men, are willing to invest more of 
themselves into becoming successful man- 
agers in the workplace, but not in other ar- 
eas! Jagat, if there was a crisis of similar 
magnitude at work, would you leave 

















Jagat,” said Vignesh who was quite ` 
annoyed by now. 

"What am I supposed to do?" 
wailed Jagat. His whole world was 
crumbling around him. He alter- 
nately saw himselfas father and man- 
ager; as troubleshooter and victim. His 
image as perfect manager appeared as 
a hazy dwindling one. Everything he en- 
joyed and sought, now seemed unworthy 
and dead. Yes, he who managed a 2,500- 
strong workforce, he who had only last month 
addressed the Central European team on values 
and integrity, on facing crises in the face of doom, felt 


defeated. Yes, he, who was such a stalwart, felt defeated. He, Ja- 


gat Berri, was the man who had dared and overcome so many 
corporate challenges. All because he strove to find solutions! 

And Jagat went into a solution-finding mode. For one, he 
immediately thought the solution lay in getting his son ac- 
cepted back in school. So he left work and went to the school. 
He met the headmistress and said: “Do you recall the time 
when I brought a little boy to you 10 years ago for his first ad- 
mission interview? We talked about a 13-year partnership — 
we will bring up the boy together and all that, what happened 
then? Are you going to reject him now?" And as Vignesh’s rejec- 
tion theory got amplified in his head, he asked: "It is so easy for 
you to give him the pinkslip, but have you stopped to ask if you 
have fulfilled your duty to him as a teacher, as a mentor? What 
happened to our 13-year partnership, to ‘we are a family'?" 
That was Jagat's approach to his own human resources. 
Reefers India was a family first then anything else and he had 
given it all his time and dedication. 
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- But Reefers, in turn, had ds equally valued its customers 
who Jagat's theory had shown was part of the bigger Reefer 
family. So he asked: "And as a customer did I get value for 


money? Yours is the first organisation that is refusing to mend | 


. my broken product! Where do you talk about customer ser- 
5; vice? But before we come to that, shouldn't you have told me 
. . aboutthissooner? Why didit take you three months to tell me? 
- . If this is a partnership, then I have an equal right to know of a 

| crisis when it happens!" 
` The headmistress said: "We have our own ways of dealing 





to hand this over to you." Jagat was annoyed. "So you will try 
and you will fail, and my son bears the brunt of your failure? Is 
it his fault that your methods failed? What if you told me on 
time and we worked on it together? Wouldn't he have devel- 
oped the faith that the adults around him know how to man- 
age him?" And Jagat gave herr numerous examples from his 
own HR system. 
Jagat then launched himself into the next phase of 
his brief — bargaining. Now he said: “I got you the 
. sponsorship for the inter-school track meet. I 
"^ put up four huge banners on your annual 
- day. What about that? Cant I expect this 
much in return when I do so much for 
the school? I could have done all that 
: for any school, but if I did it for this 
school, it was because my child is 
studying here!" 

When he got back to his work- 
place, Jagat told Vignesh about his 
chat with the headmistress at Ab- 
hay's school. "They can't simply de- 
cide to throw the baby with the bath 
water!" Vignesh said: "You are admit- 
ting that your child has done some- 
thing wrong by breaking a norm. But by 
giving money to the school just because 
your child is studying there, aren tyou break- 
inga norm too?" l 
“How did I break any norm?” asked jagat “Tt is 
=< commonforschoolsto approach corporate parents for 

f ads and things!" 

| ' Vignesh nodded: “Common, yes; but is it ethical? That' $ 
the question. Statistical occurrences do not create norms. 
They create only practices which can again be ethical or un- 
ethical. Would this school have got such support if your child 
wasn't studying there? You understand marketing enough, so 
tell me whatis the value of placing an ad in a school magazine? 
Does it increase sales for us? Our media plan does not include 
. school journals, yes? So, that Rs 40,000 that you paid year after 
year was merely a donation." 

"Come on, Vignesh. These things happen, we all do it," rea- 
soned Jagat. “Cola people put up umbrellas, sports companies 
give away T-shirts, ice cream companies put up kiosks, so 
there is enough corporate funding in indirect ways.” 
^. “All Tam saying is that we all break norms and your child 
A also broke a norm," said Vignesh. "If we can rationalise our be- 
haviour, then can’t you sit with your child and talk about about 
| hat v was happening in his mind that made him experiment 
































with this, Mr. Berri. We tried it for three months. It's now time 


Varma came to work drunk three days in a row? You took up 
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with cigarettes and cannabis?” 

Annoyed, Jagat said: “Why are you using the word 'experi- 
mented' all the time? Do you not recognise that he has taken 
cannabis twice in his life?” 

"Jagat, Jagat, calm down!" said Vignesh. "How many things 
did we do as young people that we have gotten out of or not 
overcome by now? If we have some rules for ourselves, then ` 
we must understand that Abhay is a growing child, and we 
must, at least, have a communication with him with respect, 
so that the sins or the misunderstandings that others did unto 
us do not repeat in his life. Do you recall the time when Kapil. 


his cause, you said his personal life will creep into his corpo Š 
rate life, but that was no reason to sack him! You even said the - 
HR department has to try and rehabilitate him, because as à - 
manager, he is a consumer ofthe HR system! | 
"Such agood manager, but not an effective parent! You an 
saying the child is a consumer ofthe education system, but re 
member the child is also a consumer of the parenting syste 
And you are his model and you have to figure out what 
wants from your parenting service, what are his needs! 
you understood the needs of your consumer? If you havem 
then you are just playing God right now. The child has certain | 
rights; even if he is in the wrong, he still has some rights. You: : 
cannot reject the child, label him as wrong or delinquent even . E 
ifhe has done wrong." We 








ll AGAT looked at him in surprise and said: “So what do^ 
B you know about kids, Vignesh? Your own kids are young, 
B what will you know?” “I am managing so many young | 
mu’ people in the BPO division every day, Jagat. Don't forget 
that I have to parent them as a manager,” said Vignesh. “Isnt 
that what you told me when you made me responsible forthe ` 
BPO division's HR needs? Face it Jagat, this whole BPO thingis, . 
after all, just a quirk of business strategy, really not the kindof 
lifestyle that parents would like their kids to have. We have cre- .— 
ated this business and we use the young to further our cause, — 
Look at their age, 19,20? Do they have the matu: i to conduct : 
their lives responsibly? | 5i 
"Parents call me often and seek reassurance that this a : 
safe environment for their kids. So, I arr also carrying the bur-- 
den of parental responsibility for their conduct. i s my jol 





















and there is not much difference between a 16-year-old in 


high school and a 19-year-old graduate whojoinedourBPO ` 
division! I find a lot of these people smoking, [know they goto. | 
pubs every day, they have a different girlfriend every week. 1 
know all those things. By my moral standards, all that is —.— 
deadly, it is wrong. But this generation has a different moral 
standard, which, don't forget, we as corporates fan and use! 
Don't we use those different moral standards in our market- 
ing, in our advertising? We sell to young. adults all the time, us- 
ingexactly their new morals, moráls we do not personally sub- 
scribe to, morals we consider blasphemous if our own kíds at 
home have them, but morals we capitalise on to further our 
goods, our activities? 

"I'll give you an example. Duleep Rana, one of my BPO 
boys modelled for an ad where he was made to say ‘coo!’ stuff, 
which I thought was unnecessary, even harmful. So I called 
the advertiser asking him to withdraw the ad. They said: 'He is 
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y an adult, he does not need parental intervention! Besides, the 
X ad has gone down so well with our consumers!’ Whereas the 
œ truth is that they used Duleep to further their cause! And they 
f are notalone in this. Companies market pubs to them, boldly 
- scripted Valentines Day cards and urge them to ‘grab that girl 
. you are crazy about, tobacco and liquor too! And Reefer? 

. When we advertise and recruit for our BPO division, we use 
the words ‘cool’ and ‘happening’, don't we? 

“It is their preferred lifestyle, it is their moral and social 

standards which will help us recruit! We want them to be ‘cool’ 

and then we ourselves write those copies where we show such 
abandonment as cool, and a BPO job as the most happening 
job to have, don't we?” 

"Yes, so we do,” said Jagat. "It's a business need! What a 

business needs may not be my need for my child! But am I 

 egging them to perform illegal acts? If one were to extrapolate 
what you are saying, then tomorrow you will say, if in a 
drugged state my son mows down pedestrians, then I must 
understand him, respect him and cover up for him!” 

Vignesh groaned and covered his face with his hands. 
Then he looked up and said: “Jagat, do you recall the time 
when Abhay, your errant child, was learning to walk? Remem- 
ber what did you do that time? You smiled and cleared the way 
for him to walk. You defined the boundaries where he could 
walk, didn’t you? Abhay is walking a different phase now, and 

he has fallen. I am not saying you give him such a vast bound- 





mima aman a arai Be eem reserve at I ARP Id tre miscere raihi ovt ae ij att ap yeh dhe 









CASE STUDY 


ae A Tu DR MTM UNUM mp veneni ctm a ne Rai M ASSI A Amaia Pr Rr m maman mv 


ary that he goes and kills pedestrians. You have to define those 
safe boundaries; that's your role as a parent, creating those 
safe boundaries. That is what I do at the BPO division, define 
boundaries, chat with people, grapple with their new values, 
search within myself to create space for that! When a child ex- 
periments within those safe boundaries, you have to pick him 
up and help him walk again. 

“This morning you asked me: ‘So they have an ally in you?’ 
Yes. In some ways, that is true, If I lose contact with my staff, 1 
also lose the right to define those safe boundaries for them. As 
a father, since you were not available for Abhay in that rela- 
tionship, in all the times that he might have needed you, he 
has withdrawn his emotional accounts with you to put them 
with friends, who give him that warmth, or cannabis, which 
allows him to feel closer to people. And he is experimenting 
because he seeks acceptance. Likewise, I seek to remain in a 
relationship with my boys so that they feel accepted. 

"When a sales representative here subtly flouts norms, 
when managers produce fake bills, they, too, are experiment- 
ing with the system to see how far their boundary stretches. 
And we are there to watch the boundaries and herd them 
back. It happens all the time, Jagat, especially at work! So you 
can slap him, not slap him, but how will you control him? By 
building a relationship with him and, in the process, we have 
to hope that he wont go too far beyond." 

And that is what Vignesh had done when Duleep had told 
him he did the ad for the money. "Money is power, and I want 
power!” the man had said. Vignesh had read in this an inability 
to make the right choices, how to take his life forward in the 
process. “Go through the review meeting I did with them and 
it will help you find out what are the value systems being sold 
in your son's world; find out what is it that you are trying to 
change, and what is it that you are afraid of!" 


IGNESH who worked closely with his BPO boys felt 
there were new insights into the changing values that 
they as a company needed to look into and build 
from there to arrive at meaningful conclusions. He 
had met 16 of the young adults and created vignettes around 
some values the company had been dogmatically holding on 
to, and they had a debate on some of these. 

Later in the day, as Jagat read what these young people had. 
to say about the various ideals Reefer and other companies 
held dear, hefelt he was completely out oftouch with that gen- 
eration and how they perceived life and the world they were 
born into. One particular exchange captivated him. The facili- 
tator had asked the group a question on integrity, where he 
gave the example of a manager who manipulated his mentor 
to further his growth in the organisation at the cost of others. 

And one ofthe youngsters had replied: "If the system is al- 
lowing that, how is it wrong? I am being asked to change my 
identity when I deal with customers and I am also told what 
replies to give even if they are not correct; then how can a com- 


| pany talk about integrity? If my own identity is in question, 


how can a company — which uses me to further its own cause 
— talk about integrity? After all, at the end of the day, it is all 
about survival." 


You can email Meera Seth at casestudymeera@yahoo.com. 
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Let it 
not slip 


Achal Bhagat is a psychiatrist and psy- 

chotherapist at Apollo Hospital, Delhi. 

He works as an organisation analyst 
helping organisations deal with issues of 
mindset. Healso heads a voluntary body, 

Saarthak, that works for the rights of 
people with mental illness. 





Dear Jagat, 

At the end of the day, it is all about 
survival. The fear of extinction still dri- 
ves the evolutionary race, long after di- 
nosaurs lost the battle. In our search for 
survival, we sometimes lose sight of our 
purpose. What is the point if while doing 
something, we are just surviving and 
not being ourselves? 'Is there a purpose 
to our life’ is perhaps too big a question 
to even attempt to answer but surely 
one objective is to be ourselves some- 
times. The fear of losing is so terrifying 
and we are trying very hard to over- 
come it. We call this a process of 
coping our battle for survival and 
mistakenly believe to be our life. 

Welcome to your life, Jagat. 
Welcome to your own reality and, 
perhaps, mine too. You must 
question it. We owe it to Abhay. We 
owe it to ourselves. We have to 
question our battle for survival. 
Whatisitthat we are trying to preserve 
and what will happen if we lose it? What 
is it that you are losing? All you are losing 
today is your delusion that all was well in 


your life. You have probably lost many 
opportunities to acknowledge major 
chunks of your life. You have been lost in 
the bottomline battle. The fear 'if I don't 
do it, someone else will' makes you 
strive hard. You will accept everyone 
else as a human being with feelings and 
thoughts but recognise yourself only as 
a manager. A manager of resources. 

Well, wake up time! Managers are 
human too. You also deserve a shot at 
life. A life of being yourself, not a battle 
to avoid extinction. Adequate parenting 
is not about managing resources. It is 
not a service contract because the key 
thing is that it has to be unconditional. It 
does not mean that you overlook diffi- 
cult or experimental behaviour. You 
must acknowledge your child as a per- 
son. You will communicate with your 
child, you will not violate his trust. An- 
other walk, another fall, another smile. 

All is not lost but a new beginning is 
only possible if one acknowledges that 
things may have not worked in the past. 
The offer to communicate after one has 
just beaten someone black and blue is 
likely to be met with scepticism. Abhay 
is experimenting. He has two needs — 
one, to be unique and the other to be a 
part of a larger something. He will ex- 
periment, as would many others like 
him. We have to ensure that we have a 
relationship that allows him to experi- 
ment and yet not go so far that he finds 
that the only definition ofhimselfhe has 
is “I experiment, therefore I get noticed 
and, therefore, I exist." This sounds fa- 
miliar and eerie. Something like you and 
I say: "I manage, therefore I am." 
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He is because he is himself. He is be- 
cause he feels. He is because he thinks. 
He is because he breathes, moves and 
dreams. He is for he is. He must believe 
this. He will believe this only if you tell it 
to him. It will take time but he will be- 
lieve it if it came from you. Say it by be- 
ing with him not by outlining ‘do’s and 
'don't's. But you must believe it before 
you sayit. If he believes, ‘I matter, not my 
performance’, he will value himself too 
much to experiment to the extent of los- 
ing himself. He will know when to pull 
back. If only you could say it. 

Also, managing a home is tougher 
than managing a bottomline or 2,500 
people; the stakes are too high. You need 
to rebuild a communication with your 
wife. You have perhaps made her feel 
guilty and inadequate many times. She 
is not answerable to you for something 
you have given up all responsibility for. 
She is a person before she is a mother. 

What is ethical and within a value 
system and what is outside? Integrity is 
not about money. Integrity is a consis- 
tency between actions and beliefs. In- 
tegrity is about not having to change a 
stance for convenience. It is about not 
hiding. It is not about having to use ra- 
tionalisation. Integrity as a parent is 
sharing the hard facts and the responsi- 
bility for surviving them. Responsible 
parenting is not about tying children 
down. Itis about being with them. Being 
with them does not mean giving 
Rs 40,000 to the school for banners, be- 
ing with them is helping them under- 
stand that sometimes it is possible to 
disagree with the system and survive. 
Being with them is also not trying to res- 
cue them from the consequences of 
their actions. Everyone is accountable 
for his or her actions. But it is easier to 

take the consequences if you know 
that on the other side, you have not 
` lost all. The knowledge that there 
will be someone who cares for you 
just because you are you makes 
you survive. Being with them is 
about. non-problem-solving 
time. It is not looking for valida- 
tion for the fact that they love you. 
Remember, Jagat, Abhay is be- 
cause he is. You are because you are, 
not because you are your role. 
Say hello to Vignesh from my behalf, 


heis catching on. Take Care. 


Achal = 





Strike a 








balance 


Atul Mathur runs Outbound Founda- 
tion, a Panchgani-based training organ- 
isation that works in the areas of leader- 
ship, team-building and personal 
development. He can be reached at out- 
bound(Gvsnl.net. 


HE central issue in Jagat's story 
seems to hover around the ques- 
tion of managerial skills versus 
life skills. Does a competent 
manager automatically become a com- 
petent human being? Can human com- 
petencies — as a father, as a husband, as 
ason, orasamember ofthe human race 
— be mapped just like job competen- 
cies? Does development at work trans- 
form into basic personal development? 

Looking at Jagat's ‘performance’ at 
home, one would not think so. He ap- 
pears to have a tenuous relationship 
with both his wife and son. He 
seems to have delegated the job of 
CEO of the home to his wife! A 360- 
degree feedback from his wife, 
son and the headmistress is un- 
likely to be flattering. Is this due to 
lack of skills or is it merely a lack of 
application? I guess it is both. 

Let us start by trying to figure 
out the differences between busi- 
ness and life itself (so help me God!). 
Business certainly is life. That much is 
pretty obvious. But is life business? 

In business you have clearly defined 


goals (targets), obvious motivation 
(profits/bonuses), role clarity (me boss- 
you flunky), power (over promotions, 
increments and sackings). A manager's 
toolbox. But in life there's no toolbox, no 
props, no crutches. Just you and your 
deepest values, beliefs and their resul- 
tant actions. Your wife and son don' 're- 
port' to you; you don't promote or sack 
them. Your supplier, the headmistress, 
takes no responsibility for the package 
she ships you. The rules of business 
dont seem to apply in a straightforward 
manner. Jagat seems trapped in these 
rules and is astounded when the game 
of life is played differently. 

Another way of looking at this could 
be that at work, Jagat is playing a well- 
defined role. Additionally, because he is 
an actor, he has detachment and objec- 
tivity. He knows that as a boss, it is his 
‘role’ to develop Kapil (the alcoholic) 
and he has the courage to play it out 
fully. Somehow, in his personal life, this 
objectivity abandons him. He cannot 
see the similarity between Kapil's situa- 
tion and his Abhay’s. Could it be that he 
actually sees himselfin the same light as 
Kapil, as a failed father who deserves an- 
other chance just like the reformed al- 
coholic? The headmistress’ refusal to 
give him another chance fills him with 
righteous anger. His ego is hurt. 

Indian philosophy urges us to think 
of ourselves as the instrument rather 
than the doer. To put aside our egos and 
just play the role. Perhaps Jagat needs to 
learn to switch hats. At work he wears 
the hat of the ideal HR head. But where 
is the ideal father hat? Thrashing Abhay 
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| is serious violence. Why does he do it? 
Whyisitthata person who behaves with 





such maturity and compassion at work 
loses it at home? Could it be that his con- 
cern for Kapil stemmed not from gen- 
uine compassion, but from his need to 
see himself as an enlightened manager? 

We have all seen examples of consis- 
tent goodness at work and at home. 


| Good fathers, good husbands and good 


friends who are also good managers. It is 
often said that better people make bet- 
ter managers but the converse isn't al- 
ways true! Business is but a subset of life. 
The'soft skills of relating genuinely with 
people come first. Hard managerial 
skills can be built on this base. 

The second possibility, that Jagat 
does not lack life skills, but simply has 
not had the time to be a good father, also 
bears examination. No Time For Family 
is Corporate Indias most common ill- 
ness. Stress and hypertension are next. 
Several surveys have shown that achiev- 
ing a work life/personal life balance is 


| the top priority for most managers. 





Many would say that Abhay's experi- 
menting with drugs is directly attribut- 
able to Jagat's absence from his life. 
With globalisation, time zone differ- 
ences and mobile phones, the modern 
manager is truly a slave of ‘the system’, 
chained to a treadmill, forever hurtling 
along. A modern version of the myth of 
Sisyphus. The Perpetual Motion Ma- 
chine is the modern manager! The film 
Matrix shows a time in the future when 
machines have taken over and made 
men their slaves. What people believe as 
real is but a finely crafted illusion. 
Maybe we need to ask ourselves some 
questions — are we free or are we slaves? 
What is reality? What is important to us? 
Is this reflected in the way we spend our 
time each passing day? Next each one 
of us must figure out how to tackle 
the answers. I am not calling for a 
mutiny against the system. Mater- 
ial comforts have their uses. To be 
fair, many work not for money as 
much as for the satisfaction of 
work itself. But how about some 
balance in this endeavour? 
Abhay’s incident is a wake-up 
call for Jagat. He should thank the 
headmistress. She may have expelled 


Abhay from the school. But for Jagat, 


this could mean getting his son back. A 
return of the prodigal father. * 


Photo courtesy: Dinodia Photo Library 


The marketing gurus are coming to Adasia, Jaipur this 


year. The Pink City will play host to the best brains in the 
business as they speak their minds for you, courtesy the 


Aditya Birla Group. Chris Charron, Clyde Fessler, Eric Kim, 





Jack Trout, Lester Wunderman, Scott Bedbury, Sergio Zyman, 
Vindi Banga and a whole array of management and 
advertising legends are all going to be there. Make sure you 


too are there between 10th and 14th November this year. 


vogue 


O nice guys win in business? 

Cyrus Guzder seems to think 

so. And it makes his family a 

bit nervous. Guzder's convic- 

tion will be tested shortly. In 

the next few weeks, the 58- 
year-old chairman of the Rs 475-crore 
Air Freight (now known as AFL), one of 
India's oldest express and cargo compa- 
nies, will exit the tie-up with DHL 
Worldwide Express (DHL) by selling his 
49% stake in DHL India. 

For two decades, Guzder' relation- 
ship with DHL has been held up as a 
model for joint venture arrangements in 
India, even though his company was 
merely an agent for DHL. But that didn't 
prevent Guzder from spending his own 
money to not just grow the DHL brand, 
but also let DHL run the entire opera- 
tion. DHL now has a business worth 
around $70 million in international 
freight out of India and a 63% share of 
the market without having had to invest 
a single rupee to grow its operations. 
More incredibly, Guzder deliberately 
de-emphasised his own domestic 
courier business. So much so that even 
as entrepreneurs like Clyde Cooper Ah 
turned Blue Dart into a Rs 315.37-crore D) 
business, Guzder killed his. Why? Be- 
cause thats what DHL had wanted. 
Guzder was always aware of the possi- 
bility of DHL leaving him in the lurch. 
"My family always told me they (DHL) 
would leave me one day," says Guzder. 
"The question for me always was how 
long could I delay that day," he adds. 

In 2000, the inevitable happened, 
when DHL was taken over by German 
post monopoly Deutsche Post (DP). The 
new owners, with typical Germanic 
zeal, had no compunctions about 
breaking the two-decade-old relation- 
ship with Guzder. Yes, they did compen- 
sate him generously. Guzder and his 
family are said to have raked in a lot of 
money (a business associate of AFL esti- 
mates it to be around Rs 200 crore). 

But at what price? After all, he has no 
plans to ride into the sunset. He wants to 
use the money to rebuild his nascent 
domestic courier business by taking on 
market leader Blue Dart. Yet most tend 
to believe that this re-entry is too late. 
Guzder says he has an interesting strat- 
egy: making AFL a supply chain solu- 
tions provider by integrating his three 
businesses — cargo, logistics and do- 
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| rebuild AFL? 


|^ mestic courier. And he will use a nation- 





Ü _ wide franchisee model to grow the do- 
 mestic courier business. He will build 


 : his franchisee relationships on the same 
principle of trust that he used with DHL. 
-So will it work a second time? Or is 
Guzder being too naive in an otherwise 
cut-throat business environment? 
5; ^ Perhaps, the answers lie in the ebb 
x and flow of Guzder's family business 
- history. Graham Davey, COO (emerging 
"countries, DHL Worldwide, says: 


“Cyrus comes from a family that is to- 


| daily, and, Air-India was but a whisper in 
JRD's head. At that time, Guzder's father, 
Jimmy Guzder, was a ubiquitous man at | 


tally committed to the highest stan- 
dards of integrity, This integrity shone 
throughin all relationships. (Our experi- 


ence was quite) unlike so many foreign’ 
. companies that become disillusioned 





with their Indian icit i The Guzder 
family was well- an 
community. Gozder h nin y 
gentility ofold money anda Cambridg 








education. In 1860, the family started. 
outas a clearing and forwarding agent 


for the Tatas. In fact, the birth of Air 
Freight is connected to that of Air-India. 
The story goes that after the War, in 





1945, J. R. D. Tata was keen to start adaily | 
flight to I 


.ondon from Mumbai. Tata Air- 
line already: existed asa postal airline, 
carrying mail from Mumbai to Karachi 








Bombay House, the Mumbai headquar- 
ters of the Tata group. Need a chandelier 
imported for the Taj Mahal hotel? Jimmy 


was the man. He jumped at the oppor- 


tunity that the London flight offered, 
and AFL was set up to be the cargo and 
passenger agent for Air-India. 

Guzder loves this story, and you 
soon figure out why. It has two of his 
favourite characters in it — aircraft and 
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| Karachi, to Santacruz airport in Mune 


cotton for Bombay 





his family. The words bubble outexcit- 
edly as Guzder talks of how his grandfa- = 
ther carried the first Pussmoth, in which ` 
JRD made his famous inaugural füghtto —— 


bai on four hitched- -up bullock carts. 

“My father was one ofthe first corporate 
aviators, flying: around | in his Piper Cub |. 
into theinteriorsof Maharashtra buying ——— 
Dyeing,” says |... 
Guzder. "You know, they were single- 
winged p arate very efficient.” D 
n Guz iet 5 Hy 











lost | interest in i his i i 
dp economics, an 









So he rent i winters in India 
working as an archaeologist and then 
joined ICICI asa trainee under Suresh " 
Nadkarni, who eventually became tt 
head of ICICI e entre prem 






fun ny fallow. p^ herë your father's 
business. Go back and create some cape ` 
ital,” Guzder listened. | 

By the time Bruce Walker walked 


_Svogue 


(Quzder's cHEckLIST 


DOMESTIC EXPRESS BUSINESS 

Called Wiz, the domestic express business (half of AFLs Rs 475- 
crore turnover) needs a reorientation in terms of networks and 
technology. AFL has spent Rs 17 crore on a new technology 
platform in the last 18 months. It also needs to claw business 
away from Blue Dart because the universe of banks and 
multinationals, the biggest customers at the top-end, is small. 





BRANDING 


A 55-member franchisee network needs to be supported by a 
strong brand promotion campaign supported by AFL. Currently 
AFL Wiz just doesn't have the recall of a Blue Dart or the First 
Flight brands. Most consumers still don't know that the name of 
the company has been changed to AFL from Air Freight. 


LOGISTICS BUSINESS 


The logistics division broke even last year after six years of 

being in the red. Now the business needs aggressive client- 
acquisition, supply-chain technology, and infrastructure like 
warehouses and trucks if it has to become a serious supply 


chain solutions provider. 


into AFL from the Singapore office of | for the next 20 years. Currently, with a 


DHL in 1978, Guzder was managing di- 
rector, but had never heard of DHL. He 
said: "Why don't we go up and see my fa- 
ther." Walker had a proposition. DHL 


was in India to service Brown & Root, a | 


British company that was building 


pipelines for ONGC. Walker needed a | 


local agency to cut an airway bill and a 


courier to deliver consignments. AFL | 
was the largest international cargo | 


agent, and one of the largest travel agen- 
cies in India. Servicing DHL seemed like 
a good short-term deal. 

In the 20 months that it took Brown 
& Root to build that pipeline, DHL ac- 
quired a few more clients and had a cosy 
little operation in the Taj Mahal hotel. 
Till, one day, the Reserve Bank of India 
shot off a nasty letter stating that DHUs 
presence was against Indian foreign in- 
vestment rules. DHL packed up in 24 
hours. Within a month Guzder hopped 
onto a flight to Singapore and per- 
suaded DHL to continue the relation- 
ship and have AFL remit the money 


overseas, which was all perfectly legal. | 
Says Guzder: "You've heard of the 


phrase — a man and a dog. This was a 
one man and a courier operation." 


DHL agreed and Guzder never | 








| 
| 





looked back. The business grew steadily | 


| marketshare of 6396, DHL India is miles | 
ahead of its competition like UPS and | 
FedEx. It is also one of the Top 15 coun- | 


tries for DHL worldwide. 


Managing DHL 





The international express industry isa | 


battlefield of skirmishes — Blue Dart | 


snapped ties with FedEx, Elbee with | 


UPS, and Skypak with TNT. But DHL 
and AFL had 20 years of a partnership 


| 


that functioned like a joint-venture — | 
only it wasn't. Guzder had given a one- | 
point agenda to his team. "Any system | 


that DHL suggests, you introduce; any 
management process they want you to 
operate, you operate it. You come to me 


only if it's going to lead to mass suicide | 
in the company, or it's truly hostileinthe | 


way the rest of the AFL group is man- 
aged." Guzder paid his CEO but it was 
DHL who told him what to do. DHL 
controlled process, technology and 
even hiring of senior management. 
DHL believed that the domestic 
courier business was a low-margin, 


high-volume game and would take fo- | 
cus away from the internationalexpress | 
business. Guzder says: "They presided | 
over the virtual elimination of the do- | 
mestic business.” A player like Blue Dart | 
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never compromised its brand in favour 
of its partner, FedEx. Guzder, however, 
never played that game. S.Ran- 
ganathan, general manager, AFL, re- 
members: "I have made presentations 
year after year saying that the domestic 
| business will grow by this percentage, 


and I've had the whites clap for me and 
I've had Cyrus clap for me. He wore the 
three stripes of DHL on his heart." 

Why did Guzder listen? Ran- 
ganathan says: "I think it was enlight- 
ened self-interest. He knew this was a 
partner he could learn a lot from." 

By the late 1990s, the partnership 
had evolved into a very profitable busi- 
ness — the 17th most profitable for DHL 
worldwide. Guzder knew that soon 
DHLs ownership of the business would 
become an issue. FedEx already owned 
its business in India and Guzder's radar 
was tuned toward changes in attitude 
from Singapore. That trigger came in the 
form of DP's takeover of DHL in 2000. 
Guzder's pals in the Singapore office, 
particularly a senior manager called 
Graham Davey, warned him that DP in 
typical German, ‘do we own it or don't 
we' style, planned to use a $3-billion war 
chest to buy out everything in sight. 

Guzder sought a meeting with Uwe 
Dorken, the DP man who had become 


CYRUS GUZDER 








the chairman and CEO of DHL, and was | Even Blue Dart, Guzder's fierce com- | For potential partners, Guzder has 
invited to its management committee | petitor, has become an agent for DHL, | taken care to ensure that they had 
meeting in Cape Town (South Africa) in | after its break-up with FedEx. | weighed options outside the express in- 


December 2001. Dorken was blunt. He | dustry. Says Ranganathan: "We did not 
said that Guzder was one agent thathe | Let A 100 AFLs Bloom | want to take on people with any odious 
was told not to buy out because things | Now, Guzder has plenty of cash, but no | baggage." Every franchisee will have to 
were going so well in India. But DP | real domestic presence. That'sled many | take care of two tasks: invest in local in- 
needed an insurance policy — just in | to describe him as a naïve entrepreneur. | frastructure and a sales team. Says 
case. Says Guzder: “He told me in his | Others see him as a master of relation- | Guzder: "We have given him a brand, 
very elegant, German English way: ‘Why | ships for having managed DHL for this | and will have to build his loyalty to this 
don't you give us the comfort so that we | long. The man himself has no regrets, | brand.We will help him budget, arrive at 
can step in? The sooner, the better.’ " not even a flicker. He says: "It wasagreat | alocal price and manage information." 
Guzder was savvy enough to see the | relationship. We learnt alot from them." | Guzder believes that with proper 
writing on the wall and knewit wastime | Guzder's relationship skills now face | training, franchisees can make the cut. 
to call it quits. He demerged the busi- | theiracidtest. Hehasto managenotjust | But not all customers are equally trust- 
ness and gave DHL 51% equity stake | one partner, but 55 franchisees. Given | ing. Asenior manager of a multinational 
and was appointed chairman ofthenew | the added complexity in the business— | bank, whose business AFL was pitching 
company. Guzder was keen on a 10096 | volumes in the domestic express busi- | for, wondered whether a franchisees 
exit rightaway, however, DHL insisted | nessare likely to be 60,000 deliveriesa | service could be equally reliable. For in- 
that he stay on as chairman forthesake | dayas against just 100 for international | stance, AFLs competitor, Blue Dart, has 
of continuity and a smooth transition. | consignment — Guzder believes a fran- | 3,700 people on its rolls and manages 
Now, two years later, Guzderis selling off | chisee model will help him scale up fast. | the entire operation end-to-end. 
the remaining 49% stake to DHL. AFL | Says Ranganathan: “What happened to And is it not too late? “Of course, we 
will continue to be agents for DHLinthe | him with DHL, he needs a 100 (fran- | are terribly late. Terribly. But we would 
rest of India, save the Top 12 cities. But | chisees) to happen to AFL.” But the level | not have started..., if we didn’t think it 
then, that doesn’t mean much today. | ofcomplexity will ratchet up. | was possible,” says Guzder gently. W 
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— advantage of the opportunities being thrown  Jayawantiben Mehta 
E. ‘upin this liberalized environment. Powertrad- — Union Minister of State for Power 
iR ‘ing em a F. 

_ Jayawantiben Mehta, Union Minis ate for Powertalks onthe «. 


| A p in the sector and the steps being undertaken to over- 
. Ses ‘come the shortages, an excerpt. 


Qn Whatare the major features of the Electricity, ae oti- 


— fied rom 10 June, 2008. "tex "My: difference 


- in the power scenario in Ih 


The earlier three laws governing the power sector has been merged 
in this act. There has been a major ‘revolution’ in the power scenario 
with this act. Generation, transmission and distribution are the three 
essential parts of the power situation. For augmenting generation, in 
. this bill, we have. done away with the need for those clearances , 
= ` which we felt were not relevant. Also, rules have been simplified to 
speed up generation. The act, in the long run willeliminate cross 
F. ; + subsidy, having set a time frame of 15 years to do so. The act is very 
© consumer centric. Power reforms should notimean, increase in tar- 
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distribution. Expenditure has always been 
lop-sided favour of power generation. What 
we need is more transmission lines. Our 
power resource, whether they be of water 
orthermal are geographically scattered. To 
generate it from varied ends and to trans- 
mit them where necessary is a big chal- 
lenge. We are working on'the National grid 
project. It will be completed by 2007. Rural 
electrification is another coveted goal. 
About 80,000 villages need electrification. 
Of these 18, 000 villages will not get power 
through grid system as they are located in 
remote places. Non conventional sources 
of power will be used for them. Rural elec- 
trification is taken as a minimum need. 





Rural electrification corporation has re- 
wGBItly made provision of Rs 500 crore on 
-Oper centinterest rate. Accelerated rural 
electrification programme has been also ` 
been given to various state governments. 
The goal is rural electrification to be completed by year 2007 and 
rer for all' by they 12.. 
- Q3. The power bs has said that by 20 see 
1lakh MW will be generated. What are the s| ey 
for this? 
Special monitoring has already started concurrent with the tenth five 
year plan (2002-7). During this plan period 41,000 MW is being sought . 
to be generated. This will be a big achievement and we are sure to 
achieve it. The ratio of hydro-electricity and thermal power, whichis! « 
lop-sided now will be set right. We are working in earnest to realise ` 
the hydro potential 162 easy hydro-electricity projects have been 
identified for the 11th and the 12th plan period.. These will generate 
50,000 MW. By 2003 feasibility report of these projects will be ready 
Q4. What are the details of the MoU signed by India with the 
King of Bhutan, pertaining to hydro-electricity generation? 


iffs, and raids, as the consumer often nu dersiápas it-Earlier if COn- The Indiangovernment has signed an MoU ene of Bhutan for 
sumers were caught doing soif tH connivance with power X hydro-electricity generation of 870 MW. The pre ‘Santosh ` 
— . utilities, only they were punished, but this actensures that the con-  Wangchu'and will commence after the ‘Tala’ proje by. completéd in = 


niving persons from power utilities gets due punishment as well. 

Other prime features of the act are formation of the regulatory com- 

mission, signing of the various Memorandum of Understanding (MoUs) 

of the state governments with the central government. The bill in 
- totality is meant to speed up power reforms. 


D 


- — Q2. What are the main issues in the power industry today? 


^x When do we achieve the goal of ‘power for all? 
One of the primeconcern of the power sector is the issue of distribu- 
tion. Enough money has never been gem in this country on power 
P š bout 90 


2005. There are two on-going power projects in Bhutan which gener-- 
ate 270 MW. Power generation from Bhutan is mutually beneficial for 
the two cóuntriessNepal is also py for the same purpose. 
Pont rem gas corporation, wh formed four years ago, is 
earning profit today. | hope for a future when India can act as a power 

exchange and can give cheap power to people. | 





Q5. What is being done to prevent power thefts in the coun- 
try? 
Power theft in our county is as much as Ris 26, 000-30, 000 crore per 


er 
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Modern societies depend on reliable energy supply to sustain their productive 
capacity and social cohesion. Confronted by the increasing power delivery failures 
& insufficient power quality, businesses and the government are seeking more 
effective ways to manage their options better. 







Enabling Effective Power Management Solutions for Tomorrow's World 


2002- 2003 
4178 MUs Traded 
Turnover: Rs. 927 Crores 


PBT: Rs. 19.53 Crores 





Win- Win Partnerships 


Short Term Trading 2001 - 2002 
1617 MUs Traded. 
Cross Border Trading Turnover: Rs. 364 Crores 


PBT: Rs 7.66 Cr. 
Effective Payment Security 


Power Trading Corporation of India Ltd. (PTC) is empowering India by 
trading power on a sustained basis since FY 02 through purchase from 
surplus utilities and sales to deficit ones at an economical price, 
ensuring best value to both the buyers and sellers and ensuring that 
the resources are utilized optimally. 





As Nodal Agency for Cross Border Trading, harnessing the trading potential with other countries 
Successfully segmenting the market with products like Time of Day trading 


Catalysing the development of Large and other Power Projects. 


Facilitating long and short term trading in all the electricity regions of India 





Supporting the development of environmentally friendly Hydro Power Projects 


Enhancing customer delight by Provisions like Single Window Service 
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Market Confidence: Equity stake by the Power Sector majors and leading Fis 











http: //www.ptcindia.com 


Power Trading Corporation of India Limited 


2" Floor, NBCC Towers, 15 Bhikaji Cama Place, New Delhi 110 066 
Phone: 011- 51595100. Fax: 011 51659126. E mail: info@ptcindia.com 
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year in our country. The electricity act has several provisions to deal 
with the menace. To prevent it; 100 per cent metering, energy ac- 
Counting, energy auditing; regulatory commission to set tariffs, are 

the power reforms t ) tackle the problem. Maximum prob- 
lem is in distribution system, we are trying to monitor that to nab the 
actual places where theft istaking place. State assemblies have also 
passed anti theft laws in their assemblies. 





Q6. Privatisation has already happened in Delhi and 
Orissa.. : What is the penan: so far? 


oe SH 


ME trae 


In Delhi- alie privatisation, recovery Bind ke, K efficiency hasi im- 
proved. but it is too early to say that 100 percentis all right, we have 
to wait for a couple of years for that. 


Orissa is special case and we annot take example of Orissa to 
negate the privatsisation process as the state was beset with natural 
disasters, immediately after privatisation and the liabilities were given 
to the power utilities and they faced a lot of pressure. Time is needed 
to see result of privatisation. 5 years is usually needed to see major 
results of privatisation. | 






.. Q7. What is being done to revive State 
ac! ricity Boards? © 


7 yy" 1 





Coal, 63801 MW. 
58% 


Br 
E Al state government know the importance of 
power reforms, cutting across political par- 


power sector. Foreign invest- 
ments should not ask for guar- 
antee or escrew from the power 
ministry as such a practice is 
not there in any other industry. 


Hydro Power 


Raising hydro power's share 
to 40% will cure India's power 
problems", asserts Yogendra 
Prasad CMD, National Hydro- 
electric Power Corporation 
with panache. With over 27 
years of experience, NHPC is 
today a pioneer organization 
in hydro power development in the country. Its strength involves all 
activities from “concept to commissioning”. It has commissioned 
power stations with installed capacity of 2175 MW and has also 
executed projects on turnkey basis in India and 
abroad. It also provides consultancy service to 
clients in Hydro power in both public and epee 
sector. 





Shri Yogendra Prasad 
CMD, NHPC 


Hydro, 26910 MW, 
25% 


Gas, andy MW, 
With so much of expertise, NHPC is working 
aggressively on the targets set by the Govern- 


Diesel, 1173 MW 
š; 1% 


«ties. One can say that in about 5 years 
Š time, SEBS will be commercially viable 


.. through power reforms and will be able to 


p - fetch new projects. 


add. In which direction i is the foreign equity participation in 


vp 


be -the power sector going?. 





N - Wind, 1736 MW, 
25 


Nuclear, 2720 MW, 
3% 


Shares in Installed Capacity - March, 2003 ` 


ment for hydro electric power in the country. As 
Prasad elaborates, "India's vast hydro potential 
is assessed at about 1,50,000 MWof which only 


1796 has been tapped so far. The Ministry of Power has developed 


strategies to fully exploit its potential and accord high priority for its 


development in X and XI plans." The total of all these strategies 


It is true that the Enron piaite has made the speed of foreign 
investment in India very slow. However in transmission system, the 
foreign collaborations are working very well. The electricity act will 

—. goalong way in encouraging the foreign equity participation in the 





should yield between 35,000 to 40,000 MW from hydroelectric project 
by the year 2012. The Electricity Act will further boost efforts and 
provide the much desired growth and momentum in this sector. 


' i 


He optimistically adds, “The Government of India is providing gener- 
ous budgetary support for hydro projects 
and NHPC will be the recipient of a lion's 
share. Keeping this in mind, we have set 
high targets for hydro capacity addition in 
these plan periods.” NHPC is looking at 
adding 4,357 MW of capacity in the 10" 
Plan and 14,404 in the 11^ Plan. It has 
taken up 11 projects of 10824 MW in- 
stalled capacity for detailed project report 


tive construction activities on 8 projects 
of 4490 MW combined capacity is going 
on in full swing. 


Prasad concludes saying, ^we look to play 

a vital role in achieving the goals set by 

the Government and are geared up to 

complete the project within a gestation 
. period of 5 years." 


and infrastructure development and ac- ` 





Inspired by Nature... 


When human ingenuily.and commitment are blended:with technology and responsibility towards the 
environment, a powerful partnership evolves. 


And when this spirit of partnership is used to tap the forces of nature, if yields a source of energy that is 
clean, cheap and inexhaustible. Benefitting people; environment and the society. 


A partnership like the one between Nature and NHPC 








--- Driven by Future 


National! Hydroelectric Power Corporation (NHPG) an ISO 9001 & 14001 certified organisation has come a long 
way since its.inception in 1975, to become the largest organisation for hydro power development in India today, 
having constructed 10 hydro projects in India and abroad having installed capacity of 2250 MW. 
One of India's top-ten’ Companies with an asset value of over Rs. 15,500 crores, ifs capabilities include the 
complete spectrum of hydropower development — from conceptualisation to commissioning. 


In line with Government of India's-determination to provide electricity for all by the year 2012, NHPC has planned 
io add approximately 15;550 MW environment friendly hydro power over the next 10 years by adopting the latest 
methodologies and technologies for speedy execution of Projects, with effective time-and-cost management. 

In order fo achieve systematic development, in terms of world-class technology, human skills, 

NHPC" is forging, links with the best expertise in the world with one prime objective. 


- fo empower people sustainably, naturally! 





Be ae? Consultancy Services 

| Backed by experience and expertise acquired over the last 27 years, NHPC is providing solutions for hydro projects 

dnd related areas to various ‘clients within India and abroad. NHPC is registered as "Consultant" in the area of 

~ hydro power with various international funding institutions viz: World Bank, Asian Development Bank, 
Ee African Development Bank ete: 


£ 2 De NOS 
fes 
National Hydroelectric Power Corporation Ltd. 

fol - (A Government of India Enterprise) | 


x Clean Power For Every Home 













Corporate Office : NHPC Office Complex, Sector 33, Faridabad-121 003, Haryana (India) Website : http://www.nhpcindia.com 
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Power Generation ` 


NTPC's motto is, “to be k; of ihe 





ties powering India's growth": To 
realize this vision, it has drawn up 
ambitious plans. The corporate plan 
for 1997 — 2012 has been carefully. 
drafted after thorough understand- 
" weak: . 
nesses of the organization andthe | 
opportunities and threats that the” 
environment will throw up. NTPC 
is looking at adopting a multi- | 
pronged growth strategy for ca- ` 
pacity additions through 
greenfield sites, expansion ofex- s 
isting stations, takeovel'and joint. 
ventures. The target of these plans ` 
and strategies is to malt the ian oak a 40,000 MW company by 
2012 AD. 


2 „Apart from this it is also Hal at renovation and modernization of 
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old power stations, investment in LNG terminal, setting up of hydel 


. power plants to facilitate techno-economic operation of thermal-hydro 
mix of HTC stations, amongst other things. 


‘Power Trading 


Another area which is bound 
to see plenty of action is 
power trading. As power can- 
not be stored, it becomes vi- 
tal to match the demand and 
supply of different utilities at 
any particular point of time. 
Tantra Narayan Thakur, CMD, 
Power Trading Corporation 
says, "Trading of power has 
therefore been able to act as 
a balancing medium for the 
power sector in this country, 
removing inefficiencies of the 





Tantra Narayan Thakur 
CMD, Power Trading Corporation 





PROMOTIONS 


Trading of electricity ensures that 
existing generation, transmission 
and distribution resources of the 
country are optimally utilized. 
Though India is short of power 
on an aggregate level, there is 
large diversity in terms of demand 
and supply in various parts of the 
country. While some electricity 
utilities have surplus power at 
various times of the day, some 
others may have excess demands 
at those times. So he adds, 
"Many of our buyers have been 
able to meet their shortfall by con- 
tracting economical power 
through us." 


Thakur talks of the future opti- 
mistically, "PTC envisions the development of an active, vibrant and 
competitive power market. We intend to be a major high-tech com- 
pany, with dominant market share and a turnover in the range of Rs. 


- 90 Billion to Rs. 100 Billion by Financial Year 2011-12." The commit- 


. Financing options 


system and also improvingthe ` 


overall quality of services." 


The Electricity Act 2003 has incorporated various enabling provisions 
which provide tremendous scope for the Power Sector to grow. In the 
Act, trading has been recognized as a separate activity, thereby 
reaffirming the relevance of this business for the Indian Power Sec- 
tor. PTC inits two years of sustained operations has been able to 
trade with utilities all over India on a continued basis. Thakur speaks 
with pride, "PTC in its two years of sustained operations has been 
able to trade with State Utilities as well as Independent Power Pro- 
ducers all over the five electricity regions of the country. We also 
actively trades power from Hydro Power Projects in Bhutan and are in 
the process of setting up another mechanism in Nepal." 
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ment towards consumers is clear as Thakur concludes saying, “even 
if it is an inadvertent mistake, | would stand by any commitment 
you make to the Customer” 


The investment required in 
the power sector is esti- 
mated at a mammoth Rs. 
8,00,000 crores. The Power 
Finance Corporation plans to 
fund around 20% of the total 
power sector investment as 
envisaged in the 10" and 
11" plan period. PFC’s mis- 
sion is to excel as a pivotal 
developmental financial in- 
stitution in the power sec- 
tor. Its activity involves 
channeling the resources and 
providing financial, techno- 
logical and managerial services for the development ofthe power 
and its associated sectors. 





A. A. Khan 
CMD - Finance Corporation 


The Electricity Act 2003 will throw up a lot of business opportuni- 
ties in the power sector. The introduction of open-access at dis- 
tribution level will definitely give a boost to power trading and will 
promote competition in the power sector. Power projects 
involvehuge capital investment and also have long gestation pe- 
riods. Raising of the Rs. 8,00,000 crores in the next 10 years is 
big challenge. PFC has projected disbursement of Rs. 43,300 
crores during the 10^ plan period (2002-07). For the 11^ plan 
(2007-12) it has envisaged a funding of Rs. 1,15,000 crores. 


PROMOTIONS 
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Portable Gensets 


To overcome power shortage the small consumers comprising 
homes, offices, shops are increasingly turning to generators and 
off late invertors. In a bid to regulate the use of generators, the 

government came up with 


" Honda as a company 
is very environment 
conscious and believes 


in environment 


Kazuaki Shimada 


President & CEO, Honda Siel Power Products Ltd. 

norms for petrol and kero- 
sene generators for noise pollution and emissions equivalent to 
those in the developed countries, Though the domestic manufac- 
turers are adhering to these norms rigorously 
and have created products fine tuned to In- 





Power Feature 


3. Whatisthe system to monitor noise and pollution norms 
implementation for diesel gensets? 


Elaborating on this Kazuaki Shimada, President & CEO, Honda Siel 
Power Products Ltd. says, *Honda as a company is very environ- 
ment conscious and believes in environment protection. We have 
developed the Gensets to match the noise and emission standards 
as prescribed. These standards match those of the developed 
countries. And because we adhere to these standards our prices 
are higher as we have spent on R&D and follow stringent quality 
controls. This makes it above the reach of the common man. The 
playing field should be fair and level for all."Govil, adds, "if there are 
standards then they should be implemented across the board for 
everyone. The focus of the standards are to reduce noise and air 
pollution. In case of invertors, average loss is 40% of the power 
stored. On an estimate there are 2 million invertors in the country. 
One can imagine the power wastage happening on daily basis as 
Inverters do not add to the power supply but simply draw from it 
for a later use. Also since the batteries have to be kept charged all 
the time for effective functioning, it is a drain on an already ra- 
tioned product. Why are there no such guidelines for inverters like 
say 90% efficiency levels? 


R.S. Bidesi, Vice President & Director reiterating the above says, 
“the standards are being implemented for only domestic compa- 
nies. The custom departments allow for the 


dian requirements, there is no check on por- fy Le nx. imports of all types of portable gensets, with- 


out any check whether they match the stan- 


table generator sets being imported. The in- 
9 JE. | The world’s dards set. Today they are entering the country 


dustry players raise three main points which 


they feel hamper their offering of efficient a ay 5 etest 





running quality products to the consumers and 


through Mumbai and Kolkata. It is a classic 
case of the right arm not knowing what the left 


is not creating a level playing field. Sanjeev ge nerator. arm is doing. If such generators can be im- 


Govil, General Manager, Marketing, Honda 
Siel Power Products Ltd. asks, 





1. Why are the noise and pollution 
emission norms not being imple- 
mented on imported generators? 


2. Why arethere no efficiency stan- 
dards for inverters? On an 
average 40% is lost in conver- 
sion, this is a huge drain out for 
a power starved country like ours. 


With a view to achieving balanced power development PFC is 
looking at funding hydro projects to bring the present thermal- 
hydel mix to an optium level. It is also working on at extending 
finance to projects based on the renewable energy sources, par- 
ticularly wind energy. For hydro projects, it has extended the 
repayment period of loans to 15 years effectively increasing the 
loan tenor to 20 -21 years. The hydro-sector area is a high 
priority one for PFC. 
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ported why can't the same be manufactured by 
the domestic companies as well. Also the con- 
sumer is unable to get a domestically manufac- 
tured product at an affordable price backed by — 
quality after sales." 


Shimada concludes saying there should be a 
level playing ground and we need to take a 
pragmatic view considering the Indian situation 
and customer requirements. Ultimately, Honda 
will be delighted to serve the people of India 
with its products and technology. 


Non Conventional Sources of Energy 

BHEL is leading the way in development of non-conventional sources 
of energy products / systems. It has emerged the market leader in 
renewable energy products like solar water heating systems (SWHS), 
Solar Photovoltaic Power Systems, Solar Lanterns, Wind Electric 
Generators, Battery Powered Road Vehicles etc. The electrification 
of islands in Lakshadweep using solar energy is a pioneering venture. 
It helps in conserving the environment and ecology and will also yield 


substantial savings on fuel costs. | | 
- Chitra Balasubramaniam 








K. Cherian Varghese 
CMD, Corporation Bank 


I'm on my third reading of THE 
BIBLE, the Book of Proverbs to be 
exact. I feel that the Bible, like the 
Mahabharata and the Panchatantra, 
has great relevance today. Some pas- 
sages that I find important are: 
Chapter 22, verse 22-23: *Rob not the 
poor, because he is poor: neither 
oppress the afflicted in the gate: For 
the Lord will plead their cause, and 
spoil the soul of those that spoiled 
them." The question — who will 
take care of the poor — is very 
important today. Another passage 
that I found apt for me is Chapter 27, 
verse 23: "Be thou diligent to know 
the state of thy flocks, and look well 
to thy herds. For riches are not for 
ever: and doth the crown endure to 
every generation?" It means know 
what stakeholders and shareholders 
want and take care of them. e 


ALERT 
Dude, Where's My Country? 


By Michael Moore, (Warner Books) 








Michael Moore, the 
scourge of stupid white 
men, is back with a 
blistering attack on 
legislators who have 
snuffed out civil liber- 
ties for 'homeland se- 
curity' and corrupt corporate 
chiefs who have bilked employ- 
ees of their lifetime savings. 
Moore is the same guy who wrote 
the best-selling Stupid White 
Men and attacked a fictitious 
president for his fictitious war at 
the Oscars ceremony. m 
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LIP through Walking The Talk, 
and you will find this quote 
from management guru Peter 
E Drucker on page 128. “In the 
next society, the biggest chal- 
lenge for the large company — 
especially for the multinational — may 








Why green 


UN General Assembly set up the World 


| Commission on Environment and 


Development (WCED) in 1983 and 
introduced the concept of sustainable 
development. Second, it called for an 
international conference on the sub- 


| ject. This was eventually held as the 


be its social legitimacy: its values, its | 


missions, its vision." 
Stephan Schmidheiny, Charles 
Holliday and Philip Watts clearly agree 
with Drucker. They only go a step fur- 
ther. Not only is sustainable develop- 
ment good for business, but also solv- 
ing environmental and social problems 
is essential for future growth. 
Go back to the 1980s, when 
large parts of the world 
were stagnant economies, 
heavily burdened with 
debt. At the same time, the 
environment was being 
pummelled. With both 
development and the 
environment in crisis, 
people were wondering 
which comes first. 
Against this backdrop, the 


1992 Earth Summit in Rio. 
One outcome of Rio was Changing 
Course. Its author, Swiss industrialist 


_ Schmidheiny, argued that business had 





to be a part of the solution for global 
environmental degradation. In the sec- 
ond book, Walking The Talk, released 
before the second Earth Summit in 
Johannesburg last year, he joins two 
other prime movers in the World 
Business Council for Sustainable 
Development, 


WALKING THE 
TALK 


Charles O. Holiday, 
Jr, Stephan 


Schidheiny and 
Philip Watts 
Greenleaf Publishing 
Pages: 288; 


529.95 


price: 








Why contrarian 


CHETAN PARIKH 





ELL-known trader and money 
manager Larry Williams revis- 
its some of the principles of 
value investing in his latest 





Cup championship in futures trading 
for taking $10,000 to $1,100,000 in less 


. than 12 months, eschews momentum 


book The Right Stock at the Right Time. | 


The fundamental philosophy is to un- 
derstand that stocks go up for only one 
of two reasons: hype and hope or value 
and value. 

Then there is patience. This means: 


investing. His tip: "Focus on the under- 
lying conditions that cause price, rather 


| than price itself". 


In a study of five stocks from the 
Dow Jones Industrial Average based on 
various criteria, Williams found that 
value-seeking investors earn 596 more 
per year on an average — and that is a 


| huge difference when the earnings are 


"Time is our friend, not our enemy. Let's | 


make no rush to judgements when it 
comes to investing.” Williams, who was 


the top winner of the Robbins World ` 
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compounded over time. And, “the 

beauty of these ratios.” says Williams, 

“is that they keep us out of trouble.” 
His contention is that intelligent 


BOOKMARK 





is good business 


Holliday, chairman and CEO of 
DuPont; and Watts, chairman of Shell; 
to spell out the case for addressing sus- 
tainable development as a strategic 
issue. Good thing, too, because sustain- 
able development has not really 
become a rallying cry among environ- 
mental NGOs and governments. 

The authors begin by explaining 
why business should opt for sustain- 
able development. This ranges from 
eco-efficiency (using less to make 
more) to the fact that consumers are 
aware of a company’s record on work- 
ers’ rights (think Nike and sweat shops). 
From there on, the book discusses the 
10 key elements underlying a move to 
sustainability. Each of these is accom- 
panied by case studies — Volkswagen's 
street children initiative, British 
Petroleum’s rural development pro- 
jects, General Motor's water conserva- 
tion attempts in Mexico. 

The underlying message is that 
more globalisation is essential. | 
"Properly framed markets founded on 
respect for certain basic rights and 
obligations promote the most efficient 
and cost-effective use of resources," 
they say. The market encourages pro- 





STEPHAN SCHMIDHEINY is the chair- 
man of Anova Holding AG. He found- 
ed the Business Council for Sustain- 
able Development after he became 
Principal Adviser for Business and 
Industry to the secretary general of 
the Rio Earth Summit 





the effects of climate change and the 
development of carbon trading. 
If there are other ways of striking a 





CHARLES O. HOLLIDAY, JR is chair- 
man and CEO of DuPont. An indus- 
trial engineer by training, Holliday 
has spent 30 years with DuPont. 
He is a former chairman of the 
World Business Council for 
Sustainable Development 





PHILIP WATTS is chairman of the 
committee of managing directors 
of The Royal Dutch/Shell Group 
and the Shell Transport and 
Trading Company. He is also the 
chairman, World Business Council 
for Sustainable Development 


ductivity and efficiency gains from spe- | 
cialisation, it builds economies of scale, | 
it improves efficiency because of | 
greater competition. They suggest that | 
markets should be created for scarce | 
environmental goods and services, | 
such as the efforts underway to control | 


balance, these are not dis- 
cussed. Instead, the book 
tries to persuade those 
who share the authors’ 
views (which would 
include a lot of business 
people) that a concern for 
environmental  sustain- 
ability and social justice is 
good business. Their insis- 
tence on the market as the 
only solution will have the 
anti-globalisation lobby 
up in arms. The authors 
acknowledge as much, but 
argue that business 
remains the most potent 
force for wealth creation. 
“The extent to which 
wealth goes towards 
poverty alleviation depends largely on 
societal choices,” they say. 

For sustainable development, a 
global partnership — between govern- 
ments, business and civil society — is 
essential; something that companies 
cant do on their own. Perverse subsi- 
dies and inappropriate tax regimes 
make it hard to convince companies 
that sustainability is in their interest. li 








investing Is hard 


investors dont want risk; they want 
returns. Since there is a way of eliminat- | 
ing a good deal of the risk, "it is mathe- 
matically impossible for our returns not 
to be greater than someone just buy- 


ally do not endorse this ‘timing’ ele- 
ment to stock purchase decisions, I do 





must seek to buy at the time of greatest 
advantage. 










ing the averages." He also lays bare many 
The authors studies common myths about the 
show that stocks bottom market. A favourite is that 


all one needs to do is to 
purchase quality stocks 
and hold onto them for 
the long pull. Not so, 
warns Williams. "Long- 
term investors are the 
biggest gamblers in the 
marketplace, 


in October, with signifi- 
cant bottoming of the 
market every four years. 
In fact, since 1858, most of 
the time stocks have bot- | 
tomed in perfect harmony SJ 


with this four-year repeti- "TUA NN 


tive pattern. While I person- 
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make their bet and stay with it. If they 
are wrong, they can lose it all." There are 
lots of examples where the strategy has 
paid off and it is these cases that are 


| publicised. But there are many more 


instances where the strategy did not 


| pay off. Investors are unwilling to dis- 


agree that the long-term investor | 


cuss these occurrences. 
Since the markets always test 


| investors, it becomes easy for them to 


rationalise that a strategy does not work 
any more just when it is most needed. 
The Right Stock at the Right Time (pub- 
lished by John Wiley & Sons) points out 


| that investors routinely take out their 


| ing so difficult to execute. 


they | 


cheque books when they should be tak- 
ing out their slip books and vice-versa. 
That is what makes contrarian invest- 
m 





Chetan Parikh is director, Jeetay Investments 




















HERE was a time, sehen till a decade ago, 
when no Indian ee would dream of 
becoming a global player. Then the software 

` industry showed what was possible with a 
he — combination of enterprise, quick thinking 
and luck. Now the entire world thinks of India as one of 
1 he best places from where to execute its IT strategy. The 





the most promising, at least in the longterm. 
E For. afew decades since inception, the Indian pharma- 
‘ceutical industry chugged along slowly.and steadily. In 


. tionof being: a copycat. By the mid-1990s, while India and 
. the rest of the world were applauding our software indus- | 
try and its innovations, the š 
. pharmaceutical industry was 
.. getting brickbats for flouting 

patent laws and opposing the 
_ General Agreement on Tariffs 
"and Trade (GATT). All its inno- 
vations had been swept under 
the carpet. 

Now that GATT is history 

and the final switchover to the — 
Trade-Related Intellectual — 
_ Property Rights ( TRIPs) frame- 
work is only a year away, the 
misdeeds of the Indian phar- 
maceutical industry are slowly 
being forgotten. Overseas 
pharmaceutical companies 
still raise the bogey of the In- 
. dian patent law occasionally; 
-` their voices are becoming fee- 

^ bler by the day. The Indian pharmaceutical industry, on 
< theotherhand, is forging ahead by attacking new markets 
. andinvestingin drug discovery. Will some of them be able 
to become global players the way Ranbaxy has? ` 


Indian 


> dustryisatruly knowledge-driven industry. It is also an in- 


EC ery. The pharmaceutical industry also has to tackle 
` regulatory regimes that are getting tougher by the day. It's 
still difficult to be a large player in the industry (by world 


< Standards) without a few blockbuster drugs that sell for i 
. . more than a billion dollars a year for several years. No © 
|^ company has made it big by focussing only on the gener- ` 


UT ics market, which is what most Indian firms have done. 

^. -.. The Indian industry is entering the drug discovery 
SPAN game when the rest of the industry is, to put it bluntly, at 
¿its wits end. All the low-hanging fruits have been already 
_ plucked and few know how to reach or climb higher. In | 
i fict we don't even know where the fruits are. The more 


industry i is India's first truly global industry. Yet it's not 


‘the 1980s and 1990s it also gathered the dubious reputa- - 


|^. Let’smake no mistake about it, the pharmaceutical in- - 


... dustry driven by innovation, particularly in drug discov- | 


T RIO REA TEENS REDDERE SOSA nner engin beg 


Me t Lir NIU eri rmarermaanruritmoarogs bi Be Pay Mri e AP nawa 


harma does not 


need a blockbuster drug to 
become a global nae It 
can join the globa 





| 
| 
| 
| 
: 
|] 
| 
| 
x 
| 


the money thie d —X on R&D, the léssi it gets in 
return. Drug discovery demands knowledge, skill, experi- ... I 
ence, money, luck and a few other things we dontknow ` 





-about yet. How can the Indian pharmaceutical industry | 
| play this game? x 


We have asked this question several uites dnd’ come 
up with several answers, none of them entirely convinc- 
ing. India is cheap, India has good scientists, India has a_ 
wealth of sick people, India has TT, India has Ayurveda... in 
fact, India has everything | but anew ‘drug. Yet, on the flip- 
side, there i is a mystery. We don’ t know what that will fi- 
nally reveal. . 

In the generics business, Indian companies a are the 
best in the world. It's difficult to see any other industry 

where Indian firms have be- 
come so competitive that they 
can beat the best in the world 
attheirown game. Not in space 
engineering, not in pure sci- 
ence, certainly not in software 
development (simple coding 
excluded). The Indian phar- 
 maceutical industry” is» the 
_most innovative industryi inthe 
` country. Evena decade ago this 
situation was hard to foresee. 
S TEs not as if they have come 
. . to the difficult part after cross- 
ing the easy hurdles. Process. 
_ chemistry isa complex and dif- 
ficult art that takes alongtime 
to master. It's no wonder that ` 
. Indian companies had to chip 
_away for two decades before 
| standing upt to be cou nted. D Drug discovery i is even more 


R&D web 


difficultand uncertain. How much time would they need? 


Pragmatism says we should not expect a blockbuster 
developed entirely by an Indian company for some time. 
Yet Indian companies can contribute to the kitty and en- 
joy some rewards for their labour too. And it may not nec- . 
essarily come froma big company. Spread all over the 
country is an increasing number of small companies that 
work for heb. ones overseas. T sd iens o for 











Big pharma e companies pied uie pons on some 
of these companies in India, China and East Europe for 
their R&D. The global pharmaceutical industry has ac- 
cepted that networki ng is the way to go in R&D. And in the 
networked world, some Indian firms and laboratories can 
assume a prominent role. Becoming a significant part of 
the pharma R&D network isanachievementinitself. WE- 


BUSINESSWORLD 98 6 OCTOBER 2003 








Í 
| 
| 
i 
\f 
I 


l >A 4 
9m 





Week 
^ PS u 


i EANN f. 
e ee ee 
or^ 





‘ 


v0/£007 VIQNI 


II 


0312313S 


4 4 * 
ikki s td We 








Nee Wakana TA 
TRENN y Wye pales Y 


f WAGTE 
“< Vie P BULGES! 





` w... tran a Sili 


' 7 u t a... a ty £ l x 
J: à en ELA ERI 


SSOJGA |D9U AA en|g 92K UI Dno|^) J9^ š [Djeuuun«c ) 


t / 1 | 
271 hei ! ! TEES 


s y s W 


bi at, oaa ui. “Seay 


— ES GA 





4 DIG 


SA OAH G ü OD 








'supəl j9x20d BAI} SD JO |uOJJ p9JD9|d 


{UOJ} uiD|d WAY} JD9AA 'S10|O2 Ayiad Áupuu ul DuiÁjs 9Aupunsip Sjeeu! POWOD snonsuag 


'UOSDƏS 19|UIM USI|ÁIS PUD UJJDAM D S099104 SÁo1npJO^) usnjd ‘HOS isn|dio|oO 9»!| H p109 


sp10o ƏAntsuəs INOA JJe BUTYOIIS 


A 


—I— a, 





"UO ek 





= D. T E 
=== B LN —* F ETT NE 
= Sz 3: Y . E > 
x= g d > 
—— E f E 
i Sy, i L = 
y A 7 T = 
Coy 2 —= 3 
; ML. = 


x NO.! RANGE 










MER BASE 


MAKE US 


NO.1 QUALITY 


VRIR ONIE. 


— NO.1 SERVICE 


So besides our numbers, it is yc 


who have made us the real number or 


IL'EGOCON 


India's No.1 Consumer Electronics and Home Appliances Company 


FRAYING AT THE EDGES 


MADURA 
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Lead in harmony. 
Discover a new you. 


ee a 





Available at the following ITC’s Wills Lifestyle stores: Delhi South Ex.-1, G.K.-1, C.P, Karol Bagh, Noida | Chandi 
Hyderabad Panjagutta | Secunderabad M.G. Rd. | Ernakulum M.G. Rd. | Kolkata Shakespeare Sarani | Mu 


W 





A tempting range of solids, stripes and checks. Meticulously crafted from exquisite Egyptian cotton and 
superfine Australian wool. A fitting tribute to the new age leader. Fall/Winter '03 arrives at ITC's Wills Lifestyle. 


WILLS 


CLASSIC 
Enjoy the change 





7 | Lucknow Hazratganj | Ludhiana The Mall | Bangalore Brigade Rd. | Chennai Khader Nawaz Khan Rd. 
n Rd., Colaba, Linking Rd., Lokhandwala, Vashi | Pune J.M. Rd. | Ahmedabad C.G. Rd. | Baroda Alkapuri 
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Success Mantra 


LJ The success story of our very first 
homegrown multinational 
pharmaceutical giant, Ranbaxy 
Laboratories, could be a source of 
inspiration for companies aspiring 
for a global presence. But 


maintaining the growth momentum in the long 


run would be an acid test. 
Amit Kumar Dey, Pune 


(C P—————ÓÓ wkaaaa244 





Q Kudos for the brilliant article on Indias first multinational battling 
the global pharmaceutical companies in their own backyard. 


Rahul Dokania, Mumbai 


IN THE RIGHT GEAR 

In the last decade, the Indian 
automobile industry went through a 
drastic makeover. And in this decade 
it’s the motorbikes turn to go for a 
complete revamp and gear itself up for 
severe competition (‘Rajiv Bajaj: The 
Comeback Kid, BW, 29 September). 
Variety is the name of the game. A few 
years back, the market had just two 
segments — the mass market of bikes 
of thel00cc capacity and the 300cc 
segment that had just a lone 

player. The Ë 









scenario changed 
completely with bikes appearing in the 
180cc and 150cc categories. Industry 
leaders believe that the 125cc-plus 
segment has the greatest growth 
potential and is likely to increase its 
present share of 7-896. Rajiv Bajaj, joint 
managing director, Bajaj Auto, has 
rightly opted for the change. The 
gamble can pay off provided he 
achieves the delicate balance of 
combining competitive prices and 
captivating looks with the latest 
technology and an emphasis on fuel 
efficiency. All the best Bajaj Junior! 
G.S. Rao, Bangalore 
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LACK OF ENTHUSIASM 

It is indeed surprising that Infosys's 
future strategy does not include any 
significant product or technology 
related business (“Remaking Infy BW, 
22 September). All the leading Indian 
software companies harbour 
ambitions to move up the value chain, 
but in reality, they all are making a 
beeline only for what is well within 
reach — the ubiquitous BPOs or some 
consulting and implementation 


, segment. It would have been 

| interesting to see an analysis of this 

| lack of enthusiasm for product-based 
_ IT businesses. 

| N.V. Krishna, Via email 


| SETTING PRIORITIES 


To feature in the top B-schools list 


| globally, IIM-Ahmedabad should give 

_ top priority to establishing a strong 

| research base. This should be second to 
| appointing full-time world class 

| faculty, third to student-exchange 

| programmes with world’s leading B- 


schools and fourth to conducting 
Management Development 
Programmes abroad (‘The Best B- 
Schools, BW, 22 September). 

The quality of management 
education seems to be compromised 
here with over 850 B-schools; it is too 
high as compared to other countries. 
Its the quality that matters, so HM- 
Ahmedabad should not increase its 
student strength over 500-600, instead 
it must strive to bag a place for itself in 
the top global B-school list. 

Jagannath Mishra, Hyderabad 


software 


ee old apps combine with new apps. 
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CHOICE 
Naresh Goyal has 
created an airline with j 
exceptional customer 
service and legendary 
efficiency (though 
only until recently) 
that India can be 
proud of On A 

Wing And A Prayer, 
BW, 22 September). 
Sadly, the only real comparison 

is Indian Airlines, with Sahara not 
flying on most routes. So, whereas Jet 
is thriving due to lack of competition, 
passengers do not really have a choice. 
Standard fares are extremely high and 
apex fares are not available on 
destinations where Jet has a 
monopoly. 

As a frequent Gold Pass executive 
class passenger, I find that my menu 
suggestions are flatly ignored and the 
simplest meal requests are 
subsequently not fulfilled. Complaints 
have resulted in identical apology 
letters from the officer in-charge, with 
no consequent action. And of late, 
much to my chagrin, baggage arrives 
routinely damaged. 

I am keenly looking forward to the 
availability of real choices. 

Parimal N. Gandhi, Baroda 
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POINT MADE 

The World Trade Organization (WTO) 
Ministerial at Cancün, Mexico did not 
prove to be beneficial either for the 
developed or the developing nations, 
but has definitely proved that the 
developed nations cannot take the 
Third World nations for granted 
(‘What Did We Gain From Cancún?’ 
BW, 29 September). The developing 
nations have shown that they are no 
more mute spectators to exploitation 
by developed nations and have forced 
them to give ground. 

Siddhartha Raj Guha, Jabalpur 


GREAT PAIN FOR NO RESULTS 
"ime To Don The War-Paint’ (BW, 15 
September) clearly points out that Tata 
Infomedia managing director 
Hoshang Billimoria should be more 
precise and reasonable in his deals. 
Venturing into films does not 
necessarily spell success as it comes 
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with a high risk 
factor. Instead, he 
should shift focus to 
other locations and 
Yellow Pages (in 
regional languages) for 
better prospects. 
Aurobindo Kumar 
Mishra, Jalandhar 


COURTING 
CONTROVERSY 

À peep into the mind of 
destiny's once favourite 
child was quite fascinating (‘It’s Hard 
To Keep Phaneesh Murthy Down, BW, 
22 September). Now that Murthy's 
splendid first innings has died a 
premature death, will he be able to do 
an encore as the iGate honcho? It will 
be an issue of great interest. 

Rahul Ranjan, Bangalore 


r nv 


TABLES TURNED 

It is indeed interesting to see 
foreigners coming to India to work in 
BPO companies here (‘India Beckons’, 
BW, 29 September). This is something 
that very few people knew about. And 
if foreigners can come and work in 
India, one wonders why there is so 
much of hue and cry 
over Indians 

working for foreign 
companies. After 
reading this story, the 
outsourcing backlash 
and the arguments put 
forth by US senators 
like Tom Tancredo seem 
so hollow. 

Also, it seems that 
contrary to what most 
foreigners say about India, 
these people seem to like 
the country. It is particularly | 
interesting to note that they do not get | 
any ‘hardship allowance’ and also take 
a cut in their salaries — all for the sake 
of working in this country. 

Rajesh Trivedi, Aurangabad 


| 

| 
HALF-BAKED IDEAS | 
Subhash Chandras direct-to-home | 
kits seem like a smart strategy (‘The | 
New Home Connection, BW, 29 
September). However, ifhe wantsitto | 
to succeed, he must take into account | 
crucial factors such as the ability to | 
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compete with cable's distribution 
technology and whether rivals would 
like to be seen on the same platform. 
All in all, it's a win-win situation for the 
viewers, with all the major players 
battling it out for a piece of the pie. 
Nandita Mathur, Secunderabad 


BETTER LATE THAN NEVER 

It is heartening to know that finally GE 
Capital International Services has 
come around to handling third-party 
business, 10 years after it was set up to 
manage GE's back-end processes out 
of India apart from setting up 
additional units at Hyderabad and 
Bangalore (‘Captive No More, BW, 29 
september). Time and again, India has 
proved that it is the best when it comes 
to low-cost destinations for 
outsourcing business. Rapid 
mushrooming of new avenues here 
should silence the detractors for once 
and for all. 

Devika Tyagi, Meerut 


PARTY INTERRUPTED 
Thankfully, at the behest of Indian 
Music Industry (IMD, the government 
has woken up from its 
reverie to take action 
against the remix 
bandwagon (‘End Of The 
Party, BW, 22 
September). The article 
correctly points out that 
it could be ineffective 
unless an enforcing 
agency is in place. 
Sumit, Via email 


HOARDING 
HASSLES 

This is with 

reference to the Ashok Desai 

column, 'Remove The Ban On 

Hoardings, BW, 6 October. The 

arguments put forth for removing the 


| banseemed illogical. Being a regular 


four-wheeler driver, I am well aware of 


| the perils of big hoardings, which 
|, prove to be major distractions. Thanks 
| to the apex court for intervening to 


save many precious lives. 


_ Sanjay Chowdhry, Via email 


Letters can also be sent to 
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— — À. ; COVER STORY 
E Every 
T Move 
! Matters 


Till not too long ago, Bharti's Sunil 
Mittal was the undisputed king of 
mobile telephony in India. His only 
major rival was Hutch. Then Bharat 
sanchar Nigam (BSNL) started its 
mobile service, followed by IDEA. 
Today Reliance and Tata are also 
turning up the heat through the lim- 
ited mobility platform. So, in a way, 
Bharti has been hemmed in. 

What is Mittal doing to outma- 
noeuvre the competition? Will he 
be forced to trade a few pieces to 
stay ahead? And can he retain con- 
trol of the game? 









4 Sunil Mittal, chairman and managing 
director, Bharti Enterprises: the king 
needs to keep a close watch on his 
rivals’ moves and plan accordingly 


DINESH KRISHNAN 








Media The new media deals seem to be in sync with 
reality. That ought to lead to some interesting IPOs. 


A New, | 
ESCOrtS Thecontroversy surrounding the Escorts 
| m p roved Heart Institute and Research Centre may finally be resolved. 


Sensex Weather insurance rarmers may soon get 


some real protection against climatic vagaries. 
Five new scrips are in and 


five are out of the BSE Delhi-Gurgaon Expressway Will this build- 
Sensitive Index (Sensex). operate-transfer road project be India's most successful one? 
Why has the BSE gone in 

for a revamp ofits flagship | Indo-Pak relations 

index? Theanswerliesin | Theverbal warfare at the US Gen- 

the switch to a free float. eral Assembly may be carried to 


| | | the Saarc summit next month. 
4 What is behind the | 





BSE's move? | “There is no proposal for talks (in 

Islamabad). There is no atmos- 

BPO small BPO companies struggling to find clients phere for this. It would not be 

may now have a survival option. useful." Atal Bihari Vajpayee 
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IN DEPTH 


22! Turnaround Time 


e- 


Madura Garments, one of 
India's best-known apparel 
firms, is in trouble. But that 
might change as the AV 
Birla Group is trying to get 
the house in order. 


"When a child gets fever, 

the mother applies a 
cold pack. That's all | am 
doing here." Vikram Rao 





36 ICICI Bank Thebankis investing $100 million in an 
ambitious global expansion plan. But can it pull it off? 


40 Kevin Johnson The Microsoft group vice-presi- 
dent discusses future technologies, Open Source and more. 


44 i2 Technologies The company scaled great 
heights but fell just as rapidly. How is Sanjiv Sidhu tackling it? 











IN VOGUE 


so. Examining Prophet 
Motives 


Hurry home, switch on your TV, 
and tune into Aastha, Sanskar 
or Sadhna. God is smiling on 
this market. Business is good. 
Three more channels are com- 
ing in. Read about the fascinat- 
ing economics of religious TV. 








ss 4 Asaram Bapu, one of the 
most popular gurus on TV 





56 Mark Faber Dr Doom is much more than a stan- 
dard issue fund manager, discovers BW. 


62 Bookmark Individuals and business organisations 
meant to cater for them are on different planes. 





THAT'S IT 


48 Mala Bhargava shifting from your 
desktop PC to a notebook gives you more flexi- 
bility and increased productivity. 








| For two years, Mittal has managed 
| to do so. But now his empire is fac- 
| ingagraver threat. Reliance, after a 
| prolonged period of teething trou- 

| bles, has finally got its act together 


| ago, has become a strong, all- 
| India force in cellular telecom, 


| rilla has suddenly become hyperac- 
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Empire under threat 


WO years ago, we first put Sunil Mittal on the 
cover (‘Sunil Mittal’s Coming War: Can He Remain 
King Of The Telecom Hill?’, BW, 7 May 2001). At 
that time, Mittal was the only private telecom 
player to have an all-India footprint. And the only 





| one who was getting into almost all the different service areas 


— long-distance, basic telephony and cellular. The story, by 
assistant editor Anup Jayaram, looked at how Mittal had 
moved much faster than his rivals to develop an all-India op- 
eration — and how he was preparing for the inevitable war 
with the Ambanis of Reliance. At that time, Reliance was the 
only other private player to have an equally ambitious vision 
to dominate the telecom sector. In our story, we had posed the 


| question: can Mittal remain the king of 


7 May 2001 


the telecom hill? 






and is challenging Mittal on 
every front. Meanwhile, Hutch, a 
relatively small player two years 


and is giving Bharti a run for its 
money in practically every circle. 
Finally, there is Bharat Sanchar 
Nigam (BSNL). Last time Anup 
had called it the 800-pound gorilla 
of the telecom market, the only 
consolation for its rivals being that it 
was a typically slothful public-sector 
one. Unfortunately for Mittal, the go- 


tive — and it is threatening Bharti's 
cellular operations in most of the circles. 
Suddenly, Mittal is facing rivals who are just as determined to 
dominate the telecom landscape as he is and who have 
deeper pockets. 


| Howistheking planning to defend his kingdom? Anup revisits 


Mittal to bring you an update on the telecom wat. 


| Meanwhile, do not miss the story on the economics of religion 


and religious channels on page 50. And also, the fascinating 


| mind of Dr Doom. That is on page 60. 


st s. 
Lr Ga 


PROSENJIT DATTA, EXECUTIVE EDITOR 
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STOCKMARKETS 


TheSensex change 


OME 10 November, and the 

Bombay Stock Exchange's 

bellwether 30-share Sensitive 

Index (Sensex) will undergo a 
major change. Four MNC stocks and 
one tech stock will move out, making 
way for a diversified lot, including bank- 
ing, telecom, IT and energy stocks. BSE's 
Index Committee has initiated this re- 
vamp, the largest since August 1996 
when half the Sensex was recast. 

In the revamp, lightweights have 
been eased out. While these had a 3.4196 
. weightage in the Sensex, the new en- 
trants will have almost 1096 weightage 
(See ‘Exclusions Inclusions’). 

The Sensex has been recast 10 times 
since inception. But after it went free 
float on 1 September 2003, it became 
possible to make it more representative 
than ever before. (In a free float index, 
only that part ofa company’s sharehold- 
ing which is actually available 













RTT LIT 


THE LOSSES 


arrangement where such outfits lease 
out their underutilised infrastructure for a fee — is 
emerging as an alternative to business development. 
About 50 companies in Bangalore are looking to rent 
out seats. There's Fortune InfoTech with a 600-seat centre 
in Bangalore, a 400-seater in Baroda, and business to 


engage only 180 seats. There's 
Les Concierges, with 1,000 seats 
of which it uses only 2096; and 
Customer First, which split from 
the Max Group and uses 40% of 
its voice capacity. 
Chennai-based Bannari 
Amman Sugar entered BPO after 
its software business failed. Its 
BPO facility, too, has not 
succeeded; the 100-plus-seat 
, centre is up for dry lease. 





^ A DRY LEASE TO DRIVE AWAY 


HERE may be a glimmer of hope 
for the 350-odd small business 


process outsourcing (BPO) 
8 U 24 companies which are struggling 
without clients. Dry lease — an 















Exclusions 

Weightage 6-month 

(96)* change (96)* 

Castrol India 0.30 1.45 
Colgate Palmolive 
(India) 0.41 16.95 
Glaxosmithkline 
Pharmaceuticals 0.86 53.84 
HCL Technologies 0.63 10.05 
Nestle India 1.21 11.09 








*As on 29/09/2003 
BSE Sensex P-E: 16.03 (as on 29/09/03) 


for trading is used to compute market 
capitalisation and weightage. Free float 
capital excludes holdings by promoters, 
strategic investors and shares which are 
locked in or would not be sold in the 
open marketin the normal course.) The 
new changes try to exploit that. Accord- 
ingto the BSE, the changes are based on 


parameters like market capitalisation | 














Inclusions 
Weightage 6-month 
(%)** change (%) 
Bharti 
Televentures 1.20 164.1 
HDFC Bank 2.63 BEXX] 15.26 
Oil and Natural 1:5 ESTI 70.64 


Gas Corporation 
1.06 
2.41 


FE] 60.78 
0.71 


Tata Power 
Wipro 





**As per data on 26/09/2003. The exact weights would be worked out on 07/11/2003 


and industry representation of stocks. 
So, today, one can include stocks lik: 
Oil and Natural Gas Corporatior 
(ONGC), which has a market capitalisa: 
tion of around Rs 81,800 crore. Earliei 
ONGC would have taken up more thar 
25% of the Sensex, making it unrepre- 
sentative. Now, with a free float market 
cap of only 5%, ONGC will constitute 
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Better to lease out than to fade away 
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The story is none too different in Hyderabad. Venus 
Infotech has 300 seats of which less than 50% is utilised. 
There would be about 100 companies in Hyderabad 
looking at such arrangements, estimates Raj Kosarju, 

. director, Windals Infotech, a logistics and BFSI-focussed 
BPO outfit looking to lease out space in Bangalore. 
| Such firms are neither in niche areas nor can match 
the delivery capabilities of, say, a WiproSpectramind. 
Often they get deals from middlemen for unprofitable 
voice work at under $4 a hour. Selling out is not an option 
either. No acquirer wants to buy a firm without clients. 
Raju Bhatnagar, vice-president (BPO), Cognizant Techno- 
logy Solutions, says: "A shakeout is imminent. But empty 


DILEEP PRAKASH 



























facilities will get no buyers." The 
only way out is a dry lease. 

The lessee company, too, 
benefits as it does not have to 
invest in creating infrastructure. 
The typical rental is $2-3 per seat 
per eight-hour shift. Dry lease of 
BPO facilities first started in 
Mexico last year, and is now 
picking up in the other big BPO 
destination — the Philippines. W 

SHELLEY SINGH 





1.75% ofthe changed Sensex. 

Similarly, a company like Wipro, too, 
can be included in a free float Sensex. 
Earlier, Wipro, with a high market cap of 
about Rs 29,000 crore, would have had a 
disproportionately high weightage. 
Now, with a free float of 2096, it will not 
be so dominant. Ditto for Bharti, whose 
free float capital is 20% on a total market 
cap of about Rs 14,300 crore. 

The other advantage is that even 
companies with low market capitalisa- 
tion can nowbe represented. Tata Power 
is one of the lowest market capitalisa- 
tion stocks (about Rs 3,550 crore) to en- 
ter the Sensex. But with a high, 7096 free 
float it gets a decent weightage of 1.06%. 

Or take HDFC Bank. With a market 
cap of about Rs 7,700 crore, it has a high 
free float of 70%. Therefore, though its 
total market capitalisation is less than 
1096 of ONGC', its weightage in the Sen- 
sex will be much higher. That's desirable 
because the weightage of banking (a 
happening sector) in the Sensex now 
improves by 196. (For an indicative list of 
new weightages and free float of all the 
shares on the revamped Sensex, log on 
towww.businessworldindia.com.) W 


ASHISH AGGARWAL | 
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Dollar dreams 


When media is in demand 


COMPANY | 


DEAL DETALS = 


THEN (2000) 





Zee Telefilms 


Goldman Sachs buys a stake at a valution of Rs 42,400. E 
crore or approximately $9.9 billion 





Hinduja TMT 


Intel pays $59.3 million for a 3.396 stake in Indusind Media. 
Valuation: about $1.8 billion 





rd 


Sony Capita 


International picks up a 5% stake for $125 million. 
Valuation: about $2.5 billion 


NOW (2003) 





Sold 2.4196 stake for Rs 55 | crore or approx. $12 mil lion. 


Hinduja TMT 


Valuation: about $498 million 








Plans to sell 


Hindustan Times 





Star News 


| 20% to AMP Group Holdings for Rs 12 5 crore 
or $27 million. Vaiuation: about $135 million. 


Sold 7496 in MCCS to ABP* for Rs 74 crore or $16 million. 
Valuation: about $22 million 





| *ABP owns Businessworld 


| HE deal sizes are smaller, the val- 
| uations less fancy. Even the me- 


dia companies that privately pla- 


| cedequity in recent months seem more 


subdued. Those are just a couple of dif- 
ferences between the measured media 
deals of this year and the ones that hap- 


| pened in the frenzied days of 2000. That ` 


was the time when dotcoms, initial pub- 


| lic offers (IPOs) and a booming ad mar- 
| ket pushed media valuations to crazy 
| heights. Star TV, Sony Entertainment 
| Television, Sun TV, almost everyone was 
|! tempted to come out with an IPO even 


though they did not need the money. 
Sony, Sun and UTV were at the prospec- 


| tus stage when the market crashed. 


Now that the markets are riding 


| high, everyone is waiting to see the out- 
| come of these half-a-dozen new deals. 
| Especially those media companies that 
- | wantto come out with IPOs. 
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Source: Media reports and BW archives i 


On the face of it, the signs are good. 
This time there is no hype. Most of the 
companies that have entered into these 
deals have been around for a decade, in 
some cases far longer than that. Also, 
the deals are more solid, with more real- 
istic valuations and a clearer sense of 
what the money is meant to do. NDTV 
will meet its start-up operating costs for 
two new channels; Hindustan Times 
will attempt the Mumbai market, while 
Business Standard will probably invest 
in marketing. And Hinduja TMT will in- 
vest in its CAS (conditional access sys- 
tem) rollout. 

But that is only one aspect. The im- 
pact of these deals goes far beyond that. 
If they fail to deliver returns to investors, 
like many of those in 2000 did, it will be 
many years before the media industr y 
regains its shine again. 5 

VANITA KOHLI- KHANDEKAR 
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OST deficits are unwelcome. 

But the news that India ran 
up a current account deficit of $1.2 
billion in the quarter ended June 
2003 is welcome. This deficit 
comes after seven consecutive 
quarters of surpluses, and despite 
the continued strong growth in 
software exports. 

So why is this good? The move- 
ment from surplus to deficit is 
largely because of the 30.896 jump 
in imports. This is one indicator that 
economic activity is picking up. The 
current account could widen even 
further once companies start invest- 
ing in new capacities, and the im- 
port of capital goods rises. However, 
thanks to the foreign exchange 
flooding the Indian economy, the 
overall balance of payments is still 
in surplus ($6.1 billion). 
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HE new Reserve Bank of India 

governor Y.V. Reddy will an- 
nounce his first monetary policy 
within the next few weeks. The mar- 
ket expects him to cut the bank 
rate. Perhaps in anticipation of this, 
the State Bank of India has already 
cut interest rates on its housing 
loans. At the time of writing, other 
major mortgage companies were 
expected to follow. 

Meanwhile, interest rates have 
slipped in the bond market as well. 
The RBI said that it would borrow 
less from the market on behalf of 
the government than was initially 
expected. Bonds rallied. So, per- 
haps, it is still too early to say that 
interest rates have bottomed out. 
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HE earnings season will soon be 

upon us. The second quarter is 
expected to be very good for 
companies, and stocks have been 
going up in anticipation. Research 
house Motilal Oswal Securities says 
that sales of the companies 
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tracked by its analysts will increase 


| by 12% while net profits will 


increase by 25%. Interestingly, the 
brokerage expects EBITDA margins 


| to increase by a whopping 160 


basis points. If the oil and gas 
companies are not considered, 


, then these margins will grow by 


240 basis points. 
BS 


NDIA'S fascination for gold has 

been an object of despair for 
most investment advisors. But now 
all those families who have stocked 
up on gold over the decades have 
some cause for feeling vindicated. 
Gold prices in the global bullion 
markets have climbed to seven- 
year highs. It was already above 
$385 an ounce last week. 

The rise in the price of gold is 
merely the converse of the fall in 
the value of the dollar. Gold is 
normally priced in dollars. The 
erosion in the value of that currency 
means that the relative price of the 
asset has to go up. That's what 
inflation is all about. And those who 
are aggressively bearish on the 
dollar expect it to lose another 2596 
of its value in the next year or so. 
That could mean an explosion in 
gold prices. 

The future rupee price of gold is 
a little more complicated. The 
rupee, too, is appreciating against 
the dollar. So local gold prices will 
go up depending on the difference 
between the rise in global gold 
prices and the rise in the value of 
the rupee. 

So a bit of advice: keep an eye 
on the rupee-dollar rate when 
investing in gold. 


BS 


HE IMF's latest World Economic 
Outlook predicts that inflation 
in emerging markets will pick up 
this year, before going down again 
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BSE 


Netting the 
small fry 


AST week, the Bombay Stock Ex- 
lk (BSE) reduced the mini- 
mum capital requirement for list- 
ing from Rs 5 crore to Rs 3 crore. This 
would help many small companies, 
which are listed only on regional stock 
exchanges, to come on board. Many re- 
gional exchanges are now inoperative. 
That apart, the relaxation could 
open the floodgates for IPOs by small 
companies. Manoj Vaish, CEO and ex- 
ecutive director, BSE, says: “This would 
enable raising of fresh capital by small 
companies, which would help the 
growth in the economy and overall de- 
velopment of the country. This would 
also enable the companies, which are 
currently listed only at regional stock ex- 
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Calcutta Stock Exchange had relaxed 
its listing requirement to boost trading 


changes to have a national presence 
through BSE's trading platform." The 
NSE, incidentally, has a minimum eq- 
uity capital requirement of Rs 10 crore 
for listing of companies. The BSE obvi- 
ously thinks differently. "The role of 
small enterprises in any economy is 

crucialfor growth," Vaish says. 
Interestingly, in June 2000, the Cal- 
cutta Stock Exchange had relaxed its list- 
ing requirement from Rs 5 crore to 
Rs3 crore to boost trading. It did not help 
much. Also, in 1995, most exchanges in- 
creased the minimum capital require- 
ment from Rs3 crore to Rs 5 crore. The 
Malegam Committee Report presented 
to Sebi in 1995 had recommended Rs 10 
crore as the minimum capital. That is, 
obviously, no longer in vogue. x 
ASHISH AGGARWAL 
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AGRICULTURE INSURANCE 


Outsmarting nature 


Farmers can hedge against the weather gods now 





ILL the fate of farm- 
ers ever be delinked 
from the vagaries of 
the weather? Yes, ifa 
recent ICICI-Lom- 
bard General Insurance Company pilot 
achieves commercial viability. 

For 15 months now, a group of actu- 
aries, agriculture economists and mar- 
. keting honchos have been huddled in 





.. ICICI-Lombard’s Mumbai headquar- 


ters, trying to develop India's first 
weather-linked insurance scheme. “The 
crop insurance available so far covers 
farmers only for extreme situations like 
floods or droughts. It doesn't offer a 
cover for variations in rainfall," says 
Ritesh Kumar, head (risk and reinsur- 
ance), ICICI-Lombard. The new prod- 
. uct will offer cover against excessive or 
deficit rainfall, lack of sunshine, and 
variations in temperature and humidity. 

This is how it will work. Farmers will 
have to insure their crops every season 
against a weather risk and pay a pre- 
mium per acre insured. At the begin- 
ning of the season, a weather index will 
. becalculated based on parameters like 
amount of rainfall within sub-periods, 


the average rainfall over the past years, 
and the average expected rainfall in fu- 
ture. Based on this, a table indicating the 
threshold of rainfall expected in the sea- 
son is computed. If the actual rainfall in 
the season is less than the threshold, 
claims will be paid as a percentage of de- 
viation of the actual index from the 
threshold. So if a groundnut farmer had 
insured his crop against deficit rainfall 
for Rs 30,000, and the threshold rainfall 
is calculated at 630 mm, and the actual 
rainfall is 410 mm (35% lesser than the 
estimate), he will be paid a compensa- 
tion of Rs 2,350. And in case of a varia- 
tion of 8096, he will be paid Rs 17,350. 

The model, developed by World 
Bank economists, has been adapted to 
suit Indian conditions. "We also had to 
source data of over 40 years from the In- 
dian Meteorological Department, tie up 
with panchayats and NGOs for market- 
ing, forge alliances with rural banks and 
seed and fertiliser companies to act as 
points of contact between farmers and 
ICICI-Lombard," says Kumar. 

Earlier in the year, there were some 
talks of the government floating an in- 
dependent agriculture insurance com- 
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With the new product, farmers won't 
be vulnerable to vagaries of nature 


pany — National Agricultural Insurance 
Company — for farmers to manage and 
provide for all aspects of crop-related 
insurance activities. For ICICI-Lom- 
bard, this product means more than just 
a way to meet its rural and social obliga- 
tion mandated by the Insurance Regu- 
latory Development Authority. "It's a ve- 
hicle for us to make inroads in to the 
otherwise inaccessible rural market," 
says Kumar. ICICI-Lombard plans to ex- 
tend weather-linked insurance prod- 
ucts to cover hydroelectric power 
plants, food processing plants, and the 
travel and tourism industry too. 

About 400 farmers have been insur- 
ed. Groundnut farmers in Mahabubna- 
gar, Andra Pradesh (AP), have been in- 
sured against deficit rainfall and rice 
farmers in Aligarh, Uttar Pradesh, have 
been insured against excessive rainfall. 
Banana plantations in Jalgaon will be in- 
sured against excessive wind speed. 
“We've had a good monsoon, so I'm not 
worried about AP farmers, but if it keeps 
raining this way, I'll have to worry about 
pay-outs in Aligarh,” jokes Kumar. 

The farmers will certainly like the 
scheme. A downpour at the wrong time, 
a storm, or a heat wave could mean a 
crop failure — no capital for the next 
season anda step closer to the debt trap. 

Even the few farmers who are cov- 
ered under crop insurance schemes 
have no respite. The ones offered by na- 
tional insurers, and subsidised by the 
government, cover farmers against 
droughts, floods and pest attacks. The fi- 
nancials of these schemes indicate that 
none succeeded in correctly estimating 
the actuarial probability of the risk. The 
claims paid have been almost six times 
the premiums collected. Also, the reach 
of these products has been limited. And 
ofthose covered, many have had to wait 
for years to get their claims settled. — Wi 

SUPRIYA KURANE 





It makes strategic sense to book your space now. 
Pavillion space, open at IT’s largest exposition, Infocom 2003. 


Infocom 2002 helped shape a new agenda to e-nable the east. This year, Infocom will 
have the largest congregation of IT specialists, policymakers, industry leaders and thus 
be the only exposition of its kind. And 50,000 sq. ft. of fully air-conditioned halls and 
broadband Internet connectivity add to the environment, creating possibly the best 
market for IT products and services. You can also book a 3000 sq. ft. AC auditorium 
for presentations. All you have to ensure is your presence, Book your stall or the 
auditorium before October 10, to avail of a 1076 discount. 
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Conference: The Oberoi, Kolkata | Play t he game 
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Infocom Control Centre: Anita Mazumdar: 098103-31309 (New Delhi), Indrani Chowdhury: 098452-90040 (Bangalore), 
Anusuya Roy: 098203-40297 (Mumbai), K K Mahapatra: 098310-50505 (Kolkata), Rajiv Reddy: 0984 10-33442 (Chennai). 
Visit www.indiainfocom.com or email infocom2003@bworidmail.com 
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DELHI-GURGAON EXPRESSWAY 


The road to success 


This expressway could become the model for BOT projects 


HAILENDRA K. Dixit leaves 
his Navjivan Vihar, Delhi, resi- 
dence at 7:15 a.m. every day 
and reaches his office on Na- 
tional Highway No. 8 (NH8) at 
7:50 a.m. If he starts later, the traffic 
jams along the 18-km route can add 30- 
90 minutes to the journey. But unlike 
most, Dixit can actually do something 
about his plight. As director of the DS 
Construction (DSC) group, he is now 
working on the 28-km build-operate- 
transfer (BOT) expressway on NH8 
linking Delhi to Gurgaon. The Rs 550- 
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expressway 


crore project is the largest of its kind. 

So far, the two similar BOT toll road 
projects — the Mumbai-Pune express- 
way and the Delhi-Noida toll bridge — 
have been struggling with poor traffic 
and toll collections. That has cast a 
cloud on the viability of BOT projects. 
The Delhi-Gurgaon expressway could 
seal the fate ofthe BOT model. 

There are many reasons why this 
project could be viable. First, this is one 


of the major highways out ofthe capi- | 


tal, leading to Jaipur and beyond. It is, in 
fact, the route to be taken from Delhi to 
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PLA E eiTe- Ti concessionaire: Jaypee DSC Constructions 
Length and cost: 28 km, Rs 550 crore 


Of which Construction period: Plaza at the border:  . 

Equity: Rs 167 crore 24-30 months 42,100 vehicles per day 
Expected toll revenue: | At kilometre 42 (where 

DAC PREN Rs 80 cr-90 cr (a year) the third toll pen will 

.| be located): 10, 

Loans: Rs 383 crore eem icing vehicles per day 

Lead bank: Hudco with Expected annual traffic 

an exposure of Rs 200 growth: 5% 

crore Traffic required | processing time at toll 

Concession period: International Airport: | plazas: 15 seconds 

20 years 6,500 vehicles per day 
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| Mumbai. But the Mumbai-Pune ex- 


pressway on NH4 services traffic only 
between the two cities. 

Second, the Delhi-Gurgaon ex- 
pressway runs on an urban stretch un- 
like Mumbai-Pune, which other than 
being far longer, runs through rural 
stretches (which means lower traffic 
growth). Traffic on NH8 is already high 
and also comprises affluent profession- 
als (who have to commute daily to their 
offices in Gurgaon), who are not just 
willing, but also eager to pay for such a 
facility. "Gurgaon is a huge upcoming 
suburb of the capital. My users are 
mostly urban, who appreciate the value 
of time,” says Dixit. 

The Delhi-Gurgaon expressway is 
also expected to be fully access-con- 
trolled. You can drive at 100 km per 
hour and not be worried about obsta- 
cles. Though the Mumbai-Pune ex- 
pressway was meant to be access con- 
trolled, it has many crossings and at 
times, cattle and men have been known 
to stray onto the road. It also allows 
two-wheelers, which will not be per- 
mitted on the Delhi-Gurgaon stretch. 

Leakage of traffic and toll revenues 
will also be minimal here. “You must re- 
alise that unlike the Mumbai-Pune ex- 
pressway, where there is the old high- 
way as an alternate route, this road will 
have no alternatives. Certainly, the old 
Gurgaon road and the Mehrauli-Gur- 
gaon route can be used for a part of the 
way. But traffic going to the interna- 
tional airport and beyond Gurgaon will 
be using this expressway,” says Dixit. He 
argues that there will be a diversion of 
traffic into Gurgaon from these two 
roads once people realise the conve- 
nience of the new expressway. But he 
adds that he is factoring in a 10-15% 
slippage of traffic nonetheless. 

To minimise losses in toll collec- 
tions due to fraud (which is quite com- 
mon on toll roads), road sensors will 
automatically record the type and size 
of the vehicle when it approaches the 
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`hildren's Welfare Society (CWS) is just one of the 171 child development initiatives which CRY supports all over India. Subhag Lal is 
Bèn example of how a little help can make a profound difference, not only to an individual but also to an entire community. 
Weoday, 98% of adivasi children in Ghoraval attend schools. It is because of your contributions, however small or big, that CRY can 
elp organisations like CWS, which work with thousands of children from underprivileged communities. 


*nd only with your help can CRY create more milestones like Subhag Lal. 





CHILD RELIEF AND YO 


“RY Milestones. Changing lives forever. 


‘nd every little bit helps. You can further make a difference by buying CRY cards. For more information log on to www.cry.or| 
imer call us at: Bangalore 080-548 4952, Chennai 044-2467 1828, Kolkata 023-2414 8118, Mumbai 022-2306 3651, New Delhi Oll-2469 313; 


toll plaza. “So if receipts are lower than | 


what the sensors record, we know who's 


m to blame,” adds Dixit. 


He points out that it was the traffic 


_/ projections that made all the bidders 
— bid a negative grant. While Jaypee-DSC 


paid Rs 61 crore to the government, the 


. ; other bidders, including Larsen & 


Toubro, bid a negative Rs 55-odd crore. 
“So were not alone in our optimism. All 
the bidders realise that the project is 
worth it," he says. 

Suneet Maheshwari, CEO and 
managing director of the core infra- 
structure division of Feedback Ven- 
tures, agrees that this expressway will 
be far less susceptible to traffic and toll 


= leakage. “Certainly, this project has a 


better chance of success,” he says. 

But Maheshwari points out that 
there are other factors that could trip 
this project. “What if the metro is ex- 
tended up to Gurgaon or new high- 
speed trains come up between Delhi 
and Jaipur? Twenty years is a long pe- 
riod,” he says. He also adds that traffic 
estimates in road projects tend to be in- 


- flated to make the projects appear vi- 


able during the relatively short loan pe- 
riod that Indian institutions lend for 
(10-12 years as against the 25-30-year 
loan period abroad). 

He argues that it has been proved 
internationally that toll revenues alone 
can't sustain a road project; the land 
around the highway has to be devel- 
oped too. He points out that on the 
Mumbai-Pune expressway, against ex- 
pected tolls of Rs 50 lakh-80 lakh a day, 


' the worth of tolls collected every day is 
. onlyRs20lakh. "The Maharashtra State 


Road Development Corporation made 


'. a mistake of building the highway first 


and acquiring land for ribbon develop- 
ment later. But land prices have already 
gone up,” he says. Dixit argues that his is 
a small stretch (the Rs 1, 800-crore 
Mumbai-Pune expressway is 94 km 
long). "If we were to extend this project 
to Jaipur, it may reduce the viability," he 
says. Heis also counting on lower main- 
tenance costs by making upfront capi- 
tal investments to ensure road quality. 
If Dixit can indeed walk his talk, he 


— willnot only wipe out the snarling jams 


that dog the stretch every day (See pic- 
ture), but also give BOT projects a new 
lease of life. us 

ANJULI BHARGAVA 


TWO-WHEELERS 


The bike that 
saved LML 


AN one bike turn a 

company around? In 

July 2002, when the 
ailing LML launched its third 
motorcycle, the Freedom, af- 
ter two flops (Adreno and 
Energy), not many expected 
it to turn LML around. Yet, 
that is exactly what the bike 
is expected to do in Q2. 

During the first quarter, 
Freedom drove a 147% in- 
crease in LMLSs sales from 
Rs 83 crore to Rs 207 crore. It 
also helped LML cut its first 
quarter losses to Rs 5.3 crore 
from Rs 25 crore. Analysts 
now expect the company to 
post a small profit this quar- 
ter. That's a small start to 
wiping out the accumulated 
losses of Rs 108.5 crore that 
LML has built in the last 
three years. 

The backdrop is familiar. 
Motorcycle sales took off. 
Scooter sales tanked. And scooter mak- 
ers like LML began hurting. Says R.D. 
Jayal, executive director (corporate 
planning), LML: "To survive, we had to 
get into motorcycles." But the first two 
bikes it launched — Adreno and Energy 
— didn't make much ofan impact. Sales 
continued to fall. In the financial year 
2000-2001, LML went into the red. 

Then came the Freedom. It took 
LML into the all-important commuter 
segment. Its sales in the first month 
were respectable — 2,262 motorcycles. 
Then, the Freedom steadily picked up 
volumes — 5,798 in August and 9,331 in 
September. In the next month, sales 
went past the 10,000-mark and never 
came down. Around 1.6 lakh Freedoms 
were sold in its first year. The previous 
year, LML had sold all of 44,000 Adrenos 
and Energys. Today, the company gets 
8076 of its revenue from the motorcycle 
business. And almost all of that comes 
from the Freedom. 
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What made it so successful? There 
are two reasons. One is almost prosaic 
— attention to detail. LML was the last 
company to enter the motorcycle mar- 
ket. "We knewthat we would go through 
a microscopic screening," says PS. 
Ashok, the company’s research and de- 
velopment head. 

The other reason is surprising — 
retina-scorching colours. Managing di- 
rector Deepak Singhania has introdu- 
ced a palette of 15 colours and stickers. 
Jayal says the colours reach out to peo- 
ple who want their bikes to be funky or 
macho. Two ofthe colours, the pink and 
the orange, he estimates, are pulling in 
an additional 2,000-3,000 buyers every 
month. An infinitely cheaper alternative 
to rolling out new variants, isn't it? 

The stock, currently trading at Rs 46, 
hasn't gained much in the past year. The 
turnaround is perhaps the cue to what 
the markets are waiting for. [si 

M. RAJSHEKHAR 
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The all-new limited edition Corsa Royale. The only one in its class 


Z L E HN E. | 
_ with refreshingly luxurious full beige interiors. Enjoy the difference. CORSA Royalé DITION 


Visit us at: www.opel.co.in e-mail: customerconnect@gm.com 
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INDO-PAK RELATIONS 


Saarc and the 
war of words 


HE vicious Indo-Pak 
verbal duel at the 
United Nations General 
Assembly last week may 
cast its shadow on the Saarc sum- 
mit slated to be held in Islamabad 
next January. Prime Minister Atal 
Bihari Vajpayee has already ruled 
out a bilateral meeting with his 
counterpart, Zafarullah Jamali, 
on the sidelines of the summit. 
Official sources maintain that im- 
plicit in this statement was an- 
other threat, that India may not attend 
the Saarc meet, thereby forcing Pakistan 
to call it off yet again.( A Saarc summit 
can be held only if all six member na- 
tions participate.) 
Staying away from a summit meet- 
ing for the second consecutive year is 
risky. It will give Pakistan another op- 
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portunity to cry foul. But Delhi is con- | 


vinced that it can afford this gamble. | 
The Indian side is basing its calculations | 


on certain indications it received in New 
York. For one, President Pervez Mushar- 
raf was greeted on his arrival in the US 
with a slew of articles hinting at Pak- 
istans links with international terrorist 








networks. They appeared in The New 
York Times, Washington Post and Time 
magazine, which put the story on its 
cover. Then, at Musharraf's press con- 
ference at the UN, the most hostile 
questions came from American jour- 
nalists, one of whom asked whether the 
US was "dangling with evil" in using 
Pakistan as a frontline state in the war 
against terrorism. 

The icing on the cake was the 
support India received from the 
UK at the recent Commonwealth 
Ministerial Group meeting in 
New York. The UK has decided 
not to revoke, despite US pres- 
sure, the suspension of Pakistan's 
membership till it has a fully 
functional democracy. 

Official sources indicated that 
the government will stick to the 
position that unless Pakistan 
moves forward on key economic 
matters like restoring India’s most- 
favoured nation (MEN) status and 
agreeing to the implementation of Safta 
and Sapta, there is little point in a sum- 
mit meeting. India is hoping that Pak- 
istan will relent, as it is eager to host a 
Saarc Summit on its soil. & 

ARATI R. JERATH 
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Show time 


S^ TV chairman Kalanithi Maran 
is launching two new channels. 
That will take his total tally to 11 
(Star has eight and Zee 14). Surya 
2, a Malayalam movie channel, will 
be launched next January as part of 
his plan to grab the first two slots in 
every market. (He has already done 
that with Gemini and Teja in AP; 
Udaya and Ushe in Karnataka; and 
Sun TV, KTV and Sun News in Tamil 
Nadu). Surya has overtaken Asianet 
in Kerala and, hence, Surya 2. The 
estimated Rs 500-crore Sun Net- 
work will also launch GCV, a third 
Telugu channel, this year-end. Be- 
sides regular programming, it allows 
cable operators to sell ad time on 
four hours of programming. The 
idea is to curb cable piracy and be- 
friend operators. n 
VANITA KOHLI-KHANDEKAR 


India 
ahead 


NDIA has edged out China as global 
| automakers' preferred destination 

for outsourcing of engineer- 
ing/technical services, IT application 
development, and the like. AT Kearney, 
which recently polled leading North 
American automotive companies, 
found that 24% of companies were us- 


ing India as an offshoring centre. Only | 


1596 were using China, followed by Mex- 
ico (1396) and Brazil (1096). However, in 
manufacturing outsourcing, which is 
the bigger opportunity, India still lags 
behind others. Even smaller countries 
like Thailand export more auto compo- 
nents than India (See ‘The Hope And 
The Hype, BW, 18 August). 
Nevertheless, 8196 of the auto man- 
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Automakers prefer India 





?6 of respondents outsourcing 
to the country 
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ufacturers and vendors who partici- 
pated in the survey felt that having a 
manufacturing presence in India (or 
any other country) was not a prerequi- 
site to offshoring other business 
processes. The relative manufacturing 
weakness may, therefore, not handicap 
Indian BPO vendors. Moreover, 6396 of 
companies were 'very interested' in off- 
shoring and 36% said that cost savings 
were the primary reason for that inter- 


_ est. That's an area where the India ad- 


| 


vantage can't be denied. m 
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What's your business? 


Its time to have a fresh perspective of your 
` requirements. Take stock of what's needed to get there. 
A solution? One that takes into account the consumer 
environment in which your business operates. Like a 
. Customer Relationship Management (CRM) Solution 
that understands your organisation and works towards 
meeting your objectives. 


How it works for you 


The SAP industry-specific mySAP CRM offers end-to- 
end visibility of your operations and is designed to 
effectively manage your varied functions - marketing, 
sales and service. It also supports customer processes 
in a variety of industries. This means you can easily 
combine industry core processes with the generic and 
industry-specific capabilities of mySAP CRM. And this 
in turn creates a seamless flow of information, business 
transactions and knowledge across the entire value 
chain and builds truly customer-centric operations. 


Examples of industry-specific CRM processes include: 


a AUTOMOTIVE SEGMENT: Customer and vehicle 
relationship management — Automotive companies 
can manage their customers as well as products 
through all stages of their life cycles, including 
vehicle market planning, vehicle sales and 
distribution management, vehicle financials, and 
after-sales management. 


s SERVICES SECTOR: Professional service 
providers can get an insight into all aspects 
of client-related business processes including 
integrated planning scenarios. They can maintain 
tight control of all costs associated with delivering 
projects and can easily capture times and expenses 


SAP INDUSTRY SOLUTIONS | 





either online or offline (on a mobile device! | 
can bill the client accurately on time and thus 
reduce time-to-revenue and days-sales-outstandimg. 


a MEDIA: Intellectual-property management — 
Media companies can manage intellectual. 
properties, optimise their exploitation, and manage 
the calculation and settlement of royalties. 


a UTILITY INDUSTRY: Sales management for 
commercial and industrial customers — Utilities 
companies can tailor the way they manage 
opportunities, quotations, cross-system contracts, | 
and key accounts — for a variety of customers. 


a PHARMA: Value-based detailing — Pharmaceutical — 
companies can support all stages of drug 
commercialisation, such as strategy definition, 
sales planning and execution, and the 
measurement of sales and marketing programs. 


s HIGH TECH INDUSTRIES: Channel sales 
management — High-tech enterprises can measure 
business volume for design registrations, view 
customer demand, and manage split commissions, 
channel conflicts, channel inventory, and 
partner relationships. 


a PROCESS INDUSTRY: Lean batch management 
— Companies in the process industry can manage 
orders, including batch requirements and details. 





So why settle for a CRM solution that's made 
for everybody and nobody in particular. Call 
toll-free on 1600-445959 or email info.india£sap.com 
to know more. 





THE REST- RUN BUSINESSES 


Vikram Rao: He in the hot seat 


IKRAM Rao looks tired. The dark circles under his 
eyes tell their own story. Last week, when BW caught 
up with him at the Taj Gateway in Bangalore, it see- 
med as if the events of the past year have taken their 
toll on the feisty group executive president of Indian 
Rayon, a part of the AV Birla Group. Ever since he 
shifted base to Bangalore in January, Rao has been pitchforked 
into a role he would never have bargained for: to help turn 
around Madura Garments, one of India's biggest apparel com- 
panies. This was where he had worked for 18 years before 
moving to Arvind Mills. Then, in 1999, Rao had helped the AV 
Birla Group buy it from Coats Ple. 

Less than four years later, Madura is in serious trouble. It 
has been incurring losses for two years running. Employee 
morale is down in the dumps and trade partners are up in 
arms over its high-handedness. And two weeks ago, Prakash 
Nedungadi, its high-profile CEO, announced he would quit. 

Rao couldn't have imagined things would come to sucha 
head. After the takeover, the AV Birla group had focussed on 
retaining employees with salary hikes of 50-60%. Then, it had 
puta bold strategy in place. The first milestone: grow Madura's 
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topline to Rs 500 crore by 2001. It was Rao who had brought in 
the hot-shot marketer Nedungadi from Gillette so that he 
could use his FMCG experience to execute the strategy. 

On the face of it, Madura had everything going for it. It had 
strong brands like Louis Philippe, Van Heusen, Allen Solly and 
Peter England, and a strong retail franchise. And even though 
operating margins weren't more than 11-1296, the firm had 
free cash flows of about Rs 37 crore in 1999-2000. After the 
takeover, it also had the support of AV Group chairman K.M. 
Birla. He had vetted the strategy himself in a 10-hour session 
with the Madura team and also promised Madura’s senior 
managers all the support they needed to grow the business. 
(See ‘Madura Gets Going Again’, BW, 29 May 2000) 

Once the strategising and the reorganisation was over, Rao 
had gone back to the Birla headquarters in Mumbai, leaving 
the operations in the hands of Nedungadi. 

The start had been promising. In 2000-01, Madura’s busi- 
ness grew by a hefty 30% to Rs 325.5 crore. The following year, 
however, even though turnover inched up to Rs 356 crore, 
profitability plunged. From a cash break-even position in 
2000-01, Madura went into the red with net losses of Rs 7.6 
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How one of India's best-known apparel firms, Madura 
Garments, spun out of control and how the AV Birla 
Group is trying to get it back on the road. 


by Mitu Jayashankar & Indrajit 


crore. And last year turnover fell to Rs 327.5 crore, the level of 
two years ago, and losses increased to Rs 14.6 crore. 

The situation was getting out of hand. Amid rife specula- 
tion that the group chairman was getting disenchanted with 
Madura, in January Rao finally flew into Bangalore to try to set 
things right. "Look, when the child gets a fever, the mother ap- 
plies a cold pack, that’s all that I am doing here,” Rao told BW. 

The initial signs are that the remedy is working. In the first 
quarter ofthis year, Maduras topline has grown 1496. Both the 
company and its trade partners expect the results in the sec- 
ond quarter to be even better. But clearly, even Rao knows that 
it will take more than just two quarters of sound performance 
to put an end to the nightmare ofthe past two years. 

The big question that the apparel industry is asking is: Why 
did Maduras performance go into a free fall? Or, as a former 
employee puts it: “How could a company which had a profit 
before tax of 20% in 1999 end up with a negative 5% margin?" 
And that too, without any growth in topline whatsoever. 

The answers lie in the way Maduras growth strategy was 
conceived and executed. First, the operating team under Ne- 


dungadi bet big on growth through a series of initiatives. But ` 


they then made a crucial mistake: they forgot to derisk the 
business. So when one ofthe big bets didn't come off, it simply 
pulled down the rest of the business with it. 











Worse, Nedungadi made another huge Turnover slipped | Advertising | Losses mounted 
mistake: he tried to apply the FMCG busi- een , expenses soared | PBIT ins cn 
ness model to apparel. | o, B d | 

Betting 0n Growth S 


| 

| 

| 

| 

i 
When the Birlas took over Madura in 2000, | : 
the garments business was on a roll. There | 340 | 
was no reason to think that growth would | 
taper off from the heady 30%. In hindsight, — | 
that was a very costly oversight. Immedi- | 
ately after the takeover, the new manage- | 
mentputtogetheranambitiousexpansion ` 
plan. It included forays into new categories 
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like suits and extending the established brands like Allen Solly. 
Madura also had ambitious plans for Peter England, its 

mass-market brand. The aim: make Peter England a Rs 200- 

crore brand by 2004 from a Rs 78-crore brand in 2001-02. 


MADURA GARMENTS 








into womens wear took another Rs 3 crore-4 crore, as did the 
investment in the accessories. 
For a while it looked like Madura had pulled it off. In the 


| first year after the Birla takeover, Madura earned an operating 


It planned to turn brands like Allen Solly, Louis Philippe 


and Van Heusen into complete lifestyle brands, starting from 
suits and formal wear to ties, belts, bags and other accessories 
like shoes. As the only possibly unisex brand in its portfolio, 
Allen Solly was ready to introduce its own brand of women's 


profit of Rs 12.5 crore on a turnover of Rs 325 crore. “When we 
took over the business, Madura was only a shirt company; we 
added several new competencies such as knits, women's wear, 


_ blazers and accessories,” says Rao. 


wear. The company also entered the crowded denim market | 


with a range of jeans called SE 

As the number of products and brands increased, the 
company reckoned that to sell them it needed huge retail 
space. That's why it planned to grow retail space by 3096 every 
year. It figured that the existing category of stand-alone 500- 
1,000 sq. ft multi-brand outlets were inadequate. Neither did 
they enhance the image of the premium brands, nor did they 


But just a year later everything changed. In February 2001, 
the government slapped a 1696 excise duty on retail price on 
branded garments. So product prices shot up and Madura's 
sales fell. Thereafter, following the World Trade Center attacks, 
the garment export market vanished and exporters dumped 


| stocks in the domestic market. That forced Madura’s inven- 


tory to pile up and, to move it, the company had to resort to 
heavy discounting. It also tried to prop up sales by increasing 


advertising. In 2001-02, ad spends went up almost 3096, or 


have the space to stock the entire range. So it planned its own 


large format (2,000 sq. ft) Planet Fashion stores. 
Now all these plans required heavy investments: while the 


suits factory sucked in about Rs 12 crore-15 crore, the foray | 


Underes mating tne — 


power of retai 


Y 2007, B.S. Nagesh's department store chain, 

Shoppers' Stop is aiming at a topline of 

Rs 1,100 crore, up from Rs 300 crore now. And 
despite its recent setbacks, Madura Garments, too, 
wants to get to the Rs1,000-crore mark, possibly by 
2008. That has pit the two companies against each 
other. This is the one battle that could also determine 
the balance of power between manufacturers and or- 
ganised retail. 

In 2001, sparks flew when Shoppers’ Stop decided 
not to stock the three Madura fashion brands — Louis 
Philippe, Van Heusen and Allen Solly — saying the retail 
margins of 2496 were not viable. Last year, customer 


complaints forced Shoppers' Stop to get them back (and on the old terms). But 
Shoppers' Stop is trying to reduce its dependence on the big Madura brands. 
Shoppers' Stop director (merchandising) Govind Shrikhande says the Wills 
Lifestyle apparel range will make its debut in major Shoppers' Stop locations 
next week. Shoppers' Stop stands to earn 3096 margins on Wills merchandise. 
Besides, the retailer is also negotiating to bring in far more lucrative interna- 
tional labels like Austin Reed into its chain of stores through exclusive tie-ups. 
Madura, meanwhile, has announced its plan to ramp up its exclusive Planet 


about 14% of revenues. But neither the advertising or the dis- 
counting could deliver. Volumes did increase by 1496, but 
topline grew by just 7%. And Madura slipped into the red. 

While the premium brands hardly grew during the last two 
years, the worst hit was mass-market 
brand Peter England. This was Nedun- 
gadi's pet project, where he wanted to try 
out his FMCG model: big bang 
mass-media advertising, value for 
money pricing and distribution 
through C&F agents. 

Now Peter England was a 
value-for-money brand and its 
buyers were extremely price sensi- 
tive. Besides, competition was re- 
ally intense in this segment as 
there were several regional brands. 
Even before the excise duty impact 
in 2001, Peter England was trying 
to come to terms with a higher im- 
port duty on fabrics. In 2000, the 
import duty on fabrics went up 
from 15% to 35%. A third of the 
fabric used in Peter England was 
imported, which allowed Madura to keep 
its prices low. The combined affect of the 
excise duty and import duty hike was that 
shirt prices, which used to range from Rs 
345-495, went up by Rs 100-120 per shirt. 
“Seventy percent of Peter England's mer- 
chandise was less than Rs 500, but now 
the situation reversed," says Rao. 






HEMANT MISHRA 


Fashion chain to about 110 stores by the end of next year. It is betting on the fact 
that a large store format which stocks all its six brands under one roof will pull in 
customers from stand-alone multi-brand outlets. Like Shoppers' Stop, it, too, 
wants to stock international labels. Its fashion brands are gradually expanding 
into wardrobe brands. It has signed license agreements for a whole new range of 
accessories like wallets, belts and sunglasses. 

After the first round, Shoppers' Stop is clearly ahead. After a similar hiccup in 
2000, the retail chain is generating Rs 10 crore of profits, which it plans to invest 
to create a 35-store chain. So Madura will now need to play catch-up. a 
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Nedungadi then took his big gamble. 
Being a mass-market brand, Peter Eng- 
land was available in about 2,000 outlets, 
serviced by company appointed distrib- 
utors who bought the stock from the 
company on a cash-and-carry basis. To 
beat the price increase, Madura appoin- 
ted C&F agents, hoping that it would save 
4% central sales tax. Now C&F agents re- 
ceived stocks on a consignment basis. 
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The brand team had 
made another fatal mistake. 
They pushed through a mega 
promotion scheme during 
the last Diwali, offering three 
shirts for 999, which, in ef- 
fect, positioned Peter Eng- 
land as a Rs 300 shirt. Sales 
did take off. But the assump- 
tion that sales would con- 
tinue at the same rate even 
after the scheme was with- 
drawn was proved wrong. 
But for several months, man- 
ufacturing continued to 
churn out volumes, even 
though unsold inventory was 
building up in the channel. 

The companys internal 
systems were not geared to 
work with two separate kinds 
of partners — distributors 
and C&F agents. So inven- 
tory management became 
chaotic and stocks piled up. 

Since it was stuck with 
piles of old merchandise, 
Madura could not introduce 
new designs. "The losses on 
Peter England virtually elimi- 
nated all the profit that Ma- 
dura made on the other three 
fashion brands," says a se- 
nior trade partner. In fact, the 
debacle lopped off 17% from 
the company’s topline last 
year. Apparently, its volumes 
fell by a steep 40% in one single year. 





These problems were compounded by Madura’s new | 
strategy for retail. Its strong-arm tactics with trade ended up | 
alienating many channel partners. Several dealers BW spoke | 
to said they had lost faith in the management. Some of them, ` 


including a large franchisee of Madura in Hyderabad, A.S. Ab- | 


dul Khadir and Sons, have jumped ship to competition. The The Rearguard Action 


traders complain that Madura’s sales managers behaved with | 


them in a high-handed way; thrusting stock upon them, 
telling them not to stock competitor's products, and dictating 
what stock the company will supply to them and when. 

Of course, the company had its reasons. It chose to ratio- 
nalise the number of outlets because servicing a wide network 
was no longer easy. "We have research which shows that to se- 
lect a shirt a consumer sees at least 50 shirts of his choice, 
which means that the retailer must stock at least 600 shirts of 
that brand. To show this in a meaningful way, the retailer must 


E 
i 


have at least 16 sq. ft running space for each brand; ifthere- | 


tailer cannot allot that to a brand, then it is unviable for him," 
says Vasanth Kumar, vice-president (marketing). But the way 
it handled the communication wasn't up to the mark. 


To make matters worse, the trade believed that Madura | 
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had deliberately opened its 
own Planet Fashion stores 
right next to multi-brand 
outlets to take away business 
from them. In New Delhi, a 
Planet Fashion store had 
come up right next to Snow- 
hite, a large Madura retailer, 
in Connaught Place. On Ban- 
galores CMH Road, a PF 
store sits cheek-by-jowl with 
smartline. Madura already 
gets 20% of its sales from 
Planet Fashion, stores and 
plans to take it up to 110 
stores by the end of next year. 
“There is a clear shift in cus- 
tomers’ preference for large 
format stores. Millions of 
square feet of space will be 
added in the next 3-4 years. 
The small stores will lose cus- 
tomers to them,” says Ku- 
mar. So Planet Fashion was 
merely picking up those cus- 
tomers who were looking for 
a better shopping ambience. 
Yet the strategy has its 
critics. Arvind Brands presi- 
dent Darshan Mehta says: “It 
is not a good idea to put all 
the brands under one roof. 
That way you cannot build a 
distinct image for any one 
brand. We had a similar for- 
mat a few years ago, Spec- 
trum, and in the past we also 
sold Arrow and Lee together. But now we don't have multi- 
brand outlets.” Says a senior ex-employee: “It’s a good way to 
boost topline in the short-term since sales are booked on MRP 
and not wholesale prices (less by 33%). But in the long term, I 
am not sure how it will impact brand image and bottomline.” 


In Bangalore, Rao has already pushed through many changes. 
He has put in place a new organisational structure, where the 
premium fashion brands and the mass-market brands are 
handled separately. The merchandising strategy for each of 
the brands is being revitalised again. For instance, the Peter 
England is coming back to its value-for-money moorings, 
while Louis Philippe is upping the ante on quality. A SAP im- 
plementation has ensured that about 400 Peter England re- 
tailers are now linked directly to the company’s back-end and 
get stock replenishments daily. Senior managers have been 
asked to travel and meet retailers. Ad spend has been brought 


| down to realistic levels. Each of the new ventures like Planet 


Fashion and Women's Wear are expected to pay for itself. Even 


| as the situation limps back to normal, no one inside Madura is 


i 


likely to forget the lessons of the last two years in a hurry. 88 
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For many years 
Sunil Mittal has 
been the 
undisputed 
King of the 
Telecom 
Hill. But 
now he is 
being 
hem- 
med in 
by some À 
formi- 
dable 
rivals. 
What will 
his next 
move be? 
Anup 
Jayaram 
reports 


DINESH KRISHNAN 








UNIL Bharti Mittal is being photographed at The 
Banyan Tree, a lounge inside Bharti Telecoms 
Delhi headquarters. Deep, comfy chairs, bean 
bags, scattered laptops, board games like chess, 
$ Scrabble and Ludo, a CD player, etc., add atmos- 
E phere to this hang-out zone done in bright or- 
Q5 ange The 90-odd employees who work at Bharti’s 
HQa are e encouraged to unwind here; this, however, is Mittal’s 
first visit to The Banyan Tree since it was opened in end-July. 
Our photographer Dinesh wants the Bharti chairman and 
group managing director to sit behind a chessboard for an all- 
important shot. He readily agrees, adding lightly that he can 
play a mean game of chess. Framed against The Banyan Trees 
orange walls, Mittal sits, hands folded beneath his chin, focus- 
ing on the chessmen in front. And the imagery comes alive — 
ofcompetition closing in, even as the so far undisputed king of 
telecom plots his next move. 

Ever since Mittal burst upon the mobile telephony scene 
in 1995, he has pretty much been the alpha male of the pack, 
driving consolidation, influencing legislation, altering the 
rules of the game — in sum, doing his own thing and getting 
others to follow. In the late 1990s, he led the almost year-long 
fight against the government, lobbying for a revenue share 





regime, which finally happened in March 1999. This allowed | 





cellular operators like Mittal to reduce prices — they came 
down from Rs 16.80 per minute of outgoing calls in 1996 to 
Rs 4 by mid-1999 — and gain volumes. Soon thereafter, Mittal 
emerged as the industry's first price warrior, who kept lower- 
ing tariffs consistently, forcing his rivals not only in cellular 
services, but also in long distance telephony, into a bruising 
war. The state-owned Bharat Sanchar Nigam (BSNL), for ex- 
ample, lost close to Rs 3,000 crore in revenues in 2001-02 when 
itwas forced to match Mittal's rates. 

But, today, the same man is being somewhat outmanoeu- 
vered. Consider that BSNL, which Mittal underestimated be- 
cause of its public sector origins, has beaten him at his owr 
game of penetrative pricing. Then, Reliance Infocomm, v 
rolled out its telecom service on the CDMA platform, atelep a 
ony standard that Mittal had rejected after a year-long study, is 
fast winning converts. Together, BSNL and Reliance have 
snagged 7.25 million customers in less than a year, altered the — 
telecom landscape and reduced Bharti’s marketshare in mo- 
bile telephony. Then Hutchison, the house colours of which 
match those on The Banyan Trees walls — its Mumbai. brand 
is also called Orange — is shadowing Bharti, circle after circle. 
Worse still, the telecom regulatory scene, especially the pro- 
posed unified licence regime, could work out to Mittal's disad- 















vantage — despite his and other cellular operators attempts 
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Akhil Gupta, joint 
managing director 
The most impor- 
tant person in 
Bharti after the 
brothers. Has 
been there almost 
since inception. 
Mittal depends on 
him for his finan- 
cial acumen. He 
was the prime 
mover in Bharti’s 
earlier acquisitions 
and bids for the 

== fourth cellular 

B licences in 2001 
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Manoj Kohii, 
president (Mobility) 
Has been brought in with a 
mandate to keep the 
numbers — both in 
subscriber base and 
revenues — moving 
upwards. Will have to pull 
all his aces to ensure the 
group stays ahead of the 
growing competition 


DILEEP PRAKASH 





Badri Aggarwal, 
president (Infotel) 
Heads the not-so-visible 
Infotel business — fixed 
lines, long-distance, data 
and broadband services. 
Has already entered the 
five key circles that 
generate a lot of data 
traffic. And has made the 
new operations profitable 
in just 18 months 


DINESH KRISHNAN 
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at stalling it. Mittal, at once telecoms accredited visionary and 
acknowledged master lobbyist, is under siege. 

None of this is easily discernable though. The Bharti stock, 
set to be one of the 30 Sensex stocks come November, is hold- 
ing strong at Rs 78, up from Rs 20 in end 2002. Analysts argue 
the rise has more to do with the company’s fundamentals 
than the recent market rally. Again, none of the big equity re- 
search houses have put a sell advice on the stock; at best, it’s 
categorised as a ‘hold’. Inside the Rs 3,050-crore group's HQ, 
the talk is of “growth”, “new markets” — the mood is upbeat. A 
lot of the confidence stems from the financials: Bharti's free 
cash flows in 2003-04 are expected to be Rs 1,000 crore, up two 
and a half times over the previous fiscal. So, if the shadows are 
getting somewhat longer, they are visible only to a handful. 

Mittal sees all this as a part of the altering dynamics of the 
telecom business. His response to such issues is far more nu- 
anced today than it was a few years earlier. In May 2001, when 
Reliances telecom plans were beginning to stack up, BW had 
asked Mittal the same question — could he remain King ofthe 
Telecom Hill? (See ‘Sunil Mittal's Coming War’, BW, 7 May 
2001.) Mittal's answer was unambiguous — yes, he could. 
Those days Mittal was pretty sure that he would dominate the 
telecom business. 

Then, he had only five circles — Delhi, Chennai, Kar- 
nataka, Andhra Pradesh and Himachal Pradesh — with 
595,000 subscribers. Today he operates in 15 circles with 4.38 
million subscribers (roughly seven times the number he had 
in 2001). Yet Mittal believes that it's not so important to be, 
well, the King of the Telecom Hill. That is, in a way, Mittal's ac- 
knowledgement of how dramatically things have altered. And 
though he doesn't quite say so, you also get the impression 
that he no longer has complete dominance of telecom as his 
end objective. "All along I have been saying that there will be 
four operators in telecom in the long term. Bharti will defi- 
nitely be one of them," he says. 

But for Mittal, that may not be enough. If Mittal is to re- 
main a force to reckon with, he'll need to be in the Top 2. In 
most mature markets, the Top 2 players carve out around 6596 
ofthe total industry revenues between them, leaving the rest 
for the others. Mittal admits that in the Top 4 set, hed rather be 
one of the Top 2 than the Bottom 2. His personality won't settle 
for anything less. 


OR Bharti, 2003 has been the toughest year in its history. 
Much of that is thanks to BSNL and Reliance. BSNL strat- 
egy in GSM has been very different from Bharti's. While Bharti 
focussed on subscribers in the metros and prosperous states, 
BSNL went to small towns where no mobile service was avail- 
able. Part of it was perforce — being a late mover, BSNL had no 
choice but to look at places that weren't covered by existing 
operators. But part ofit was also deliberate — BSNL has 35,000 
exchanges in India; all it needed to do was install base trans- 
mitting station equipment at these places and its mobile ser- 
vice would be operational. This would allow BSNL to become 
a national mobile operator fast and at lower costs. Today, in 
the 11 months since its cellular service went live, BSNL has 
3.69 million mobile subscribers, against Bharti's 4.38 million. 
When Mittal and his team were readying for the BSNL 
launch, they knew they could do nothing about the infrastruc- 
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ture advantage of the state-owned carrier. But Bharti officials 
thought that BSNL would follow the herd into the larger town 
andcities— and not do quite the reverse. Moreover, BSNLalso 
came in with rock-bottom prices of Rs 2.40 per minute and 
free incoming from fixed lines, something Bharti hadnt antic- 
ipated. In fact, so complacent was Bharti that around a year 
ago, a senior Bharti official had said, somewhat disparagingly, 
that he expected BSNL to achieve only 25% of its targets! 

In some ways, BSNL also spotted what many of the other, 
existing cellular operators had missed — that there was a huge 
market away from the big cities. The one key number that dri- 
ves the telecom business is the ARPU or average revenue per 
user. Conventional wisdom was that even if you managed to 
get customers, usage would be so poor that non-metro ARPUS 
wouldn't make sense. But it didn't quite turn out that way. 
When BSNL launched last November, its average ARPU was 
Rs 700; today it's around Rs 500, almost on a par with cities like 
Bangalore and Hyderabad. 

For Bharti, this meant opportunities lost. While in Punjab 
— Mittal's home state — Bharti leads BSNL by a margin of al- 
most 350,000 customers (around 560,000 for Bharti and about 
224,000 for BSNL), in others, its unwillingness to fan out 
BSNL-style, has resulted in the PSU gaining ground. In 
Andhra Pradesh, one of the first circles Mittal acquired, Bharti 
has 421,000 subscribers after five years while BSNL has 
360,000 in less than a year. Again, in Kerala, where both BSNL 
and Bharti launched almost simultaneously, Bharti has 84,000 
subscribers compared with BSNLs 289,000. 

Meanwhile, Mittal’s other big encounter, with the formi- 
dable Reliance, has been the first serious battle of standards in 
India. Mittal has all along put his money on GSM simply be- 
cause it’s more widely used globally, while Mukesh Ambani 
believes CDMA is more apt for India. When Bharti entered 
some markets as the fourth operator, it did consider riding the 
CDMA platform. But, after a year-long study, it finally decided 
to stick to GSM. Experts argue that CDMA is more adaptable 
to future technologies like 3G, can carry more voice and data, 
and so on. But Mittal, forever the pragmatist, has one argu- 
ment: “GSM is used in many more parts of the developed 
world (Europe and North America) than CDMA (South-east 
Asia) which gives me huge benefits.” Now, while the larger bat- 
tle between CDMA and GSM is far from over, Ambanis tactics 
in the marketplace have been similar to Mittal's — offer ser- 
vices at amazingly low prices. Thanks to that, 10 months into 
the launch, Reliance has snagged 3.5 million customers. 

So, the reality for Bharti is: between just two companies, 
BSNL and Reliance, close to 7.25 million new mobile sub- 
scribers have been added in less than a year. That's almost as 
many subscribers as what the 11-odd cellular operators have 
managed since they started offering their services — in Octo- 
ber 2002, just before BSNL launched, there were 8.97 million 
cellular customers in India. This is normal in alow tele-density 
market that is rapidly growing, and it demonstrates forcefully 
that even seven years after mobile telephony debuted here, 
two smart players can alter the contours of the business al- 
most overnight. But for Bharti, it also means that its leadership 
in this business cant be taken for granted. Peek at some num- 
bers. In September 2002, Bharti, with 735,000 subscribers, had 
64.7596 of the Delhi market, its stronghold. By the end of Au- 


BUSINESSWORLD 





BHARTI TELECOM 


ALL THE 














Mukesh Ambani, 
Reliance Infocomm 
The most 
aggressive player. 
Can provide 
seamless mobility 
once unified 
licensing happens. 
Likely to provide 
rock-bottom rates 
for all kinds of 
calls, local or 
long-distance 


HEMANT MISHRA 


Prithipal Singh, BSNL zs 
The country's largest telco KK 
is aiming to ramp up the | | NN 
mobile subscriber base to x uf 
5 million by the year-end. i 
Will expand network 
capacity by another 10 
million lines 


v Ia | 
^s | 


DILEEP PRAKASH 


Asim Ghosh, Hutch 

Part of the $9-billion 
Hutchison Whampoa 
group, it is in the 

process of acquiring more 
circles and become a 
pan-Indian player 





HEMANT MISHRA 


13 OCTOBER 2003 





[story 

Dah 

E wil gust 2003, Bharti's subscriber numbers had grown by 6096 to 
@ 1.18 million, but its market share fell to 38.56%. simply be- 
. cause, between then and now, three new operators — IDEA 
Cellular, Reliance and the Tatas — have launched in Delhi, tak- 
ing the total number of GSM operators to four and CDMA 


| onesto three. 


| Mittal argues, therefore, that from now on, he needs to 
play the game differently. For long, he has been a subscriber 


E junkie. But he may not always be able to maintain a lead in 


sheer customer numbers any more. BSNL chairman Prithi pal 
singh has set a target of 5 million subscribers by end-Decem- 


v ber, while Mittal is talking of nudging 6-million by end-March 


B. 2004. If BSNL can maintain its scorching growth rate — it re- 
B cently expanded its capacity to accommodate 7 million sub- 
| Scribers — it could overtake Bharti soon. So Mittal is altering 
the contours of his strategy. From now on, he plans to focus 
more on revenue growth than on increasing subscribers. This 
is Mittal, Version 2.0. "Today, if ] double my customer base, my 
revenue will increase only by 5095," he says. 

Mittal's "revenue maximisation" strategy can be delivered 
only through higher ARPUs, even if his subscriber numbers 
| explode. Between April and June, Bharti's average, country- 
wide ARPU was Rs 582, higher than the industry average of 
Rs 512. But Mittal wants more. The plans are mostly hush- 
hush. The last few years have seen ARPUS fall drastically for all 


players. For one, since April 2003, all incoming calls, which x 
used to account for 40-4596 of a typical bill, have been free. Ac- | 
cording to a Telecom Regulatory Authority of India report, in | 
the quarter ended June 2003, national ARPUs stood at Rs512 - 


compared with Rs 537 in March 2003. This is much lower than 
the ARPU of Rs 871 as of end-March 2002. Not that people 
have started speaking less — on the contrary, they speak 


more; but as the universe of subscribers has exploded, infre- | 
quent users have entered the fold of cellular companies, drag- | 


ging ARPUs down. You'll notice that the ARPUs of the first 
movers in any circle — these have typically snagged the early 
adopters and comparatively heavier users — are consistently 


BR higherthan ARPUsofthose who came in late. In Delhi, Bharti's | 
| ARPU of Rs 592 is higher than Hutch's Rs 583, while in Mumbai - 


Hutch (Rs 770) leads Bharti (Rs 389). So getting higher ARPUs 
is a strategic priority for all mobile companies. 
While he is loath to disclose too many details, Bharti joint 


B managing director Akhil Gupta feels that one way of upping | 
B ARPUs is by segmenting the market smartly and offering a 


host of non-talk services. Recently, Bharti tied up with MTV to 


B launchanewSIM card targetted at college-going subscribers, 


a fast growing segment. This Rs 299-card comes loaded with 


hip ring tones, group messaging, wake-up calls, rescue rings, | 
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and the like. Over the next few months, Bharti plans to launch 
other kinds of cards, targetted at different segments. 

Meanwhile, there are also some plans afoot to keep high 
ARPU customers — paying upwards of Rs 2,000 per month — 
hitched to Bharti, preferably forever. So, for instance, Bharti 
has tied up with Nokia to offer handset upgrades (at a cost) to 
these customers and is inviting them to special movie screen- 
ings. Given that the standard 80:20 rule (8096 of revenues from 
20% of customers) applies here too, high quality service could 
prove hugely beneficial for Bharti. But this is not a singular 
others can't copy. Gupta agrees, but adds that even if competi- 
tors come up with their own plans, Bharti will be innovative 
and give the customer much more than what he expects. 

If Bharti can manage to increase ARPUs, it can indeed be- 
come a powerful force as it adds more and more customers. 
Mittal plans a 20 million-subscriber base by end 2005. (That's 
à compounded growth rate of roughly 10095, but lower than 
the 134% he clocked in the past two years.) On those sub- 
scriber numbers, even a Rs 100 increase in ARPU adds 
Rs 2,400 crore to the topline. 

Of course, to do all this, Mittal will need to invest more into 
his business, particularly to upgrade his networks so that they 
can carry more load. According to internal estimates, Bharti 
will need to invest close to Rs 2,000 crore year-on-year over the 
next three to four years. Funds should not be a problem; 
Bharti's cash flows are healthy; they aren't leveraged much 
(0.68) and Mittal can also divest his 4096 stake further. Mittal is 
already planning a $300-million ADR issue next year. He can 
also opt for co-location that could reduce his capital require- 
ments. Here, operators share towers and basic air-condition- 
ing. Each operator then hitches his base transmitting station 
equipment onto the tower. Bharti is already in talks with Esco- 
tel for co-location services in the North. Moreover, the Group 
of Ministers (GoM) on telecom has recently allowed intra-cir- 
cle acquisitions among telecom players and increased the for- 
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eign holding limits from 4996 to 7496 in telecom companies — 
two moves that can only help Mittal. 

But... 

Remember, many of the factors that will help Mittal will 
also help his competitors. Which also happen to be leviathans 
— Hutch is a part of the $9-billion Hong Kong-based Hutchi- 
son Whampoa group; Reliance and the Tatas bring on board 
both capital and influence; and BSNL's reach is superlative. 
The market is already responding to their moves. And can they 
do more to make his life even more difficult? 

Consider that the GoM directive for having a unified li- 
cence is being seen as a win for the CDMA lobby (read: the 
Tatas and Reliance). The directive came through despite the 
staunchest attempts by the cellular industry to stall it. Sure, 
the Tatas are still getting their act into place: they are looking at 
expanding reach from the present six circles to cover Kerala, 
Punjab and Gujarat in the next phase. 

But Reliance has been upping the ante every passing day. If 
pricing was the first weapon it used, add-ons will be the next. It 
plans to provide streaming video, something that none of the 
GSM players, including Bharti, have talked about as yet. Its 
aim is to ensure additional revenue from data services over 
and above the voice revenues. Already, it has a suite of services 
under the R World menu, which includes location services, 
jokes, horoscopes, etc. The spectrum of products will only get 
wider. Then, the unified licence regime will mean ‘seamless’ 
roaming for a Reliance user, something that’s still not possible 
on a Reliance network today. In other words, the ‘local loop’ 
part of WLL (wireless in local loop) will no longer be relevant. 
The cellular operators have all along insisted that a unified li- 
cence will legitimise the mobility that is being provided by 
current limited mobility players; also, a unified licence 
equates both GSM-based cellular services and the CDMA- 
based limited mobility services at one go. From now on, they 
are just the same — purely mobile services. 
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Mittal tries to downplay the fears: “It (Reliance) has already 
been providing a national network, which we were competing 
against; now it'll become seamless, that's the only difference." 
But the unified licence adds further edge to Reliances pricing 
power, which Mittal may be forced to match. 

BSNL, on the other hand, islooking at expanding its reach. 
It could even look at picking up the MTNL licences in Delhi 
and Mumbai. It could also go in for intra-circle acquisition, 
though both these need government approval. All this will fur- 
ther expand its customer base. Then, Hutch has already 
started expanding its reach by picking up the Aircell Digilink 
circles of Haryana, Uttar Pradesh (East) and Rajasthan. AH it 
needs to do to have a pan-Indian network is to fill in the gaps 
— and acquisitions will be its preferred route. Year 2004 
should see the next round of mobile telecom consolidation. 

Today, in many ways, Mittal is in some sort of a twilight 
zone. Like with any market leader, he is being attacked on ail 
sides. Yet his leadership is not overwhelming enough — 
mostly because the industry is still evolving without any signs 
of settling down in the short term — to capture disproportion- 
ate gains and pummel competition. 

Some observers say he may even sell out, maybe to a for- 
eign player. After all, he was most vocal in pushing for 74% FDI 
in telecom. There is already some talk of Vodafone picking up 
a stake in Bharti. "No way. | haven't met Vodafone officials," re- 
sponds Mittal testily. “We will always retain control and never 
go below 26% (equity stake); any additional investment will 
come from institutional investors,” he adds forcefully, 

That's Mittal, first generation, with passions running high, 
ready to take anybody on. In chess, theres a German term 
called Zwischenzug. It's a move in response to a direct threat 
that does not counter the threat, but instead forces the oppo- 
nent to make a move that cannot avoid eventual capture. 
Most Zwischenzugs are checks. Mittal is perhaps just ayam 
planning his own series of Zwischenzugs. U 
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OR Lalita Gupte, life in recent 
months has been a blur of air- 
port waiting rooms, interna- 
tional flights and long meetings 
in cities around the world. “I 
have been spending half my 
time abroad,” says the deputy manag- 
ing director of ICICI Bank. The hectic 
globe-trotting is for a very good reason. 
Gupte is busy building ICICI Bank’s next 
big growth platform — globalisation. 

The little flags are already being 
planted at various points of the world 
map. A month ago, ICICI Bank opened 
its first overseas branch in Singapore. 
Last week, the representative office in 
Dubai went on stream. The bank has al- 
ready leased property in central London 
from where it will start its UK operations 
soon. It is close to acquiring an office in 
Shanghai's new financial district at 
Pudong. Besides this, ICICI Bank will 
soon start operations in Toronto and 
Bahrain. The office in New York is al- 
ready working. Add to that the offshore 
banking unit (OBU) in Mumbai's soft- 
ware export park at Seepz and it is clear: 
the dice have started rolling. 

The stakes are very high. ICICI Bank 
CEO K.V. Kamath says Phase I of the 
global roll-out will entail an expenditure 
of around $100 million (about Rs 450 
crore), all of which will be funded from 
the domestic balance-sheet. The sub- 
sidiaries in Britain and Canada have al- 
ready soaked up $70 million of this capi- 
tal. Some representative offices and 
offshore branches, too, could later be 
converted into proper subsidiaries, at 
which point they would need their own 
capital. For now, they will use the parent 
banks capital to fund their business. 

You may wonder why ICICI Bank 
has chosen this mix of subsidiaries, off- 
shore branches and representative of- 
fices. Entry strategies in different coun- 
tries are a function of local regulations. 
Many countries, for example, require 
banks to first run either representative 
offices or offshore branches for a few 
years before a subsidiary is allowed. 

But what's behind this sudden rush 
to set up operations abroad? Kamath 
says it is the bank's next big growth plat- 
form. "We traditionally had most of our 
assets in industrial lending. A few years 


ago, we decided to derisk our portfolio | 
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The Global 
Gambit 


ICICI Bank is going to 
invest $100 million to 
fund its initial push 
into seven countries. 
Is the plan too daring 


to succeed? 


Where the global push is taking ICICI Bank 






LOCATION STRUCTURE CAPITAL 
Singapore Offshore branch N.A. 

Dubai Representative office N.A. 

London Subsidiary $50 million | 
Shanghai Representative office N.A. | 
Toronto Subsidiary $20 million | 
Bahrain Offshore branch N.A. | 
New York Representative office N.A. | 


| will then need to be capitalised 


by growing the consumer finance busi- 
ness very aggressively. It was an early 
call, but it proved to be correct. We then 
had to start identifying the next growth 
opportunity," he says. 

What could it be? Two years ago, the 
bank's top management zeroed in on 


globalisation as the next big thing. "If | 


consumer banking was an attempt to 
reach out to the ordinary Indian, then 
globalisation is an attempt to reach out 
to the global Indian," says Kamath suc- 
cinctly. He expects the bank's global 
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| Note: Some of the representative offices and offshore branches may later be 
, converted into full-fledged subsidiaries, subject to regulatory approval. They 


business to account for a third of ICICI 
Banks business within the next five 
years. (The OBU at Mumbai and the 
branch at Singapore have already done 
their first deals.) 

The board gave its approval to the 
plan in September 2001. A team was 
quickly put into place to convert the 
plan into reality. Bhargava Dasgupta 
was pulled out of the venture capital 
subsidiary to head the new interna- 
tional banking group. It now has about a 
hundred people working for it. "We 
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ICICI Bank's Kamath says that the bank's globalisation plans are an attempt to reach out to the global Indian 


looked at four alternative strategies," 
says Dasgupta. 

The first option was to build a re- 
gional base in neighbouring countries 
like Nepal, Bangladesh and Sri Lanka. 
This was what some banks have done. 
Standard Bank had used this ploy to ex- 
pand in Africa. But our neighbours are 
not exactly economic powerhouses, 
and the opportunities to grow a busi- 
ness there are naturally limited. 

The second option was to enter 
growth markets aggressively, perhaps 
through acquisitions. This is what Rana 
Talwar did as head of Standard Char- 
tered Bank, buying up banks in Asia and 
Latin America. But such a growth strat- 
egy is a bit risky (though the returns can 
be very high, if they acquire banks that 
turn out to be gold mines). Also, this 
strategy would have needed a far bigger 
balance-sheet than ICICI Bank cur- 
rently has to fund its acquisitions. 


The third way was to take one strong 
product and take it globally. The idea is 
to identify a core competitive advantage 
and then build on it. This is how 
Citibank expanded in recent decades 
using its credit card business to get into 
new markets. But, frankly, ICICI Bank 
does not have a global killer app as yet. 

So that left the bank's top manage- 
ment team with the fourth option, the 
one it eventually chose — follow the 
customer. "A lot of Spanish banks used 
this strategy to enter Latin America," ex 
plains Dasgupta. "We decided that it 
was the most sensible thing for us to do 
as well." The opportunities were myriad 
— NRI (non-resident Indian) business 
could be grown in countries like Dubai 
and Bahrain; the booming trade with 
China could be financed out of Shang- 
hai; the growing links with the Asean 
countries could be serviced out of Sin- 
gapore. And then there were the tradi- 
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tional India-linked business opportuni- 
ties in the US and the UK. There is one 
thing, however, that ICICI Banks senior 
managers are clear about. They will fo 
cus on India-related business, rather 
than try to compete against global 
banks for global clients. 

[his takes us back to what Kamath 
has said earlier — ICICI Bank is betting 
on the global Indian. There are two parts 
to this market. There are the NRIs and 
there are the Indian companies that are 
rapidly globalising. "We believe that we 
have to serve our customers anywhere 
in the world," says Kamath. But there is a 
rider here. "We cannot physically be 
everywhere our clients are, so well 
leverage our correspondent relation 
ships with other banks," says Gupte. 

Yet, the tough question has to be 
asked? Is all this a bit too audacious for 
[ICICI Bank? It is too early to even at- 
tempt an answer. But much will depend 
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on the following five issues: 

Bi Is the global move alittle too early? 
If one looks at other examples of banks 
expanding globally, one thing is clear. 
The moves abroad come only after the 
home base has been secured and there 
is enough cash being spewed out by the 
domestic operations to fund foreign 
ventures. The classic example of this is 
HSBC. It moved out of the Hong Kong 
region only after it gained a dominant 
marketshare there. 

Though ICICI Bank is the country’s 
second-largest bank, it still has ample 
scope to expand in India. Its position 
cannot be said to be dominant. And sev- 
eral analysts still believe that its bal- 
ance-sheet, despite the recent clean-up 
and the aggressive growth in consumer 
lending, is still weighed down by prob- 
lem loans made to industries such as 
textiles, steel and telecom. 

B Is the global Indian really a sustain- 
able business proposition? 

There is a good reason why this, too, can 
be questioned. The recent spike in NRI 
deposits was because interest rates in 
India are far higher than interest rates 
globally. So loads of NRI money has 
been sucked in. The Reserve Bank of In- 
dia (RBI) has been trying to cut out this 
interest arbitrage in recent weeks and 
NRI deposit growth may be hit. 

But Kamath quickly counters this ar- 
gument. “NRI deposits are not the key. 
The global Indian today thinks of India 
when he does his portfolio allocation. 
He is ready to keep his money in the 
country and he is not concerned about 


Bhargava Dasgupta 
“Many banks used the follow-the-customer strategy to 
enter Latin America. We decided to do the same” 
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exchange rate risks. So 
NRI remittances are 
very important,” he 
says. Gupte also adds 
that ICICI Bank wants 
to give NRIs an entire 
range of services — 
from portfolio manage- 
ment to mortgages — 
rather than just ordi- 
nary deposit products. 

E Does it make sense to expand into a 
recessionary global economy? 
Actually, there is no better time to do so, 
says Dasgupta. The slowdown in many 
of the major economies means that 
cheaper deals can be struck and better 


people can be employed. Take physical | 


infrastructure. In London, ICICI Bank 
has been able to sign a six-year lease, 
with a two-year free period thrown in. 
And recent job losses have meant that 
the bank has been able to get on board 
locals who may not have been that keen 
in the boom years. 

Equally importantly, the global push 
is part of a long-term plan to derisk the 
bank's portfolio. It takes time to go 
global, especially for a bank, because 
several regulatory approvals are need- 
ed. Then, because ICICI Bank is step- 
ping into virgin territory, the initial years 
may result in slow growth. Unlike con- 
sumer banking, where volumes were 
ramped up in a very short time, ICICI 
Banks global busi- 
ness will need time 
before it picks up 
speed. So perhaps 
its better to go in 
now, and be ready 
when the global 
economy is out of 
trouble. 

B Can the bank 
manage its global 
risks adequately? 

This is, perhaps, the 
single biggest chal- 
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"We cannot physically be everywhere our clients are, so we'll 
leverage our correspondent relationships with other banks" 


lenge. Recent history is littered with ex- 
amples of global banks being wrecked 
because of inadequate control over 
theiroutposts. The most dramatic one is 
the way rogue trader Nick Leeson de- 
stroyed Barings in Singapore. The for- 
eign operations of many Indian banks, 
too, are said to be pock-marked with 
bad loans. Can ICICI Bank get it right? 

It will depend on how well it man- 
ages its global risks. ICICI Bank has one 
of the best risk management proce- 
dures in India. Its risk management 
team reports directly to the top man- 
agement and the board. This allows the 
risk managers to ignore pressures from 
business heads who are keen to grow at 
all costs. The global outposts, too, will 
report to this central risk team in Mum- 
bai, which will hopefully catch the first 
whiff of rogue lending and trading. 

W Can ICICI Bank build a global or- 
ganisation? 

That's challenge No. 2. Currently, the 
way ICICI Bank has gone about the job 
isinteresting. The strategy is unlike what 
other Indian banks which have opened 
international branches (like Bank of 
Baroda or UCO Bank) have done. ICICI 


| Bank has inevitably sent a local to head 


the operation as country head, and built 
a local team around him — Britishers, 
Chinese, Americans and so on. These 
people have been brought to India to 
train them in the parent company’s cul- 
ture. The result: 
ICICI Bank, though 
in a very small way, 
is becoming a mul- 
ticultural organisa- 
tion. Managing one 
has never been easy. 

These are the 
clear business and 
organisational chal- 
lenges ahead. If 
ICICI Bank meets 
them successfully, it 
will be ready to get 
on to the next level 
— being a full- 
fledged global bank 
with a truly global 
clientele. E 
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MOST people have a lot of questions for 
Microsoft Corporation these days. So do 
we. Most people wouldn't know who to 
ask. So when Microsoft's No. 3, group 
vice-president (world wide sales, mar- 
keting & services) Kevin Johnson was in 
town recently, BWS Shelley Singh 
caught up with him for an exclusive in- 
terview. Excerpts. 


© What are Microsoft's priorities? 
How do these compare with trends in 
IT spending? 

Thereare three priorities. Reduce cost of 
operating and managing infrastructure, 
enable new applications and unlock the 
next wave of information worker pro- 





ductivity. There are a couple of key | 


trends in IT that are relevant. 
One of the trends is what we saw 
from 1980 to 1995. IT budgets grew at 
about an average of 896 a year. From 
1995 to 2000 IT budgets grew at about 
1576 per year. That growth was driven by 
Y2K and the dotcom boom. Since 2000, 
IT budgets have declined considerably. 
In 2001, IT spending declined by 4-5% 
over the previous year. In 2003 spending 
was flat. Though I see a reversal in 2004 
with the global economy showing signs 
of recovery. We are helping customers 
cut the cost of managing and operating 
IT infrastructure. That's because there is 
an applications backlog blocking the 
growth of businesses. 

Customers are also focussed on en- 
abling the next wave of information 
productivity. In the 1990s, much of the 
growth in GDP on a worldwide basis 
was attributed to investments in tech- 
nology that led the productivity gains. 
And so we, as a company, believe there is 


another wave of productivity gains to be 
unlocked with information workers. 

KI Can you give the contours of these 
productivity gains? 

It is incorporated in what we call inte- 
grated innovation. It has to do with the 
way we invest in R&D. For instance, the 
Windows Server 2003, which we laun- 
ched in March provides customers 30% 
reduction in overall total cost of owner- 
ship when compared to older networks 
based on (windows) NT 4. 

Inarecent [DC survey (sponsored by 
Microsoft) they benchmarked Windows 
2000 against Linux. They found that 
over a five-year period, Windows 2000 
had 11-2296 lower total cost of owner- 
ship. We see a significant trend of cus- 
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tomers migrating from RISC architec- 
tures to Intel-based architectures. 
= Government purchase of software 
totalled $17 billion in 2002 and the 
figure is expected to grow by 9% a 
year for the next five years (according 
to IDC). Microsoft controls a relatively 
small part of it — $2.8 billion. 
Software acquisition costs are less than 
5% of the total IT spending. When you 
look at a five-year period, the Windows 
platform has a lower total cost of owner- 
ship. Because cost from all the areas in- 
volved add-on products, costs to man- 
age solutions and additional resources. 
That's where the IDC study shows that 
Windows provides an advantage. 
= But still governments are not going 
in for your solutions. In Munich you 
lost a city government contract to 
Linux. It was worth a mere $35 
million, but (Microsoft CEO) Steve 
Ballmer cut short his holiday to meet 
Munich city officials... 
Many governments are going in for so- 
lutions based on the Microsoft plat- 
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form. UK is one. Customers evaluate 
different alternatives. 
E What new technologies is Microsoft 
betting on? 
We are preparing to launch Office 2003 
next month. With Office 2003 we focus 
on integrated innovation, where we 
provide a new platform for information 
workers to collaborate and communi- 
cate. Things that we have done with 
Windows Share Point services. Informa- 
tion workers share documents — they 
can collaborate with new services like 
live meetings, where they have a confer- 
ence call on the Internet and share 
slides on things that they are doing. 
They can also benefit from informa- 





tion rights management. Here, infor- | 


mation workers who want to send out 
emails and communications protect 
those by specifying whether it can be 
forwarded, printed or duplicated. Now 
information workers have much more 
control over the emails that they send. 
Technologies that enable this new wave 
of applications are based on .NET. 

© What about Longhorn, the next 
version of Windows? 

Longhorn is the next big wave. There 
will be many breakthrough things in it. 
Whether it is the user interface or the in- 
tegrated file system, or the new technol- 
ogy that will enable a variety of different 
scenarios for consumers, business users 
or information workers. It will be XML- 
based. XML is the core part of our strat- 
egy for integrated innovation. With Of- 
fice 2003 we will build XMLWeb services 


into our office family of products. 
33 How do you intend to tackle 
vulnerabilities — even Windows XP 











was recently crippled. 





INTERVIEW 


We are able to work with customers to 


Security is an industry-wide problem, _ help establish the set of mitigating tech- 
one that effects all operating systems, all | nologies that help prevent these things 
the different technologies, and is one | 
that we recognise we are going to bea | 
leader in finding ways to solve and im- | 


prove the situation. 

We started 18 months back with 
Trustworthy Computing — focus on se- 
curity, privacy and reliability. We devel- 
oped software tools that can analyse 
source code and identify areas that 


might create security vulnerabilities. | 


This has enabled us to make improve- 


ments in product quality. We have also | 


from propagating. There's a third party 
organisation that tracks vulnerabilities 
on Linux and on Windows. And, over the 
last four months, the number of Linux 
vulnerabilities exceed that on Windows. 
We spend $6.9 billion on R&D. 

E The crux of Microsoft strategy for a 


market is to dominate and exploit it. 





worked to help distribute patches like | 
Windows update. We have millions of | 


customers connected to Windows up- 
date where they are automatically re- 
ceiving updates and security patches in- 


stalled on their machines. For business | 





customers we developed software up- | 
ing with the governments. We are help- 


date server where we can actually push 
patches out to the customer location. 

In addition to that we work closely 
with anti-virus providers. Where a vul- 
nerability is identified, we create the 
patch for it and make customers aware. 
E But wouldn't this convey that there 
are inherent problems with the code. If 
software is transparent it makes it 
more secure. People would know what 
the backdoors are and they can always 
plug them. 

Security requires all aspects of technol- 
ogy — hardware, software, network 


communication, configuration — all | 
the stuff has to be in place. Take the re- | 


cent Blaster virus. If customers had In- 
ternet connection firewall turned on, 


“We believe that a 
key part of what is 
important for a 
healthy technolo- 
gy ecosystem is 
IPR protection. We 
will allow people 
to see but not to 
modify our 
(source) code” 
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No, I don't think so. Our strategy is inte- 
grated innovation and delivering it ina 
way that it delivers value to our cus- 
tomers. Look at our mission: enabling 
people in businesses around the world 
to realise their full potential. 

5 In emerging markets, Linux has lot 


, of appeal. How will you tackle this? 


We are contributing to development 
like education in India, creating a local 
healthy technology ecosystem, work- 


ing them through various initiatives. 
With the government we have pro- 
grammes where they can access the 
source code. 

E Why not allow them to modify the 
code? 

If people start modifying and creating 


| their own versions of Windows, we don't 


see a way of supporting them. We also 
believe that a key part of what is impor- 


| tant to create a healthy technology 


ecosystem is to protect your intellectual 


| property rights while at the same time 





| they would not get exposed to the virus. | 


helping provide people access to the vis- 
ibility ofthe source code. 

33 There are reports that Microsoft 
has slush funds to fend off 
competition... 

I don't have slush funds. There is a pro- 


| gram that is targeted at emerging coun- 


| 


| 


tries, government and education in 
lower income educational institutions, 
where various emerging countries, their 
governments and schools are trying to 
close the digital divide. We compete, just 
like any other company. We have mar- 


| keting budgets... 


x 


What about the email sent by your 
predecessor that instructed sales 
force team not to be outsold when it 
comes to Linux? 


_ Thatwas an inaccurate report. Our sales 


teams have opportunities to deliver 
technologies to underserved markets. 
We had a special programme in place. 
Since then we have formalised it. @ 
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i2 TECHNOLOGIES was the rising star 
in the mid-1990s. It was one of the 
contenders for the top position in the 
enterprise software space. By 2000, i2 
had grown to one-third the size of SAP 
Then the crash came and swept i2 along 
with it. The market for supply chain 
management software declined sharply 
as companies cut their spending on 
enterprise software. i2 was not alone in 
losing share. All its major rivals — 
software giants like SAP Oracle, J.D. 
Edwards, Siebel and Manugistics — lost 
share. But i2 fell more rapidly. Largely 
because the time-to-market pressures 
ceased once the Internet bubble burst. 
From peak sales of nearly $700 million 
in 2000, i25 sales fell to $151 million in 
2002. Its share price fell from $100 at its 
peak to sub $5 by 2003. It was delisted 
from the Nasdaq in 2003. Then came 
the restatement of earnings which 
reduced i25 revenue by $359.7 million 
and increased net loss by $207.1 million 
from 1999 to 2002. Of the adjusted 
revenue, $127.3 million was reversed, 
and $232.4 million was deferred. With 
its share trading at $1.30, chairman and 
CEO Sanjiv Sidhu now has the task of 
rebuilding the company. BW’s Shishir 
Prasad spoke to him about his troubles, 
fears and hopes and the new 
partnership model with TCS. Excerpts: 


* Why is i2 in such a mess? 
It would be inappropriate to call it a 
mess. We have had tremendous growth 
in the past. We grew from $20 million in 
1995 to almost $1 billion in 2000. So we 
have had tremendous success and 
growth in that period. We also created a 
lot of software and intellectual property 
in the years that we developed. We have 
lost very few of the core people. All the 
core customers are still there. 

So what happened was that when 


SANJIT KUNDU 


you grew that fast, you looked to grow | 


even faster because customers were 
looking for worldwide support. To sup- 
port customers we were building infra- 
structure and recruiting people all over 
the world — Japan, Korea and Finland. 
The fact was that revenue was ahead 
of the market. This was unsustainable 
because companies spend beyond their 
means. So when companies pulled 
back, we were affected. But we have 
shown tremendous ability to readjust. 
We have cut costs by two-thirds. Our 


 SANJIV SIDHU ` 


QU 


customer satisfaction is higher and our 
R&D output is higher. Some view this 
(our present condition) as a negative sit- 
uation, but we view it as an experience 
that we wish was different, but now that 
it has happened well... how do you gain 
from it? My personal faith in i2 is higher 
than what it was at its peak because we 
have shown we can operate in a rising 
market and a difficult market. 

= Could you have set up internal con- 
trol systems differently? 

Hindsight is always 20:20. I was meeting 
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one of the business leaders in India and 
he said that if you (i2) had done things 
differently, people would have called 
you an idiot. When business is growing 
that fast and customers demand that 
you grow with them, it is difficult to say 
you wont do that. What could have been 
done better by us is react. When the 
market fell, people felt it was more tem- 
porary than it turned out to be. 

™ How did Wall Street pressure affect 
you in the decisions that you took? 
Among all the constituencies that we 


_ - A joint venture association of S.A Ir 


have — shareholders, customers and 
employees, I reckon we have to take care 
of the employees first. Happy employ- 
ees mean great products, which mean 
happy customers and happy sharehold- 
ers. The business performance rally 
comes from happy customers. 

W You had to restate your earning a 
few times over the last year. Do you 
think that the way software is priced 
and bundled and the accounting princi- 
ples need to be looked at? 

Accounting principles are an issue. So in 
hindsight, our new auditors, in con- 
junction with us, interpreted that up- 
front recognition of revenue in certain 
cases wasn't appropriate and in certain 
cases, was appropriate. In the cases 
where it wasn't appropriate, we had to 
figure out whether essential services 
were needed to supplement the soft- 
ware sales. For example, when you buy 
Microsoft Excel, you don't need any ser- 
vices with it. You are ready to work. How- 
ever, in the case of application software, 
it was deemed that when you need ser- 
vices over and above the software, then 












you need to recognise that revenue as 
and when those services are delivered. 
We thought the enterprise software 
had hit rock bottom after 1997-98, but 
it is now resurgent? Where are we to- 
day in terms of enterprise software and 
what are the leading trends? 
ERP today is great automation, but 
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1988: Sanjiv Sidhu and Ken Sharma found i2 Technologies 


1 995: i2's sales touch $20 million 


2000: Sales touch a peak of $710 million; share price 
touches $100; and i2 emerges as a challenger to SAP 


2001: The enterprise software market crashes and i2's 
sales fall to $458 million 


May 2003: Nasdaq delists i2 shares for failure 
to file the 2002 annual report 


June 2003: i2 restates four years’ 
earnings from 1999-2002 


doesn't have intelligence. 

a lot on the integration of transaction 
but companies arent really integrate 

their planning. For example, a compa 
mav be out of stock on a certau 

uct, but the marketing departme! 


run promotions on that product 
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Revenues of majors over 9 quarters 





Licence 2001 2001 2001 2001 
SAP (Euro mn) 458 | 646 

J.D. Edwards ($mn) 62| : 
= js 
Peoplesoft ($ mn) 153 | 

PAO OERA 211 

Manugistics ($ mn) 49 


Siebel ($ mn) 335 


tell us that the quality of information 
they get from ERP can be made better. 
There is tremendous room for integra- 
tion of corporations' planning process 
and inclusion of customers and suppli- 
ers into the planning process. 
E Your job would be easier if compa- 
nies really change the way they work, 
but that, as we now know, takes a lot of 
time. How can you cope? 
It would make our job easier as well as 
more challenging. In the Indian auto- 
motive industry, for example, the dis- 
tance between the demand at the auto 
dealers' and the manufacturer's suppli- 
ers is at least four weeks. That's slow. The 
dealer sends a demand plan to the man- 
ufacturer. The manufacturer then 
breaks it down and sends it to its suppli- 
ers, who then send it to their suppliers. 
Thislead time should bejust a day or 
half-a-day. This will need a new way of 
working and a new way of working will 
mean new tools. Even in the older way 
of working you need new tools. We ad- 
vise companies to select a mix of both. 
E Today, we don't see any large-scale 
technology trend. Does that bother 
you? 
In application software, the biggest 
trend is occurring today... The last big 
tech trend was the move to client server 
architecture. In that, companies like 
SAP rose with the tide. But if you ask big 
companies like Texas Instruments and 
IBM, which have large legacy systems 
and use modern ERP software if they are 
ahead in terms of the way they work, 
they will say: "In some ways, yes, but in 
many ways, no”. They feel their cus- 
tomer satisfaction levels aren't improv- 
ing, their innovation cycle (getting bet- 
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ter products to the markets cheaply and 
quickly) isn't any better and their supply 
chain is not aligned to customer de- 
mands. They are ahead in the ease of use 
ofthe software and better programma- 
bility. Even scalability ofthe architecture 
is an issue. So guess what, every large 
customer who needs better scalability is 
using mainframes. The big banks, the 
big auto companies, the big retailers are 
all using mainframes. Therefore, the 
benefit of client/server was arguable 
but alot of money got spent there. 

W What is the point you are making? 
The world is running on different types 
of systems and what we need is integra- 
tion. This is because my CAD/CAM SyS- 
tem does not come from my ERP ven- 
dor. And my CRM software does not 
come from my CAD/CAM guy. And the 
spreadsheet continues to be theleading 
business application. And why is that 
data still being put in a spreadsheet? You 
don't have to input in data in a particular 
format (we call it the communistic sys- 
tem). We believe Internet-style comput- 
ing or Web services are the answer. To- 
day we're the No. 1 application software 
company putting out software on the 
Web services platform. Dell placed a 
huge order with SAP but cancelled it — 
big rear view mirror. That's important, 
but that is not what differentiates us. We 
need supply chain planning, forward 
visibility, et al. Dell chose i2. 

W What is the big deal about Web ser- 
vices? 

Consider Google. Do you think Google 
has large databases that have all the an- 
swers? No, it has pointers... 

W Yes. References to references... 

Yes. References to references. ERP says 
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that I am going to keep all the data in 
one format. The Web services approach 
says keep data wherever you want to in 
whatever format you want and I'll main- 
tain a database of pointers to pull out 
the information from wherever it is 
stored. So only the uninformed think 
you need to buy it from one place. 

HL Customers are demanding more 
customisation from their application 
software. How can you manage this? 
Take Woolworths, Australia. This is 
unique because this was a joint TCS-i2 
win. We created a solutions centre for 
Woolworths in India. This is again a 
leading trend. Earlier, companies used 
to build their own software. Then they 
shifted completely to packaged applica- 
tion software. Now people want more 
flexibility in application software. So the 
TCS-i2 combination is telling people 
that why not have the best of both 
worlds — packaged, world-class IP and 
custom-built application software. 

For example, Woolworths is doing a 
lot of merge-and-transit transactions. 
They have a lot of highly-automated 
warehouses and they don't let inventory 
sitin a warehouse for 3-4 days. So they 
don't want Coke bottles to sit in the 
warehouse and wait for the potato chips 
and paper towels to arrive before they 
ship them. They want Coke bottles to ar- 
rive at the same time as the other items 
and they are all merged and put on to a 
truck to one of the hundred locations 
where the combination will be sold. 
This requires co-ordination between 
various parts of the final ‘package’ that 
will be put up for sale. The advantage is 
that the same rack on which the pack- 
age is put on the truck can be simply 
taken out of the truck and put on the 
shelf. No need for unpacking. Think of 
the savings in reduced truck trips, mate- 
rial handling costs and unpacking costs. 
Our contribution to this solution is in 
terms of our order management, event 
management, demand planning, re- 
plenishment and transportation soft- 
ware IP. This solution has to be inte- 
grated with Woolworths’ existing ware- 
house software and in creation of new 
data categories. TCS-i2 does all that. 
...We have a joint team that works right 
from the design stage. Semi-customisa- 
tion is not effective if done at $200 per 
hour, but with an Indian value proposi- 
tion it starts making a difference. E 
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The 
world 
Over, the 
promise 
of Wi-Fi 
and other | 
innova- 
tions is 
fuelling 
notebook | 
buying. | 
In India, 
it’s the 
price 
drops 


y mala bhargava " 


Exit the desktop, 
enter the laptop 











HEN I moved from a desk- 
top to a notebook, it wasn't 
with wholehearted willing- 
ness. Basically, it was be- 
cause I was too lazy to go 
about upgrading my home computer and co- 
ordinating stuff between an office and a home 
PC was beginning to border on the ridiculous. 
Travelling without my work was, of course, 
painful. When I finally gave in and my new 
ThinkPad arrived, I was most apprehensive. I 
asked my information systems manager to 
please leave my monitor with me, my keyboard 
with its well-used buttery keys, and my nice 
scrolling mouse. He sniggered and told me I'd 
be changing my mind in a week. He was wrong. 
I changed it by the end of the day. I pretty soon 
called up my IS department and had them re- 
move all the 'clutter' that used to be my PC. A 
few months down the line I realised I really was- 
nta desktop PC person anymore. The flexibility 
and productivity was really worth the change. 

The notebook market in India has been 
rather ho hum. But, research says it's beginning 
to pick up. MAIT reported that laptop sales 
recorded in Q1 2003-04 an 896 growth over Q1 
2002-03 as sales touched 14,784 units. An IMRB 
iTops report says sales for notebooks have 
grown by 14% with a CAGR of 12% over the past 
six years. Large business accounted for 55%, 
while medium business accounted for 27% and 
small businesses for 1896, with sales concen- 
trating in the Top 4 metros. 

We're going to seea lot more interest in buy- 
ing laptops from people working in mid-sized, 
small or home-based companies. Working in 
an environment where I get to track interest in 
tech products, there's a big surge in buying in- 
tentions for notebooks. The world over, the 
promise of Wi-Fi and other innovations is fu- 
elling notebook buying. In India, it's the price 
drops. The bigger players like IBM, Dell and 
Acer are now pricing their products aggres- 
sively, whereas smaller companies are coming 
in with really low-priced laptops. Intel has 














some interesting customisation options. A lot 
of segmentation has also taken place so that 
there are now Wi-Fi ultra portables for a top- 
bracket segment, workstations for high-end 
graphics, and some 'regular' notebooks in the 
Rs 80,000-1,00,000 bracket. Some Celeron and 
AMD processor-based laptops have Linux as 
an operating system. Zenith and ACI have spe- 
cial price schemes for educational institutions. 
Acer's broken the Rs 50,000 price barrier for its 
TravelMate 242FX, a Celeron 2.4 GHz laptop 
with Linux and a basic configuration. 

Its the low-priced lot of notebooks that may 
spur the market. ACI, HP and Jaguar, Sunu and 
Connoi among others, have notebooks around 
the Rs 50,000 range. The bulk is Celerons and is 
perfect for people wanting basic mobile com- 
puting at a low price. Look for build quality, 
weight and size, the operating system installed, 
battery life of at least two hours, plenty of ports 
to connect to devices, infrared and support 
from the seller. Except for RAM and the hard 
disk, these are not really upgradeable. A new 
breed of notebooks has cropped up. These 
desknotes' are neither here nor there. They're 
not light — they weigh about 7kg — and 
portable, or particularly high-end in features, 
but they're not immobile desktops either. 
someone who needs limited mobility around 
the office with desktop performance should 
consider these. Desknotes are powered by Pen- 
tium 4s with a 15" or 17" TFT screen, full-sized 
keyboard and mouse and cost between 
Rs 55,000 to Rs 80,000. They are sold by Kobian 
and ACI. The Rs 70,000 bracket from IBM, Dell 
and Apple is a value-for-money buy. These are 
fully-packed Pentium 4s. The configurations 
are basic, but they're replete with all the ports 
they need to work with other devices. 

Notebooks that cost over a lakh are Wi-Fi- 
enabled, possibly Centrino-based with add- 
ons like DVD drives. This segmentis also gener- 
ating interest, both as an individual buy and as 
alarge company perk — especially if the job in- 
volves a lot of travel. K 
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blend of nn and technology. 
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HILE waiting for Mano- 
har Lal Kumar to finish 
praying, I think about 
the reason that brings 
me to Delhi's Sadar 
Bazaar. All of us in the 
Indian middle class 
erect castles to stave off an increasingly 
unfamiliar world. And, living like that, 
we wonder if these walls are strong 
enough, what the future holds for us, 
and if we can lead happier, more pros- 
perous lives. 

Every morning, millions of Indian 
households seeking such answers fol- 
low a simple ritual. They rise, switch on 
their television sets and tune into 
Aastha, Sanskar or Sadhna. The past 
three years have seen something of a 
boom in Hindu religious channels. 
Three are already on air— another three 
are expected to go live soon. Chances 
are, you, or someone you know, avidly 
watches these channels. And it’s just as 
likely that you are at least noddingly fa- 
miliar with some of the gurus who 
preach on these channels — Asaram 
Bapu, Sudhanshuji, Prashantbhai Ojha, 
Murari Bapu.... 

The next time you are surfing on 
your telly, pause before these channels 
for a while. They have an interesting 
story to tell — not about fond right-wing 
hopes of a Hindu revival, or about the 
sages themselves. Instead, they tell us 
that, like God, the rules of economics 
are all pervasive. Watch them for a while 
and then ask yourself: how do they 
make money? Is it advertising? Do they 
sell tapes of these discourses? Or are 
they just run by wealthy Hindus eager to 
do their bit for Hinduism? 

No. They don't. And they aren't. In 
September, BW spent over two weeks 
tracing the cash flows that sustain this 
universe of picture tube religion. It's not 
an easy story to unearth. Gurus refused 
to meet us. The channels clammed up 
too. To understand the business, BW 
had to meet a number of people who 
have plugged into this business ecosys- 
tem — people who produce these pro- 
grammes, people working in the gurus' 
ashrams, sellers of audio and video 
recordings of the pravachans, channel 
executives speaking off the record, and 
the people who organise pravachans — 
people like Kumar. 

A tall man in his 60s, Kumar is a 














member of the Rashtriya Swayamsevak 
Sangh (RSS) and the Vishwa Hindu 
Parishad (VHP), and chairman of the 
Shri Sanatan Dharma Pratinidhi Sabha, 
Delhi, and the Akhil Bharatiya Shri 
Sanatan Dharma Maharishi Valmiki 
Mahasabha. On the day BW met him in 
Sadar Bazaar, a pravachan he had or- 
ganised was underway in north-west 
Delhi. Guru Ma, a regular on religious 
channels, was conducting a five-day 
discourse. It is these pravachans that are 
recorded, snipped into 20-minute seg- 
ments, and telecast on the channels. 

The next day, I went to Kirti Nagar 
where the pravachan had entered its 
penultimate day. The pandal was 
packed. Over 10,000 people had turned 
up. Cars and two-wheelers lined the 
road for a kilometre on either side of the 
venue. For conducting this five-day 
pravachan, Kumar claims he paid Guru 
Ma Rs 51,000. 

The actual number would have 
been much higher, says a businessman 
who used to record and sell the tapes of 
such discourses. "No self-respecting 
guru will talk for five days for just 
Rs 51,000. That isn't even enough for 
them to pay their support staff — the 
people who play the music instruments, 
etc." Guru Ma, he reckons, must have 
been paid at least Rs 3 lakh-4 lakh. 

In this bazaar of religious speakers, 
its the absolute beginner, the one who is 
yetto acquire a name for himself, who is 
paid 50,000, perhaps less still. But he 
would attract a much lower turnout too. 
Even so, Guru Ma is a mid-range guru. 
The preachers at the top are Asaram 
Bapu, Sudhanshuji, Murari Bapu, and 
Prashantbhai Ojha. For a single prava- 
chan, which could last for seven to nine 
days, they are paid as much as Rs 30 
lakh-50 lakh. Because they can pull in 
more than one lakh people for their 
pravachans. A guru like Asaram Bapu 
has such clout today that he organises 
his own pravachans. Little wonder then 


This Guru Ma pravachan in north-west Delhi, which pulled in 
between 10,000 and 15,000 people every day for five days, cost 
Rs 8 lakh-10 lakh. It is possible to organise cheaper pravachans 
too at around Rs 1.5 lakh. But they are less profitable 


the pravachan 
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that the other gurus want to be like him. 

Visit Asaram Bapu's ashram on 
Delhi's Vande Mataram Road and it is 
easy to understand why. The ashram it- 
self is brilliantly located. Nestling 
among the dry acacia forests of the 
ridge, it makes one feel as if Delhi is a 
long distance away. Step inside and you 
might even see a peacock or two strut- 
ting about. And yet, the ashram is right 
in the heart ofthe city. Connaught Place 
is just a 15-minute ride away. 

On that Saturday evening, the ash- 
ram was moderately crowded. About 
fifty men and women were quietly sit- 
ting on large tarpaulins before a TV play- 
ing the Bapu's discourses. Others were 
devoutly walking around a peepal tree. 
A plaque before it said in chaste Hindi: 
"The Bapu has blessed this tree with di- 
vine powers. Walk around it 
seven or more times in good 
faith and your wishes will 
come true." A large photo- 
graph of the Bapu hung from 
the tree trunk. Devotees 
would genuflect before the 
photograph and then walk 
around the tree. Elsewhere, 
there were shops — little 
more than asbestos roofing 
and bamboo scaffolding — 
selling everything from in- 
cense sticks to prayer books, 
from herbal oil to toothpaste 
and soaps. All manufactured 
by the ashram. 

That week, Asaram Bapu 
was preaching somewhere in 
Gujarat. Ajay Shah, who runs 
all the ashrams of the Bapu, 
joined me. The Bapus speak- 
ing calendar is booked solid, 
he told me. “He is speaking al- 
most through the month. 
There are no slots available 
for the next three years.” In- 
deed, a week later, the Bapu 
was in Rajasthan. Also, the re- 
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sponse to these discourses is overwhel- 
ming, said Shah. "All our pravachans are 
now conducted on the outskirts ofa city. 
At the latest one, at Palanpur in Gujarat, 
over 2 lakh people turned up." 

It wasnt always like this. The Bapu 
began travelling from village to village, 
town to town, giving discourses, in the 
late 1970s. In those days, says Shah, he 
didn't have much of a following; people 
had heard of him only in parts of Gu- 
jarat, Madhya Pradesh and Uttar 
Pradesh. His fame began to build in 
1992, the year of the Mahakumbh at Uj- 
jain. Only then did people from all over 
India hear him speak. And then, when 
they went back home, they told friends 
and relatives about him. Around the 
same time, he got a morning slot on 
Sony Entertainment Television, and 
started becoming a household name. 

In a sense, Asaram Bapu has lived 
through a transition. For millennia, a 
guru could build up a following only by 
travelling extensively, painstakingly 
knitting a following together. Things be- 
gan to change in the early 1990s when 
channels like Sony and Zee began airing 








discourses in the mornings. But the 
genre got a big push three years ago 
when Aastha, the first channel devoted 
to religion, was launched. Since then, 
new channels have steadily entered the 
market. Sanskar followed Aastha. Six 
months ago, a third channel, Sadhna, 
came in. Now, three new channels — 
Ahimsa, Sanskriti and Sudarshan — are 
about to be launched. 

I suspect you see what I am leading 
up to. The smaller gurus eke out a living. 
Some don't make enough money to 
support their team — the people who 
play the musical instruments and so on. 
Some ofthem even speak for free, agree- 
ing for a cut of the donations. Now, reli- 
gious television is offering them a faster 
way to maximise reach and gain a fol- 
lowing. Nods Rakesh Gupta, who has 
started Sadhna, the third religious chan- 
nel in India: “By coming on TV, the gurus 
can build a following. That is how they 
can command greater fees when they 
hold a discourse. The organisers will 
willingly pay more as they, too, will 
make more money — greater turnout, 
more donations.” 


the abra 


Devotees circle a peepal tree at the ashram of Asaram Bapu, one of 
India’s leading TV gurus, in Delhi. The tree is said to have been blessed 
by his divine powers; the wishes of anyone who walks around it seven or 
more times in good faith will come true 
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The bottomline? Unlike the rest of 
the television business, where the chan- 
nels chase content, it’s the other way 
round in the bazaars of religious TV. The 
gurus pay to get their pravachans on air. 

The industry is coy about admitting 
this. Speaking on the condition of 
anonymity, the head of the north Indian 
operations at one of these channels 
said: “No one will ever admit that they 
take money. They want others to think 
they are doing good, religious work.” In- 
deed, when contacted, both Kamal 
Bakhtani (the marketing head of 
Aastha) and Dinesh Kabra (his counter- 
part at Sanskar) flatly rejected the sug- 
gestion. As for Sadhna, Gupta said he 
launched the channel because the other 
two were too commercialised, taking 
money for airtime. Only his channel, he 
said, is run as a non-profit organisation. 

Nonetheless, they all charge for air- 
time. On weekdays, a 20-minute slot on 
primetime, between 7 o'clock and 9 o'- 
clock, morning and evening, costs any- 
where between Rs 6,000 and Rs 10,000 
on Aastha and Sanskar. At other times, 
the rates fall to about Rs 3,750. On the 
weekends, the slots cost more: 
Rs 12,000-15,000 for 20 minutes. At 
Sadhna, which is still building up its 
viewership, the rates are lower. 

It is a profitable business to be in. 
Take Aastha. It was started with a very 
small investment — "less than Rs 3 
crore", says a senior executive at the 
channel. It was, however, helped by the 
fact that its parent, CMM, already ran a 
music channel, so it rode on that infra- 
structure. Also, being the first off the 
block, it didn't have to spend much on 
publicity. Sanskar and Sadhna, says a 
former senior executive at Aastha, had 
to spend more. Even so, he estimates, it 
is very easy to launch such a channel 
within a budget of Rs 10 crore. Sadhna's 
Gupta concurs with that number. 

The running costs are also low. 
Aastha pays about Rs 6 lakh-7 lakh every 
month as satellite rentals. It spends an- 
other Rs 5 lakh-6 lakh running a trans- 
mitting station in Singapore. Factor in 
the costs for manpower, offices and the 
studios, says the executive, and that will 


| come to another Rs 15 lakh-20 lakh. In 
| all, every month, the channel spends 


Rs 30 lakh-35 lakh. 
In contrast, Aastha makes Rs 50 lakh 
every month from the gurus alone. “If 


Xansa cafeterias are home 


to some of the world's best 
IT people. 


So whenever I'm stuck, I take 
a coffee break. You never know 
what an informal chat with 
some colleagues could 

throw up - a new perspective, 
a recently developed tool, 

a cross industry example, 
anything's possible. 


I quess that's the advantage 

of working in an 800 million 
dollar SEI-CMM level 5 company 
that's just won SAP UK's 
Partner of Excellence Award for 
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is also the first company in India 
to get the BS7799 certification 
for information security. 


We have nearly 6000 people 
from different countries and 
backgrounds, and more are 
joining us every day. This place 
is really buzzing with brilliance. 
With so many people to learn 
from, I am sure some of it rubs 


off on me with every cup. 


Visit us at www.xansa.con 
or write to us at 
noida.rec@xansa.com for 


exciting career opportunities. 





anything, we have a backlog. We have 
more requests for time than we have 
slots available," a manager in its Delhi 
office told us. The gurus account for 60- 
70% of the channel's revenues. Only 
2096 of the revenues come from adver- 
tising. And therest comes from charging 
for album (bhajans, etc.) promotions, 
covering religious events and profiling 
religious trusts. 

Why is the share of advertising so 
low? In India, 65% of TV ad spends go to 
the mass entertainment channels — 
Hindi and vernacular. All other chan- 
nels — movies, sports, news... — have to 
split the remaining 3576. And here, the 
religious channels run into some pecu- 
liar problems. One, their viewership 
numbers are low. The channels 
ascribe that to the fact that 
while a lot of their viewership 
hails from the hinterland, this 
is not tracked by the audience 
measurement systems. Then, 
says L.V. Krishnan, the head of 
TAM: “Companies are not 
comfortable aligning with a 
particular religion or sect.” Fi- 
nally, the target audience is 
usually the elderly. 

Now, the channels run a 
tight operation: they are slimly 
staffed. And content costs are 
negligible. But having said 
that, this is also a very unor- 
ganised business. Nods the 
manager at Aastha: “There is 
no rule that a small guru 
should pay more than a big 
guru.” It’s logical to assume 
that a big guru might pay less as he 
brings in the eyeballs. But the amount 
even a small guru pays depends also on 
how powerful his contacts are, on 
whether he knows the channel manage- 
ment, and so on. 

Thinking about operational effi- 
ciency brings us to a cheering conclu- 
sion. The organisers operate on a small 
scale anyway. The most organised peo- 
ple among this set are the gurus. Espe- 
cially, the ones who are at the top of the 
speaking tree. 

Theguru struggling to break into the 
bigleague will wantto come on the telly. 
You already know that. What you don't 
know is why Asaram Bapu and his ilk are 
willing to pay (or get their disciples to 
pay for them) for airtime. It’s not only 
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because they want to stay top of mind. 
There is another reason. 


On Aastha, With every 20-minute | 


slot, a guru gets three extra minutes. He 
can either sell this time to an advertiser, 


thus getting the money to pay for the | 
slot, or he can promote his own prod- | 


ucts — Asaram Bapus ashram, you will 


recall, sells oil, herbal medicines, tooth- | 


pastes, incense sticks, soaps et al. A 
whopping 80% of all commercial time, 


said the channel manager, is used by the | 


ashrams to promote their own prod- 


get the slot to pay for itself. At the end of 
every 20-minute segment, they have a 
section which says: “This programme is 
brought to you courtesy ‘X”.” They tell 


their devotees that ifthey pay Rs 2,000 or 
Rs 5,000 for this, their names and pho- 
tographs will be aired. As an additional 
lolly, the disciples are also told that the 
name of their company or product can 
also be mentioned — advertising. 
While I was talking to the manager, 
he got a call asking when a guru's 
pravachan was being aired. Was it a rep- 
resentative of the guru? I asked. No, said 
the manager, "That was the guru him- 
self. They do all their negotiations in 
person." Most of the gurus come on all 
three channels and they keep careful 
tabs to ensure that their programmes 
dont ever run at the same time on two 
channels. In fact, even during the live 
pravachans, said the manager at Aastha, 
mindful that they are being taped, the 
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let there be god tv 


ND then, there are the Christian channels — God TV and 
Jeevan. God TV, like its Hindu counterparts, too, has 
evangelists urging the audience to turn towards God. But 
there are important differences in the way it operates. 

God TV is run by the UK-based Angel Foundation, which 
runs four similar channels across the world, including an 
online version in the US. Ergo, the channel has a different 
programming strategy. Around 60% of the channel's 
software, says Thomas Robinson, director for Asia and the 
Middie East, is taken from international feeds. The rest is 
generated within the country. Any church which wants its 
programming to be aired on God TV has to pay for airtime. 
This brings in 40% of revenues. The rest, says Robinson, 
comes in from charity. 

As for Jeevan, promoted by the Catholic Church of India, 
it's completely Indian. And claims to offer “family program- 
ming which stress the importance of moral values". 


nes 
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gurus have started summing up their 


| message every 19 minutes or so. That 


simplifies the editing process. 

Also, reaching out to the audience is 
just the first part of the process. Every 
listener doesn't become an acolyte. How 
do the gurus ensure that the viewership 
translates into following? For a while 
now, a young account planner at Mc- 
Cann Erickson, Samit Mehrotra, has 
been trying to understand that. The gu- 
rus are master communicators, he says. 


| Their dialectic is a mix of religion and 
ucts. They have also found a new way to | 


entertainment. To drive a message 
home, they make deft use of metaphors. 
To simplify an abstract notion like the 
atma, they will say, "Just as a ceiling fan 
cannot work without electricity, simi- 
larly, the human body is noth- 
ing without the atma." Even so, 
one thing surprises Mehrotra. 
For all the fanfare, the gurus of- 
fer surprisingly little in terms of 
concrete suggestions. They 
might suggest Hari bhajan as a 
ways of controlling rage, but 

nothing more than that. | 

Simple, says Shiv Visva- 
nathan, a sociologist at Delhi's 
Centre for Studying Develop- 
ing Societies. The middle class 
leads a discontented life. And 
yet, is unable to make any bold 
changes. That is the angst-rid- 
den need the gurus try to fulfill. 
"You will not find uncomfort- 
able suggestions from them," 
says Visvanathan. "They will 
not tell you to renounce every- 
thing and lead frugal lives." In- 
stead, they offer techniques for coping 
with life, and reassurance that, at heart, 
we are all good chaps. It is a more mar- 
ket-friendly approach. You can see this 
in the ashrams, which are located in the 
heart of a city, not in far-flung towns or 
unattainable mountaintops. That is also 
where the products come in — good 
luck charms, ayurvedic FMCGs — any- 
thing that can lessen anxieties. 

Do these make people happy and 
prosperous? Maybe yes, maybe no. But, 
one thingis for sure. The gurus know the 
secret to a prosperous existence. In their 
world, where halos cast a flickering 
neon light, everything — from the 
medium to the message — is calibrated 
to maximise ROCE. Happiness, pre- 
sumably, stems from that. a 
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Marc Fab eT, la mou 


ARC Faber walks to- 
wards our breakfast 
table, quickly shakes 
hands, and gets down to 
business right away. 
“How long do you think 
this will take?” he asks 
us, swith: a grim look on his face. It's a little 
after 11:00 in the morning. 

Faber is obviously pressed for time. 
His hosts have barely managed to 
squeeze out some time for us. The previ- 
ous day, Faber had flown to India’s fi- 
nancial capital, Mumbai, from his base 
in Hong Kong. The evening was taken 
up by a function organised by credit rat- 
ing agency Crisil to award the country's 
best fund managers. Faber was the star 
attraction, ending the show with a two- 
hour speech. He was due to fly out at the 
end of Day Two, but not before going 
through a further round of meetings, 
lunches and high teas. No wonder he's 
anxious to know how much time we'll 
need with him. 

His reluctance has us on the defen- 
sive. “About 30 minutes?” He nods. 
“Okay,” he says, in a distinctly Central 
European accent. 

And thus began our fascinating dis- 
cussion with one of the investing world’s 
truly creative minds. There is a bit of the 
Renaissance man in him. Faber will di- 
gress into territory that the average 
money manager is blissfully ignorant of. 
He'll tell you why railroad stocks col- 
lapsed in the US in 1873, explain the 
conflicting opinions of American and | 
Austrian economists on how to handle 
economic downturns, and admit that 
he used a quote by Jean Jacques 
Rousseau in his new book, but wrongly 
attributed it to Voltaire. (This book — 
Tomorrow's Gold: Asia's Age of Discovery | 
— has eight pages of bibliography, in- 
cluding tomes such as Milton Friedman 
and Anna Schwartz's classic Monetary | 
History of the United States, 1867-1960, 
as well as the unknown Social Life ofthe | 
Chinese by one Justus Doolittle, which 
was apparently first published in 1868.) 

Of course, what makes Faber doubly 
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interesting is the way he combines his | 


intellectual pursuits with a magnificent 
investing record. He is both pundit and 
punter. Faber is of Swiss origin. He stud- 
ied economics at the University of 
Zurich, though by his own admission he 
spent "more time on the slopes as a 
member of the Swiss University ski 
team than attending lectures". But he 
later studied the great economists and 
historians on his own. Faber quotes the 
historian Jose Ortega y Gasset in his 
book with approval: “Our age cannot be 
completely understood if all the others 
are not understood.” 

Faber looks at the past to guess what 
the future will look like — not at the past 
quarter or year, as is the wont of other 
investment advisors, but at past cen- 
turies. His research reports often have 
data that will take the reader's breath 
away — food prices in medieval Europe, 
miles of railroad in the US in the 1820s 
or the rise and fall in asset prices over a 


hundred years. He is a firm believer that | 


there are long waves in economic life. 
He is especially fond of the waves (of be- 
tween 45 and 60 years) first identified by 
the Russian economist Nikolai Konda- 
trieff in 1925. 

Faber believes in a simple rule — the 
more things change, the more they re- 
main the same. History is definitely not 
bunk. This is perhaps what helped the 





Swiss economist-historian and former | 


trader with Drexel Burnham Lambert 
(in the days of its junk bond glory) make 
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some fantastic investment calls. He saw 
that Asia was on the verge of an eco- 
nomic boom and moved to Hong Kong 
in 1973, years before it was fashionable 
to do so. Faber asked his clients to pull 
out of US stocks before the crash of 
1987. He forecast the end of the Japan- 
ese bubble in 1990, sent out warnings 
about financial turbulence in Asia be- 
fore the meltdown in July 1997, and said 
that the US bubble economy had to pop 
at a time when the rest of the fund man- 
agement tribe was blinded by technol- 
ogy mania. Whew, some record! 

Faber's famous The Gloom, Boom & 
Doom Reports, which have a cult follow- 
ing across the world, often have a bleak 
tone to them. That's how he has earned 
his famous sobriquet: Dr Doom. His 
views on the US — both the economy 
and the stockmarket — are suitably dis- 
mal. The two bright spots in his outlook 
are Asia and commodities. "Between 
1991 and 2001, the inflation-adjus- 
ted prices of commodities were at their 
lowest levels in the history of capital- 
ism," he says. The Kondatrieff cycle in 
commodity prices peaked in the 1970s, 
and now it's time for an upturn. And 
stocks? They've had their 20-year bull 
run. They're going to go the other way, 
says Faber. 

Its not only price cycles that will 
drive up the prices of commodities. 
With the rise of Asia, and especially 
China, there will be an explosion in de- 
mand for everything from steel to oil, 
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There are glitches, but Faber 
will put his money on India 


ABER is exasperated. It took him three days to get his Indian visa, that too af- 

ter the sponsors of his Indian visit, Crisil, furnished a letter stating why he was 

coming to the country. Faber, who manages three global funds, says: “China 
would have given the visa in a jiffy. Indian laws are so antiquated, many of them 
are from the pre-war times.” It is things like these, says Faber, that make India an 
unpopular investment destination compared to other south-east Asian countries 
like Thailand and Indonesia. 

Today, foreign citizens cannot directly buy shares from the Indian market, they 
can invest through “India Funds" of foreign broking houses registered with the cap- 
ital markets regulator Securities Exchange and Board of India. So they end up with 
second hand knowledge about the companies and markets they plan to invest in. 
“Most people know little about India and its markets and so they are still uncom- 
fortable coming here.” 

That, however, does not dull Faber’s desire to invest in Indian companies. He 
says that though China is more investor-friendly, he would rather invest in Indian 
companies. Chinese companies show 
very strong growth but little profits. 
Their accounting practices cannot be 
called “above board”. Indian 
companies, on the other hand, have 
less competition as foreign direct 
investment is still low here. This 
ensures higher capacity utilisation for 
the fewer players, but, more 
importantly, higher profitability. 

Consider, in contrast, the re- 
doubtable software services sector, 
which had long had margins in the high 
forties. Once the multinational corporations started setting up their own centres in 
the country, the margins which had started crawling down, stayed down. That is 
not the case in many other sectors. So, even though Indian stocks have higher 
price-to-earnings multiples than their Asian counterparts, Faber still feels that the 
Indian stockmarkets have a huge upside potential. Some of this potential, he feels, 
will be realised as Indian financial institutions eventually shift their money from 
low-yielding bonds to equity. 

Faber cautions that the Indian market may not be like Taiwan in the mid- 
nineties. But, he predicts that some asset classes to outperform the market. For 
example, real estate prices in Asia could shoot up by 10 times or more, especially 
land on the outskirts of big cities. The other big bet could be Asian brands. The 
Japanese have already proved that with names like Toyota and are now building 
fashion and cosmetic brands. Even Korean brands Hyundai and LG are popular in 
the US. Faber expects that more and more Asian brands, including some from In- 
dia, will go on to become global brands. “There is clearly an opportunity there.” 

Of course, one thing could stunt India’s growth. “Infrastructure,” he says, “has 
improved from horrible to very bad.” Infrastructure is not only needed to sell your 
goods, but even to outsource parts cheaply. India may have the mines and be 
among the few countries that grow cotton in the world. It won't be much use if they 
cannot get their produce to markets in time. China is well ahead here. As Indian 
manufacturing grows in size, China's strategic advantage may well turn out to be 
its well-developed infrastructure. That way, Indian industry could end up the loser 
even though Indian companies could be as competitive as Chinese ones. E 
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says Faber. Prices have to go up and, 
hence, interest rates as well, he adds. 

His bleakest views are reserved for 
the US economy. "The US markets are 
going up because of the huge injection 
of liquidity into the system. Prices are 
bound to go up when this happens. It 
could be equity, bonds or real estate. But 
eventually prices of other goods have to 
go up as well," Faber predicts. 

America's huge current account de- 
ficit worries him. Getting rid ofit is going 
to be very painful for the US. "Look at 
what happened in Asia in 1997. These 
countries had been running huge cur- 
rent account deficits between 1992 and 
1997. And then, consumption just col- 
lapsed." Will something similar happen 
to the US? Yes, says Faber. A current ac- 
count deficit means that a country is not 
saving enough. "Consumption in the 
US will fall off a cliff." 

There's more. "Mr Greenspan will 
print money" to get out of trouble. (It's 
clear: he doesn't think too highly of Mr 
Greenspan.) But printing more money 
will send the dollar into a tailspin and 
send inflation shooting skywards. Inter- 
est rates will also rise eventually. He also 
expects George Bush to embrace pro- 
tectionism in a bid to get popular before 
the next elections. It's a vision of eco- 
nomic Armageddon. 

But won' the collapse of the US 
economy hurt Asia as well? Faber says 
no. Even in the extreme case where the 
US completely stops buying and out- 
sourcing from Asia, there will be a shock 
lasting two years. Then trade will be re- 
directed within Asian countries. They ll 
buy from each other. "Therell be a 
greater shock for the US," says Faber. 
"Their prices will go through the roof 
once they stop buying cheaper goods 
and services from Asia." 

Faber is now warming up to the sub- 
ject. He sips on his Diet Coke, and then 
continues. The coming dollar crisis will 
mean that Asian currencies will appre- 
ciate. But this would be a good thing, 
unlike what policy-makers would have 
us believe. Faber says that countries 
need strong currencies to prosper. 
“Look at Germany and Switzerland. 
They've prospered because of strong 
currencies. It's a fallacy that weak cur- 
rencies are a good thing," he says. Now 
he's in his element, challenging one eco- 
nomic orthodoxy after another, over the 
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Inviting Faculty 


with excellent academic credentials and industry ex perience 


to nurture wealth creators. 


TAPMI has always prided itself on its four key strengths - the 
academic rigour and close faculty-student interaction, autonomy 
and independence, entrepreneurship and innovation, and holistic 
approach to management education. The faculty of TAPMI have 
enriched themselves and benefited from the unprecedented level 
of autonomy and independence in the design of course material. 


case studies, curriculum and teaching methodology. 


TAPMI provides à conducive ambience for faculty to engage 
themselves in pursuits of research and publieations, In fact, 
encouragement of those desirous of contributing to building the 
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Profile 1: Academic 

Ph.D. in one of the basic disciplines relevant to management 
(example - mathematies, statistics, psychology, sociology, 
economics) or Fellowship in Management. Preference will be 
given to alumni of reputed institutions in India or abroad, Fresh 
Ph.Ds in social sciences will be encouraged to participate in 
foundation courses of management to gain an appreciation for 
management education, 

Profile 2: Industry-Experience 

Post Graduate qualification in a relevant discipline (example - 
MBA / CA / ICWA / MA / MTech / MS ) from a reputed academic 
institution coupled with significant years of successful 


experience in industry, 

TAPMI would prefer candidates in early or mid-forties who currently 
hold senior management positions in industry, with a self-driven 
motivation and passion for learning and the ability to adapt to 
an academic environment. Selected candidates should be willing 


and capable of assuming administrative responsibilities in 


addition to teaching. 





TAPMI is seeking faculty in the following areas / 


disciplines of management: Economics, Entrepreneurship 
Management, Finance and Accounting, Insurance and Risk 
General Human Resources 


Management, Management, 


Management, information Technology in Management, 


International Business and Management, Marketing 
Management, Organisational Behaviour, Political Science, 
Production and Operations Management, Psychology, 
Quantitative Methods, Sociology, Strategic Management and 


Written and Oral Communication. 


Candidates may also apply to areas / functions of management not 


listed above. 


Levels: Professor, Associate Professor, Assistant Professor, and 


Faculty Associate. 


Salary, perquisites and benefits:- 

Salary offered will be at par with HM standards, Benefits would 
include Contributory PF, Superannuation and Gratuity, LTA, 
Leased accommodation, and Medical assistance for family, 
Faculty members at TAPMI will be entitled to receive additional 
remuneration from their participation in EEP and Consulting 
assignments from time to time. 

A new, modern, fully residential, state-of-the-art campus in 
Manipal with excellent infrastructural facilities, is being planned 
to be operational by the second half of 2004. 


Manipal offers a conducive atmosphere for academic 
enrichment. The town is endowed with educational and 


health care institutions of international standards, to meet 


the needs of entire family. 
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To be part of this wholesome environment, write wit 
next 15 days, to: The Director, T A Pai 
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next hour. Here are some samples. 
E | define inflation as a rise in money 
supply. An increase in prices is only a 
manifestation of inflation. 

@ The world will be a better place with- 
out central bankers. We would do well to 
go back to the gold standard. 

lE | doubt America’s claims about 
higher productivity. The US doctors its 
economic statistics. 

lil We have seen freer and freer trade 
since the end of World War II. Now there 
will be more protectionism. 

@ In response to American protection- 
ism, Asia should convert itself into a free 
trade zone with acommon currency. 

lil US economists believe they can steer 
an economy just like a central planner. 
E The Austrian economists are right — 
recessions are needed to clear the mar- 
ketplace of the excesses built up during 
the boom years. 
lB | see no stockmarket with a huge up- 
side potential today, something that will 
go up 10 times. The only such opportu- 
nity is in real estate outside some Asian 
cities and in certain commodities. 

‘As an asset class, stocks are too pop- 
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MARC FABER 


“Stocks are too popular, there 
are too many treasure hunters" 


ular,” says Faber, explaining why he sees 
no 10-bagger stock index. "There are just 
too many treasure hunters out there." 

He tells us about an investment con- 
ference he attended recently in Hong 
Kong. "There were 1,200 fund managers 
there!” he says, with an incredulous look 
on his face. “It’s a bit like the California 
Gold Rush. There are a thousand miners 
looking for one ounce of gold. Only one 
of them finds it. He writes a book on how 
he did it. The other 999 are forgotten.” 

Marc Faber is now smiling at his own 
analogy. And it's well past 12 o'clock. He 
has actually spent with us twice as much 
time as we had asked for after his initial 
stern question. 

It's now time for some photographs. 
We ask Faber to step out of the air-con- 
ditioned confines of his hotel. He com- 
plies. The streets of Mumbai energise 
him. We take him to a roadside stall with 


curios and faux antiques. Hes now to 
tally relaxed. He poses. He jokes. He 
smiles. And he toys with an old tele 
phone and a saxophone. 

Then his eyes settle on an antique 
clock. It shows the time in seven cities 
[he shopkeeper explains that the 
frontage is antique ("Made in London, 
sir"), but the mechanism is modern and 
battery-operated. "How much?" asks 
Faber. The price is Rs 2,500. "Thats how 
much? Fifty dollars? I'll come in the 
evening and pick it up," Faber tells the 
man. The deal is struck. 

There are no negotiations. There is 
no haggling. We feel like telling Faber 
thatheis payingtoo much for that clock. 
But how can we tell one of the world's 
finest investors that he has paid too 
much for an antique clock? He obvi 
ously knows far more about the intrinsic 
worth of things than we do. iti 
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Mohan Kumar 
VP and managing director, 
Motorola Asia-Pacific 


I travel very frequently and usually 
pick up a new book for in-flight 
reading. My favourite is Shankar's 
bookstall at Bangalore airport. As for 
what I buy, it all depends on my lat- 
est interest. Right now, my passion is 
the latest research on the human 
brain. That's why I picked up THE 
HIDDEN FACE OF GOD by Gerald L. 
Schroeder. I believe that this book 
will appeal both to religious believ- 
ers and scientists. Schroeder gives an 
excellent tour of latest advances in 
genetic engineering and how the 
brain works while posing the ques- 
tion: who created it? The author 
believes that a proper understanding 
of science can provide positive rea- 
sons for faith. m 


ALERT 
Breaking The Big Story 


Edited by B.G. Verghese, (Viking) 





Breaking The Big Story 
is a sad commentary 
on Indian media. A 
book that intends to 
capture the glorify mo- 
M ments of the media 
~~ turns out to be a sum- 
mation of its pathetic perfor- 
mance. Hamstrung, perhaps, by 
the paucity of really big stories, 
editor B.G. Verghese asks cele- 
brity reporters to revisit Bofors, 
the Bhopal gas tragedy and Tehe- 
Ika among a handful of big news 
breaks. These are mostly trite 
recollections when they are not 
an excuse for chest thumping. Il 
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BIBEK DEBROY logic — evolved. 
Part II, on the other hand, takes for- 
HIS is a book co-authored bya | ward the argument that when old 
theoretician and academic | organisational structures confront such 
(Shoshana Zuboff) and a man- | altered needs, the result is a transaction 
agement practitioner (Jim | crisis. Thus, despite attempts to redis- 
Maxmin). The Support | cover the end-consumer, the legacy 
Economy is not merely US- | that consumers are left with is of con- 
centric — it draws exclusively on | tempt. In the process, attempted inno- 
American examples barring the odd | vations at changing organisations are 
historical digression. However, the | also reviewed, as is the 'social psycholo- 
books thesis, simple though it is, tran- | gy' ofthe modern organisation. 
scends the US experience. It is not surprising that consumers 
To present the booksthesisinanut- | generally distrust companies and pre- 
shell: there is a chasm that now sepa- | sume they are going to be taken for a 
rates individuals and business organi- | ride. Although this part of the book is 
sations that are supposed to cater to | not as well argued as Part I and is often 
individual needs. Aided by technologi- | extremely anecdotal, the thesis can 
cal advancements and changes in work | probably be accepted. 
patterns, individuals want tangible The problem arises with Part III, 
support from product and ser- which lays out the 


















vice providers in leading Shoshana Zuboff 
the lives they choose to sadames Maxmin 





lead. Hence, the title: The 
Support Economy. 
Although consump- 
tion has become much 
more individualised, the 
corporate structure that Pages: 458. 
business organisations j "e "m WI Special price: $20 
adhere to is still that of 
managerial capitalism. 
This had evolved in a dif- 
ferent historical milieu and is now dys- | roadmap towards distributed capital- 
functional and irrelevant. ism. The first chapter here is on the dig- 
Despite attempts to rediscover con- | ital bridge. While this has valid points to 
sumers and cater for their needs, this _ make about the use of information 
organisational structure leads to a | technology, it doesn't quite belong in a 
transaction crisis’ because relations | section that is about the new enterprise 
between consumers and producers | logic and is somewhat of a digression. 
continue to be adversarial. A new revo- The argument that new technolo- 
lution, which will maximise 'transac- | gies can be used to bridge the transac- 
tion value’ and lead to ‘distributed | tion crisis is true, but doesn't mesh with 
capitalism, is, therefore, necessary to | the rest of this section, which is specifi- 
save capitalism. cally on conceptualising the new enter- 
The book is divided into three sec- | prise logic on the meta-principles of 
tions. Part I builds the case for new peo- | distributed capitalism. 
ple and new markets (with new Here is a listing of the meta-princi- 
demands and new needs) and is argued | ples. (1) All value resides in individuals. 
convincingly. There is also a very good | (2) Distributed value necessitates dis- 
historical discussion of earlier econom- | tributed structures among all aspects of 
ic revolutions and how managerial cap- | the enterprise. (3) Relationship eco- 
italism — or the standard enterprise | nomics is the framework for wealth cre- 
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ation. (4) Markets are self-authoring. | 
(5) Deep support is the new meta-prod- | 
uct. (6) Federated support networks are 
the new competitors. (7) All commer- 
cial practices are aligned with the indi- 
vidual. (8) Infrastructure convergence 
redefines costs and frees resources. 
(9) Federations are infinitely config- 
urable. (10) New valuation methods 
reflect the primacy of individual space. 
(11) New consumption means new 
employment. 

There are, of course, detailed expla- 
nations of what these meta-principles 


stand for. But that doesnt take us very | 
far. Nor does the list of the kinds of | 


commercial inventions that will be nec- | 
essary to meet new demands. Harvard ` 


Business School funds a lot of good ` 


research, but this is certainly not one of | 
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them. Perhaps the structures that 
_ evolved during the industrial revolution 
do need to change to cater for the needs 
of a post-industrial society. Perhaps 
there will be a second industrial revolu- 
tion — the book actually uses the term 
'economic revolution' — that will over- 
take managerial capitalism. 

It is true that evolution does not fol- 
low a linear extension of what has hap- 
pened in the past. Instead, there are 
structural changes that are impossible 
to predict a priori. But if you are looking 
for a coherent answer to the question of 
what is likely to happen, this book has 
none to offer. Read the introduction 
and the first two parts. Skip the Part IH. 

Eventually, I am sure there will be a 
better book on the kind of capitalism 
that is likely to emerge, a book that will 


| have some answers instead of the tax- 
, onomy and jargon of this volume. 


, Perhaps, Zuboff and Maxmin will 


| return with a better offering. 


The first sentence in the preface of 


Z DOP IS the Author of x this ponderously subtitled book (Why 
, Corporations Are Failing Individuals 
and the Next Episode of Capitalism) 
_ states: “This book was born in silence.” 
, Part HI could perhaps have used the 
| same sentence because it doesnt have 
, much to say. Instead, a lot of pages were 
| wasted in this inordinately long book to 


| say nothing. BE 
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H v Wor' rs Rights : 





N July, the Supreme Court denied workers the right 
to strike. Now the Calcutta High Court has banned 
processions on weekdays. The right to strike and 
the right to demonstrate are the most cherished of 
workers rights. Both rights are dear to the Left; their 
denialis sure to convince Leftist parties that the courts are 
atool of rampaging capitalism. But even those who are 
not diehard communists must wonder whether the 
courts have sufficiently applied their minds when ruling 
on whatare regarded as the most fundamental rights in all 
democracies of the world. 

Ofthe two, the limitations placed by the Calcutta High 
Court on processions are more understandable. The Puja 
has become as established a period of idleness for Ben- 
galis as Christmas is for 
Britons; and under the benign 
aegis of the workers' govern- 
ment, the period has grown 
longer. It is boring to sit at 
home for so many days; and 
while evenings can be whiled 
away at Pooja pandals, days 
drag. So political organisers of 
various persuasions arrange 
processions and rallies for 
their members' entertain- 
ment. The three days before 
the High Court's ban saw eight 
rallies. Processionists have the 
unfettered right of way in Cal- 
cutta; as a result, judges 
reached their courts late, and 
travellers missed trains and 
planes. Demonstrators' rights 
have to be balanced against the right of citizens to use 
thoroughfares; Justice Amitava Lala's ban on rallies during 
the week is an attempt to balance the two. 

But there are travellers on weekends as well; and no 
one can schedule an accident or a heart attack for a week- 
day. Ifinconvenience to the public is to be minimised, the 
best solution would be to order that rallies could be held 
only at night, after 8 p.m.; that would give everyone a 
chance to get home before demonstrators block the 
roads. Such an arrangement would have another benefit 
— it would more fully utilise roads and transport facilities. 
The police may not like to work at night; but they would 
do so if they were paid overtime. There must be an over- 
time rate at which they would gladly work at night. If its 
cost were recovered from the demonstrators in advance, 
then a certain economic justice would also be done. 

Timing is not the only variable available for manipula- 
tion; the place for rallies and demonstrations can also be 
decided as convenient. The maidan in Calcutta is ideally 


The Supreme Court's ban 
on strikes imposes a drastic 
constraint on workers' 
collective rights 





located if rallyists headed for it want to block traffic. Azad 
Maidan in Mumbaiis also centrally located; but luckily for 
Mumbai, hardly any workers who might want to strike 
work live near it. Ramlila Grounds in Delhi are equally 
central; but a meeting there would inconvenience few 
people who matter. So rallies in Delhi pass unnoticed un- 
less they are attended by families of farmers driving up 
from the countryside in tractors. Today, when transport is 
easy to organise and all parties have unaccounted money, 
it would be possible to assemble supporters anywhere; 
every state should create a meeting ground a good few 
miles away from the state capital. Restrictions on rallies in 
capitals would then be reasonable. 

If the Supreme Court's ban on strikes is unusual, the 
justification it gave was unrea- 
soned. Many who would be 
cheered by the ban would still 
be uncomfortable about the 
constraint on workers' collec- 
tive rights it imposes. There are 
strikes every few years in Gen- 
eral Motors, the world's largest 
manufacturing company lo- 
cated in the world's largest 
democracy; it is unthinkable 
that the US Supreme Court 
would declare them illegal. The 
unease might have been less if, 
like the Calcutta High Court in 
the case of demonstrations, 
the Supreme Court had spelt 
out conditions under which 
strikes would be justified. But 
evidently, in its present incar- 
nation it believes they are unjustified in all circumstances. 

How did it come to such a drastic conclusion? Its taci- 
turn judgment does not give much ofa clue; but it seems 
to be of the opinion that the machinery available for col- 
lective bargaining, consultation, conciliation and arbitra- 
tion is sufficient to avoid the need for strikes. In the partic- 
ular case in which it came down against strikes, such an 
assertion would need to be defended. For in the case of 
governments, the entire dispute resolution machinery is 
manned and run by civil servants, who turn out to be em- 
ployers or their flunkeys. Thus, the prospects for neutral, 
objective dispute settlement in a dispute between the 
government and its employees are not bright. 

The impasse created by the Supreme Court might in 
other times have been dealt with — not necessarily satis- 
factorily — by Parliament. But the rightist government at 
the Centre is unlikely to be seized with the problem. So we 
will have to wait for another form of resolution — which 
we can only hope will not be too conflictual. gm 


GOUTAM ROY ' s 
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mg] Handy Hints 


.J At a time when the consumer is 


finding it hard to choose from a 
number of household products 


flooding the market, the consumer 


satisfaction survey will be a good 
guide as to what to buy. But other 


consumer durables like microwave ovens and 





electric fans could have also been included in the survey. 


S. Nagaratnam, Mumbai 


wir products that deliver value for money. 


Amit Kumar Dey, Pune 
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WAKE-UP CALL 

Jet Airways' increased capacity and 
marketshare underline its success and 
emergence as a leading player on 
metro routes ('Crisis At 50, BW, 15 
September). Private players have 
surged ahead taking advantage of the 
governments late reactions and delays 
in policy decisions. Sahara Airlines is 
fast emerging as a viable second 
option. Where does that leave Indian 
Airlines? The authorities need to think 
seriously about the future of the state- 
run carrier before it is too late. 
Aurobindo Kumar Mishra, Jalandhar 


PERFECT EXCUSE 

Ashok V. Desai's arguments for 
removing the ban on hoardings are 
quite appropriate ('Remove The Ban 
On Hoardings’, BW, 6 October). 
Ignoring major factors and putting the 
blame for the high accident rate on 
Indian roads solely on large hoardings 
is being short-sighted. But the apex 
court's order definitely seems to have 
given the government a reason to wash 
its hands off the road safety measures. 
Rani Ruplata, Jharkhand 
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TIME TO PAY BACK 

The onus for compensating WLL- 
induced losses incurred by the Indian 
cellular industry lies on the 
government (‘Why Are These People 
Demanding Rs 18,400 Crore, BW, 29 
September). The Indian government is 
only following what has been 
happening worldwide in countries like 
Hong Kong, Singapore and Indonesia, 
among many others. However, the 
consumers may want to thank the 
entry of WLL players in the mobile 
telephony market for lowering the call 
charges like never before. 

Nirmal Gupta, Meerut 


FILIAL BONDS 

Placing kith and kin over professionals 
is not a new trend (‘Sons Come First’, 
BW, 22 September) in family run 


; businesses in India. Arun Bharat Ram 

| is not setting a new trend in ousting 

| Ravi Sinha and handing over the reins 
to his sons. But whether the decision is 


a judicious one will show up in the 
companys financial results. 
Madhu Sharma, Via email 


TOO WIDE A GAP 

While Honda took over a decade and a 
half to develop the humanoid robot 
(Asimo), India, with a nonexistent 
research base and a small budget, will 
certainly take aeons to reach 
somewhere even close to it (‘Waiting 
For An Asimo, BW, 22 September). But 


| looking at its utility in SMEs (small and 


medium-sized enterprises), defence 
and nuclear plants, it appears that it is 
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technology here, which is 
still in its infancy, took a 
crash course, 

Kunal Chawla, Dehradun 


HIGH STAKES 

Given the facts, it does 
make one wonder 
whether Venu 
Srinivasan is taking a 
big gamble withhis — - 
company’s latest investment (‘Thre 
Wheels of Fortune’, BW, 8 September). 
However, it may just as well have been 
a case of seeing the glass half-empty 
when it was actually half-full. One can 
only wait for the launch of the three- 
wheelers and the mysterious 
quadricycle to see whether the gamble 
pays off or turns out to be a disaster. 
Amee Misra, New Delhi 


AN OLD TRICK 

It was interesting to read Kevin 
Johnsons interview ("Windows Cost 
Less, BW, 13 October). That the heat is 
on on Microsoft is well known. 
Johnson's argument that Windows cost 
less (supported by Microsoft 
sponsored studies!) is yet another PR 
pitch that the monopolist is now 
betting on. | 

The company made a killing of its 
desktop dominance with margins on 
its flagship Windows products as high 
as 80%. Johnson tried hard to convince 
people that the company does not 
have slush funds to offer deep 
discounts or grease the palms of 
government buyers. 

But that just goes to show how 
desperate the company is getting and 
how vulnerable it feels now, and also 
how real is the threat from Linux or the 
fear of being outsold. Microsoft can 
protect its rights by not revealing the 
source code or allowing alterations to 
it, but this itself makes software 
susceptible to virus attacks. In fact, in 
this context, I would like to draw your 
attention to the lawsuit against 
Microsoft that takes the company to 
task for making poor software. 

If the digital divide has to be 
bridged, it has to be on Open Source 
and affordable platforms, but not on 
solutions sold by monopolists. 
Vandana Rao, Hyderabad 
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WAITING TO BE 
RESCUED 
Ihave been 
wondering what the 
banks will do to plug 
the Rs 12,500-crore 
deficit in our public 
sector banks' pension 


September). We are still 
waiting for the 
government to initiate 

remedial measures, 

Ch.V. Suryanarayana, Secunderabad 


| MAKING MONEY WITH PIETY 


The article on how the religious 
channels, the godmen and the whole 
posse is making a fortune out of 
packaging religion (Om Economics’ 


| BW, 13 October) was very interesting 


indeed. With a whole host of new 
players entering the fray, the years to 
come will witness a proliferation in 
related businesses. This stale idea is 
doing much better than a host of other 
channels that are struggling with 
revenues. But then, who could have 
doubted the success of religion in this 
‘god-fearing’ nation? 
K.V. Mishra, Lucknow 


SHARED 

INTEREST 

The Mumbai-based 
clinical research 
organisation SIRO 
seems to have struck 
gold (‘Finding Global 
Matches, BW, 22 
September). The 
company’s deals with 
Ercon and Covance will 
consolidate India's 
position as a cost-effective 
drug-testing destination. Not only that, 
it will also give foreign pharmaceutical 
companies an easy access to a 
heterogenous gene pool. In turn, SIRO 
can share projects with Ercon partners 
across the world. 

Sameer Raza Ali, Aligarh 


THE SENSIBLE WAY OUT 

The editorial 'Have Workers Rights' 
(BW, 13 October) contradicts itself 
when it says that heart attacks and 
accidents cannot be scheduled for the 
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funds (‘Indian Banking’s 
Dirty Little Secret’, BW, 8 
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weekend and it later says that the best 
solution would be if processions and 
demonstrations should be allowed 
only after 8:00 p.m. 

What about metros which have 
huge traffic even after that time? But, 
regardless of when the demonstrations 
are allowed, the problem will persist 
since the majority of people in India 
does not value time. The Supreme 
Court is right in banning all strikes in 
India, this should be only a temporary 
measure. In a democracy, people 
cannot be stopped from 


. demonstrating for their rights. 


Demonstrate, but in a sensible way. 
Cari Muckatira, Via email 


SETTING IT RIGHT 


In ‘Easy EMI In Excel’ (‘Your Dream 
Home, BW, 29 September), the Present 
Value (PV) should have been Rs 10 lakh 
and not Rs 1 lakh as mentioned. The 
error is regretted. 


CLARIFICATION 


| Inthe article ‘Khosla for JWT?’ (BW, 6 


October), we had written that Sanjay 
Khosla, who had resigned recently as 
Unilever's beverages 
director (worldwide), had 
emerged as the 
frontrunner to take over 
as JWT chief once Mike 
Khanna retired. Since 
then we have been 
informed by 
Hindustan Lever that 
Mr Khosla has not 
resigned from 
Unilever. And JWT 
CEO Mike Khanna 
has also reiterated 
that Mr Sanjay 
Khosla is not in the running © 
to be his successor. Mr Khanna has 
also pointed out that Mr Kamal Oberoi, 
whom we had identified as senior vice- 
president and general manager in 
JWT's Mumbai office in the report, had, 
in fact, been elevated to the newly- 
created position of the president of 
JWT since January 2002. 
We regret the errors. 
— Editor 


Letters can also be sent to 
editor@bworldmail.com 
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ES (DEBIT 
BOUES 
do that to be 
successful,” 
says 
N. Govindarajan, 
| CEO of Shasun 
Chemicals 


per week as 


š "Ee 23 


Many have predicted the demise of a majority of India's 20,000 pharmaceutical companies after the the prod- 
uct patent regime comes into effect on 1 January 2005. We discover the smart tactics adopted by nearly a 
dozen SMEs that are determined to survive. It's a reminder that for the bravehearts, all is not lost yet. 





Equity Funds 


Despite a spectacular rise in the stock market, several diversi- 
fied equity funds underperformed the market in the last five 
months. But there's a good reason for this. 


A new flight path cii throws its weight behind 
Jet Airways and Sahara Airlines as their proposal of flying 
overseas catches the fancy of the apex chamber. 


back with big plans. Can he revive his 
ill-fated company? In an exclusive 
chat with BW, the Big B expresses 
quiet confidence. 


“We will take small 
baby steps this 


time?" Amitabh Bachchan 
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AB Corp The Shahenshah is — 








Congress Now that Ajit Jogi is in the dock, the party 


_ seems to be changing its stand on chargesheeted ministers. 


Radio veteran radio professional Steve England 
forecasts a bright future for Indian stations. 


Insurance training wna: 
is a Frenchman doing in remote rural 
branches of an Indian bank? He is 
teaching bank officials the basics of 
bancassurance, of course. 


« Jean-Pierre Lepaud 


Hospitals vs TPAs The health insurance 
business in India sees a new battle brewing. 


IDBI Bank vet another senior official leaves the 
organisation, making life even more difficult. 


Matrix on IMAX The latest Matrix sequel on 
IMAX promises to be a novel cinematic experience. 
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34 [he Biotech Bet 


Chairman Habil 
Khorakiwala has pushed 
Wockhardt ahead in the 
biotech race. But can 

he keep the momentum 
from flagging? 


Habil Khorakiwala » 


30 PPF should the public provident fund scheme be al- 
lowed to continue in its current form? Our panel of experts 
discusses the issue. 


50 Interview 

"Online advertising is able to influence 
just about every marketing goal that we 
have set out to measure" 

Rex Briggs, Principal, Marketing Evolution 





IN VOGUE 


ea Changing Landscape 


How Magarpatta has trans- 
formed itself from an agricul- 
ture-based area three years ago 
into a modern township. 


Satish Magar » 


70 ActionAid This NGO gives a new spin to charity — 
every charitable turn will fetch donors loads of freebies. 


74 Bookmark Neither government nor the market can 
on its own deliver socially desirable outcomes. For that, argue 
prominent economists, you need a mix of both. 





COMMENT 
12 Ashok Desai B.K. Dalal claims to 


have made his money in the stockmarket. 
Some stocks he is putting his money on. 


ON THE CONTRARY 


54 Mahesh Murthy The last column 
(on the worth of an MBA degree) strirred a hor- 
net's nest. This time he answers the hornets. 
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| [must say that I was a bit scep- 
| tical about his claims but I gave 


| story. Eventually, Rajeev got 


| math, and assistant editor 
| T. Surendar picked up the 


| list of small pharma compa- 





i Businessworld 





Small and nimble 


IX weeks ago, at an edit meeting, we were discussing 
Ranbaxy Laboratories, which was slated to go on 
our cover soon. (It graced our cover in the issue 
dated 29 September). During the discussions, I re- 
marked that only a handful of the Indian pharma- 
ceutical companies — Ranbaxy, Dr Reddy's, Wockhardt, Cipla 
and one or two others — were ready for 2005, when India 
would move into a product patent regime. The rest ofthe com- 
panies, I said, were sure to die quickly once the rules of the 





| game changed. 


Senior editor Rajeev Dubey took issue with this. His con- 


| tention was that dozens of small and medium pharma com- 


panies, too, were working out their own strategies to survive 
and flourish in the new regime. He said that it was the great 


, untold story in the Indian pharma sector. 


Businessworld 


him the go ahead to explore the 


Elder Pharma, 


Innov th 
Dist nan Pharma, Manet 
wanules India, 


Internatio SMS 
rasun ( hemic: s 


sidetracked into another proj- 
ect but principal correspon- 
dents Gina Singh and Gauri Ka- 


gauntlet and came up with a 





nies that had worked out smart 
strategies for the post-2004 
world. These were companies with names like Elder Pharma- 
ceuticals, Dishman Pharma, Innovasynth Technologies, Ma- 
trix Labs and Shasun Chemicals. A couple of them boasted 


| revenues of around Rs 400 crore but most of them were 
| sub-Rs 100 crore in terms of sales. What was striking about the 


list was that each company had clearly thought out a strategy 
and had taken steps to implement it. They had aligned their 
operations to be in perfect sync with their chosen strategies. It 
is quite an amazing story that Gina, Gauri and Surendar have 
come up with. 


While on the subject of pharma, read also about Wockhardt's 


| biotech bet. That is on page 34. This issue of BW is not just 


about the pharma industry though. Dont miss the Amitabh 
Bachchan interview on page 20 where he talks about his new 
plans for AB Corp. And on page 70 is a delightful story on how 
these days even charity needs to be marketed on sound com- 


mercial terms. 
Coser it . 


PROSENJIT DATTA, EXECUTIVE EDITOR 
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Ashok V. Desai is 
consultant editor of 
Ihe Telegraph 


He says 
he made 
his 
fortune in 
the stock 
exchange. 
All I can 
vouch for 
is that he 
lives well 
without 
doing any 
work, and 
has done 
so for 
decades 


y ashok v. desai 


Dalal's tips on 

















stocks to buy 


HUPA, otherwise known as B.K. 
Dalal, used to be a cricketer once; 
so he did not study too hard. In- 
stead, he borrowed my notes and 
got better marks than I. Then he 
worked for a while in Godrej; that was the time 
when he started taking me to the races. I had 
come back from Cambridge, so he thought I 
must have brains. He wanted me to work out a 
system. I did. It worked for a session or two, 
then it failed, and he lost all the money he had 
putin. So I improved the system. It, too, worked 
for a while, and then wiped out his capital. So it 
went on for two years. Finally, I had what I 
thought was a foolproof system. Just then, he 
stopped financing my losses: he said my sys- 
tem was too complicated. 

Anyway, he continued to bet on stocks. To- 
day he is a gentleman of leisure; he loafs about 
in Colaba on weekdays. On weekends he goes 
to Lonavala and contemplates his garden. He 
says he madehis fortune in the stock exchange. 
All I can vouch for is that he lives well without 
doing any work, and has done so for decades. I 
have his word that his good fortune is due to the 
stockmarket. He is not front-running; he is 
holding all the shares he recommends. 

He has just sent me a few tips which I would 
like to pass on to my readers. I do not guarantee 
that they will become millionaires in his foot- 
steps. I would repeat the Sebi-enjoined injunc- 
tion that share prices go up as well as down, and 
that itis possible for one to lose ones shirt. 

FDC Rs 48: This pharmaceutical company 
is promising. It should double its profits. EPS 
last year was Rs 4.13; it should exceed Rs 6 this 
year. Price should go over Rs 60. 

Foseco India Rs 180: Owned 60?6 by Bur- 
mah Castrol; public shareholding only 12.596. 
Produces foundry chemicals; the auto boom is 
helping it. Impressive rise in labour productiv- 
ity: it cut down staff costs by 20% in the first six 
months of 2003. Last year’s EPS: Rs 16.69; 
should go up to at least Rs 20 this year. 

Burroughs Wellcome (India) Rs 460: EPS 











last year Rs 38.20; at the present rate of growth, 
it should go over Rs 55. 

Krebs Biochemicals Rs 170: This small com 
pany, which produces active pharmaceutical 
ingredients, more than doubled its sales in the 
first quarter of this financial year. EPS of Rs 
24.79 should rise to at least Rs 30 this year. 

Madhav Marbles and Granites Rs 23 cum 
Rs 2 dividend: Granites were a sick industry; 
overindebted companies were being sold or 
taken to BIFR. But a revival is on; exports rose 
from Rs 1,400 crore in 2001-02 to Rs 2,000 crore 
in 2002-02. The housing boom is also helping 
Book value Rs 61.20, yield 10%. EPS rose from 
Rs 4.50 to Rs 8.33 in the last two years. 

OCL India Rs 110: Book value Rs 231. Pro 
duces cement, refractories and sponge iron — 
all booming. Last year's EPS Rs 25.76; would rise 
over Rs 60 this year. 

Super Spinning Rs 90: Same management 
as Elgi Equipment and Elgi Tread. Good record 
of steadily rising profits and dividends. Price 
earnings ratio is under four. 

Plastiblends India Rs 48.65: Makes master- 
batches and compounds for the plastic indus- 
try in Daman. Continuously rising profits and 
dividends. 

Rain Calcining Rs 21: This producer of pe 
troleum coke and power was a loss-making 
company; last year it wiped out its accumu 
lated losses. Its EPS was Rs2.91; should go up to 
Rs 4.50 this year. 

GIC Housing Finance Rs 23: It is in the right 
business just now. Last year’s EPS of Rs 3.67 
should exceed Rs 5 this year. 

Hinduja TMT Rs 199: This scrip has been hit 
by the arrest of Samir Arora, and is underpriced. 
EPS of Rs 15.20 should exceed Rs 20 this year. 
Profit last year of Rs 82 crore on sales of Rs 182 
crore — a margin of 45%. 

Finally, my own footnote to BK's counsel: 
when the shares go up, sell them off! And al- 
ways spread your portfolio over 10 shares at 
least, so that if you lose on some, you can make 
up on others. = 
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Ph: 91-44-25388785/25361640. Fax: 91-44-25382772. E-mail: dir-tour@tn.nic.in, 
website: www.tamilnadutourism.org Call: Chennai 91-44-25389857 - Mumbai 91-22-24110118 
* New Delhi 91-11-23745427 * Kolkata 91-33-24237432 * Goa 91-832-2226390. Visit us at www.tn.gov.in 


In our quest for perfection, we go to Egypt for the finest two-ply cottons. To the South Seas for our 


hand-picked and matched genuine ocean pearl buttons. To Germany for our lining and to llaly [or 


our fashion inspiration. The perfect shirt, it would seem, is as rare a thing as the perfect husband. 





OWC aor MAY FIND IT A BIT ODD THAI 


ELIZABETH TAYLOR HAS BEEN MARRIED EIGHT TIMES. WE, ON THI 


OTHER HAND, SALUTE HER UNENDING QUEST FOR PERFECTION. 


ZODIAC 


THE MARK OF A PERFECTIONIS] 





The price swing 
Perfomance of price deciles in two 
different periods of 2003 


May-Sept 


Jan-Apr 


Decile 2003 (%) 





2003 (%) 


I'M <Rs 22 107.5 -6.6 
"M Rs 22-43 58.2 -17.4 
«E Rs 43-70 75.0 -0.1 
i Rs 70-96 76.5 -16.5 
zÆ Rs 96-135 54.4 -6.2 
uU Rs 135-173 79.1 -3.7 
Rs 173-223 61.1 -6.8 
Rs 223-285 56.7 -10.5 
Rs 285-443 43.1 -3.6 
>Rs 443 41.9 -8.7 


Buy beta or perish 


60 Gap in 6M performance of the 
top and bottom beta decile 
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NE would think that a rising 
tide lifts all boats, but if you 
are an equity fund manager 
in India, you'll be right in not 
believing the adage. According to re- 
search done by Morgan Stanley, in spite 
of a spectacular rise in the stockmarket, 
diversified equity funds under-per- 
formed the market in the last five 


HE two private carriers, Jet Air- 
ways and Sahara Airlines, have 
been pushing for permits to fly 


overseas for a long time now. Now, they 


are getting some strong ground sup- 
port. The Confederation of Indian In- 
dustry (CII) has thrown its weight be- 
hind the two airlines' ambition to fly 
overseas. Three months ago, the civil 
aviation ministry had formed a commit- 
tee, headed by former Cabinet secre- 
tary Naresh Chandra, to determine 
whether the two private airlines should 
be allowed to fly international. 

In August 2003, the CII's own civil 
aviation committee made a presenta- 
tion to the Chandra committee on gen- 
eral issues in domestic aviation, like 
airport upgradation. Included in that 
presentation was a strong pitch to let 


EQUITY FUNDS 


Bull markets trip 
up equity funds 


months. The research shows that while 
the BSE 200 rose 60% from the begin- 
ning of May to end September period, 
the average gain of 103 diversified eq- 
uity funds has been approximately 55%. 

This does not mean that fund man- 


agers were asleep at the wheel. The re- | 


search demonstrates that the market is 
now rising in all directions. High Beta 
and penny stocks (low-priced stocks) 
are two categories of stocks that have 
been enthusiastically buoyant. Beta of a 
stock measures how high a stock jumps 
each time the market sneezes. High 
beta stocks jump high even ifthe market 
merely sniffles and, therefore, are con- 


sidered risky for a portfolio. High beta | 


stocks lagged the market till May this 


year. Then they started rising, and how! | 


In the last six months, stocks with high- 
est beta have delivered twice the returns 
of lowest beta stocks (see 'The Price 
Swing’). 


Fund managers have also been | 





stocks have risen rapidly. So much so 
that they have delivered returns of 
107.5%. The lowest priced stocks have 
outperformed all other stocks by almost 
50% (see ‘Buy Beta Or Perish’). Till April 
this year, the gap between these two cat- 
egories was just 1.5%. 

Adding insult to injury is the fact that 
fundamentals based investing has 
proved injurious to fund managers’ 
health. The stocks of companies that 
have good fundamentals rose much less 
than those of companies whose funda- 
mentals were suspect. The time period 
between February and March was great 
for stock pickers as almost 45-80% of the 
stocks under-performed the market. 
From July onwards, the number of 
stocks that under-performed the mar- 
ket was approximately 10-15%. The re- 
search concludes with words of caution: 
“Quality stocks...will pay off well even 
when the dust settles down.” Don't let 
the amazing rise of the worthless stocks 


caught unawares by the rise in penny | seduce you. s 
stocks. In the last five months penny | SHISHIR PRASAD 
AIRLINES 


CII lends support to Jet, 
Sahara's overseas plans- 


DILEEP PRAKASH 
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POLITICS/ CONGRESS PARTY 


A volte face 


HE compulsions of realpoli- 
1 tik have finally caught up 

with the Congress. The party 
knocked the bottom out ofits 
morality plank this week by refus- 
ing to ask Chhattisgarh chief min- 
ister Ajit Jogi to resign after the CBI 
filed charges against him for forg- 
ing papers giving him a Scheduled 
Tribe identity. This is the same 
party that has run a boycott cam- 
paign against defence minister 
George Fernandes for one year for 
remaining in the saddle despite 
being named in the quasi-judicial Tehelka probe. The Congress has also periodi- 
cally attacked the Vajpayee government for retaining L.K. Advani and Murli 
Manohar Joshi as ministers although the two were co-accused in the Babri 
Masjid demolition case. 

The reason behind the party’s abrupt volte face is obvious. It has predicated its 
entire election strategy in Chhattisgarh on one man — Ajit Jogi. With just six weeks 
left for the assembly polls (scheduled on 1 December), the Congress is simply in no 
position to change horses mid-stream. After intensive discussions, Sonia Gandhi's 
kitchen cabinet concluded that the party should get real and go on the offensive by 
rubbishing the CBI charge-sheet as politically motivated. 

Its a double-edged sword, however. More than ever, Jogi has become the focal 
point ofthe Chhattisgarh elections, the main and, in fact, the only issue. It could 
work in his and his party's favour by consolidating the largely tribal population of 
the state behind him. On the other hand, it could boomerang by harnessing the 
anti-Jogi sentiment behind the BJP It's a risk the Congress seems willing to take, 
mainly because it doesn't have any other options. 

ARATI R. JERATH 


private airlines fly overseas. Saroj 
Datta, executive director of Jet Airways 
was also part of the Cll group that 
made the presentation before the 
Chandra Committee. 

Cil’s argument is simple. Most of 
India's reciprocal bilateral flying rights 
lie unutilised. Indian carriers use just 
26% of their entitlement since the na- 
tional carriers simply don't have the 
aircraft to fly international routes. As a 
result, Indian Airlines and Air-India, to- 
gether, have less than 35% of the mar- 
ketshare in international traffic. 

Therefore, CII argues, why give out 
precious revenue to foreign carriers 
like Singapore Airlines or Qatar Airways 
when Sahara and Jet could be provid- 
ing the same service. Another argu- 
ment was that foreign airlines tend to 


promote home countries as a tourist 
destination and not India. Says a 
source at the hearings: “Cll's position 
was that at least let the carriers fly the 
regional routes initially, like the Gulf." 

The Chandra Committee was 
meant to give its decision by the end 
of September, but now a decision is 
expected by November-end. 

Jet is raring to go and, indeed, its 
last two Boeing acquisitions are suit- 
able for long haul flights. The first op- 
tion would be to fly on the Middle East 
routes. About 4.5 million of the 12 mil- 
lion passengers that fly international 
are on the Gulf routes. Another option 
would be to fly on the South-East 
Asian routes, which accounts for an- 
other 2.5 million consumers. 5 

RADHIKA DHAWAN 
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Statistical 
gains 


HE Nobel Prize for 
T Economics this year has 

gone to Robert F. Engle 
(top) of the US and Clive Granger 
of the UK — two relatively 
unknown names outside the 
economics community. Much of 
their work involves fairly advanced 
statistics. Essentially, the two 
provided economists with tools to 
analyse data in a more 
meaningful way. 

Economists always had to as- 
sume that any type of economic 
indicators (like exchange rates) 
show the same kind of 
variation year after 
year. That’s not really 
true. The rupee, for in- 
stance, has always 
tended to be fairly sta- 
ble for months against 
the dollar and then 
falls or rises very 
sharply in a short time 
span. Engle’s contribu- 
tion was to come up 
with tools, which would 
help economists 
analyse data that be- 
haved in this fashion. 

Also economics 
predicts the movement 
of the rupee based on 
changes in fundamentals like in- 
terest rates or inflation. True, if you 
look at the rupee's movement 
over, say, a few years. But using 
economic fundamentals to explain 
the rupee’s movement on a day- 
to-day basis is meaningless. There 
are too many short-term influenc- 
ing factors. Companies like Re- 
liance, for instance, may buy and 
sell large amounts of dollars on 
any given day causing the rupee to 
move up or down sharply in a way 
that is exactly the opposite of what 
fundamentals would predict. 
Granger developed tools to 
analyse such types of data. » 

AVINASH CELESTINE 
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The Metro Rail can Silent, efficient escalators work Wide open spaces and 
reach a maximum speed of tirelessly, transporting thousands more leg-room make for 
upto | 30 kmph. of people everyday. a comfortable journey. 





Braille maps. Wheel chair ramps. Air-conditioning 
by Voltas. Finally, train travellers will have 


something to talk about besides the weather. 


It's not the Orient Express, it's better. hand, promise to make the wait as rewarding responsible for setting-up intelligent sytems, 
The stunning new Hong Kong Metro Rail is as the journey. From conveniently located ranging from fire protection to 

all set to change the way the city moves. ticket vending machines to silently efficient air-conditioning, and from waste managemefit 
Passengers can look forward to high-speed escalators, they are certain to become to the entire plumbing. All designed to 

trains that will cut travel time by half. a talking point for commuters. And keeping take on a load of thousands of people every 
Thoughtfully designed stations, on the other them cool all along is Voltas. The people day. Even help them break the ice. 


To adjust to varying passenger loads at stations, Voltas uses a unique Intelligent Cooling System 
for optimum results. With our expertise, we can effectively cool from the smallest to the largest of spaces. 


Contact us if you have a project of any size or shape. We'll talk sense. 


50 YEARS OF INTELLIGENT COOLING VOLTAS 





Regd. Office: Voltas House A, Dr. Babasaheb Ambedkar Road, Chinchpokli, Mumbai 400 033. Tel: 022 56656666. www.voltas.com 
EuroRSCG/Voltas/633B/03 


THE first time I met Amitabh 
Bachchan was in late 1995, at Uday Ko- 
tak’s office in Bombay's Nariman Point. 
He said: "Hello, I am Amitabh 
Bachchan." I said: "Hello, I am D.N. 
Mukerjea. " The superstar had in those 
days just created Amitabh Bachchan 
Corporation (ABCL), the first attempt 
at putting together a Hollywood style 
entertainment company in India. Ko- 
tak Mahindra was handling ABCLS 
private issue. Bachchan described how 
ABCL would do many things under one 
roof — make movies and serials, have a 
music label, manage shows and so on. 
Most importantly, it would be run by 
professional managers inducted from 
advertising firms and FMCG outfits. 
BW decided to put Bachchan on its 
cover in November 1995. Here, after all, 
was a living icon trying a bold and 
visionary effort. 

I met Bach- 
chan a few times 
subsequently. One 
meeting at his house 
was particularly 
memorable — our 
photographer, used to 
shooting wooden, cor- 
porate subjects asked 
Bachchan not to be con- 
scious in front of the 
camera. He deadpanned: 
"T ll try not to." I still dine 
out on this story. 

At that time, Bachchan 
appeared ill-at-ease fielding business-re- 
lated questions. Typically, he would pass 
them on to his CEO Sanjiv Gupta (cur- 
rently the head of Coca Cola India). 
ABCL was a spectacular failure. Mired in 
debt, Bacchans reputation became mud. 
But like his reel roles he has bounced 
back. And, today, he wants to breathe life 
back into a company that had been given 
up for dead. ABCL, now rechristened AB 
Corp will be launched on his 61st birth- 
day on 11 October. 

He spoke to BWs senior editor, media 
Vanita-Kohli Khandekar and me from 
Marrakesh on his plans for his company 
now. This time, he fielded all the ques- 
tions with aplomb. It seemed as if a CEO, 
with years of experience in corporate In- 
dia was speaking. Excerpts: 
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h. 


BACH 





m On the second coming of ABCL? 
We went through a very tough time at 
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INTERVIEW 
AMITABH 
BACHCHAN 


From 








ABCL. The company was in 
the red.... A lot of my advisers 
urged me not to start things 


against their advice. For me, 
taking care of the liabilities 
isnt enough. My con- 
science wont rest till I paid 
my investors back and 
completed a journey we 
began. 


m Was the model for ABCL right? 

I think the model was faultless. And we 
did fairly well in most things that we set 
out to do. Miss World, unfortunately, 
turned out to be a complete disaster, 
gave us negative publicity and people 
started politicising issues. 





m So this time...? 
We will not wipe out all the vision we 


with small, baby steps and try one or 
two things to begin with. Eventually, we 





would like to get to the complete range | 


of activities planned for ABCL. For 
starters, we are readying to launch a 


also planned. We are also open to al- 
liances and joint ventures, especially in 
areas where we have no competence. 





& Your experience with professional 
managers wasn't too good; what were your 
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all over again. But I went | 
| managers. I don't think too many peo- 


movie Ranveer soon. Two more films are | 
| when you needed a valuation, you had 


























learnings from that? 
Ithink we were a little ahead of our time. 
Then, I was clear that to make a differ- 
ence, ABCL had to have professional 


ple even understood what we were at- 
tempting. Today I realise that I had given 
my managers too much of a free hand. I 
should have pressed for more account- 


| ability. This time, all strategies will have 
| to be cleared by the board. That doesn't 
, mean [ll be entirely hands on, but will 


ensure that all the ‘ifs’ and ‘buts’ are 
more clearly stated. 


qu Today, there are many more 
companies that are trying to be far more 


_ professional in their approach... 


had for ABCL. But this time we will start | 


I had predicted in 1995 that in 10 years 
the way of working would change. Cor- 
poratisation is the only way forward and 
is the final solution for the entertain- 
ment sector. It's the only way we will be 


_ able to retain our identity against the 





march of Hollywood in India. 


wW Aesc was overly dependent on 
AB the brand... 
Some of that was necessary because 


| to leverage the brand. It won't be entirely 


| 
| 


like that any more. Certain activities like 


| musicortelevision software don't need a 


brand. Also, we are not limiting it to only 
AB,theresJaya,theresAbhishek.. BE 


The only thing in life 
you can be sure of 








There are times when the 
joy of doing business is childlike 
in its purity. When sales 
soar, when profits rise, when 
satisfied customers call. 
We try to stretch these 
mëmants with complicated 
systems and complex research. 
But in fact, it is for just those 
few moments, that we devote 
our lifetimes to the game. 
All the moments, captured 


forever, every week. 


Play the game 
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Capital 


N a speech given in Indonesia 
last week, prime minister Atal 
Bihari Vajpayee mentioned the five 

revolutions that he thinks could 
help make India an economic 
powerhouse. One of these was the 
demographic revolution. India will 
soon be at that golden point when 
a huge part of its population is in 
the working age. A young 
population works more and saves 
more. Research has shown that 
economic growth takes off when 





at its lowest. 

Deutsche Bank economist 
Sanjeev Sanyal has addressed this 
key issue in a recent report on the 
Indian economy. China's 
percentage of working population 
will be at its highest around the 
year 2010, after which it will start 
declining. This could bring down 
China's economic growth rate. 
India's population (and economy) 
will not face this problem for at 
least the next three decades. 

What will this mean? Sanyal 
says that one direct consequence 
Will be a rise in the rate of national 
savings. It will climb to around 30%. 
This will lead to two important 
implications, says the Deutsche 
Bank economist. First, there will be 
a chance to increase investments 
without depending on foreign 
capital. Second, a strong financial 
sector will be needed to ensure 
that money is not misallocated for 
the wrong projects. 


BS 


HILE the International 

Monetary Fund (IMF) seems 
fairly confident about a world 
economic recovery, its sister 
organisation, the United Nations 
Conference on Trade and 
Development (Unctad) has painted 
a far more gloomy picture in its 
latest Trade and Development 


Report. “There is a global glut in 


~ 


| markets are on the upswing. 











IDEAS 


by Niranjan Rajadhyaksha 





both labour and product markets, 
with too many goods chasing too 


| few buyers and too many workers | 
| chasing too few jobs,” says Unctad. | 


The result could be deflation, rather 
than a strong economic recovery. | 
Let's see which global organisation 
has got its predictions right. 


BS 


HERE is enough reason to feel 
gloomy about the prospects of 


_ the world economy, and especially 
the dependency ratio in a country is | 


those of the rich countries. But ! 
there seems to be some glimmer of ` 
hope in Japan, which has been | 
stagnant for almost a decade. 
Growth has picked up and the 


Earlier this month, the Bank of 
Japan released its quarterly Tankan 
index, which measures business 
confidence in the world's second- 


| largest economy. The index is at a 


two-and-a-half year high. Corporate | 
performance, too, has improved, | 
though the real tough reform 


, measures are still half-done. 


Japan has had many stuttering 
starts in recent years, but it has 
never been able to regain the 
earlier dynamism. Will it be 


| different this time round? The world | 
economy has for too long been | 


dependent on one country — the 
US. A proper recovery in Japan will 
help give some welcome balance. 


BS 


HERE is another indication that 
our corporate sector is on the | 
mend. Rating agency Crisil said last | 
week that 16 companies rated by it | 
had a positive outlook. This means  : 
their credit rating is likely to 
improve in the future. In contrast, 
only five companies were assigned 
a negative outlook. Another 144 


| companies have a stable outlook, 


says Crisil. These ratings show that 
the finances of Indian companies 


are getting better. a 
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TRIBHUWAN SHARMA 


RADIO ADVERTISING 


“Say onl 
one thing’ | 


From making jingles to being a radio 
jockey in the UK and the US, Steve Eng- 
land, 52, has dabbled in everything to do 
with radio. He now runs S2Blue, a com- 
pany that produces radio commercials, 
Jingles and soundtracks for TV commer- 
cials. He was in India last week for a se- 
ries of workshops on 'Creativity and ef- 
fectiveness in radio advertising: England 
told BW s Vanita Kohli-Khandekar that 
though there are a lot of restrictions in In- 
dia and the licence fee is too high, it will 
be worth a lot of money 5-7 years from 
now. That is when, he says, you will 
see more variety in radio programming 
because then the stations can begin 
experimenting. 


m On radio's limitations from an 
advertiser’s perspective 

The problem is that advertisers try to 
cram as much as possible in one com- 
mercial. They use radio like the press. To 
make the most of the medium, you 
must say only one thing in one com- 
mercial. If you want to say several 
things, do it over different commercials. 


m On the radio technology with 
maximum promise 

What people look for in radio are people 
who know their city, their locality and 
the idiom of their city. A Radio Advertis- 
ing Bureau survey in the UK found that 
most people regard radio as the most 
friendly and trustworthy media. The 
presenters and station are friends. That 
can't happen with Internet radio, World- 





space or with national radio stations. Ni 








HOSPITALS VS TPAS 


On the warpath 


ESS than a year after third- 

party administrators (TPAs) 

started operations, much ofthe 

excitement has died down. Bat- 
tle lines have been drawn between the 
23 TPAs and the 3,000-odd 
hospitals. The problem is 
hospitals are used to charg- 
ing a hefty fee, often arbitrar- 
ily. They are also used to get- 
ting paid in advance. 

The TPAs have changed 
the way patients interact with 
hospitals. Consumers can 
have cashless hospital trans- 
actions. Once a health insur- 
ance policy is bought, the 
company issues a card to the 
policyholder. When in need, 
the policyholder goes to a 


Network 


hospital on the TPA network. The hospi- 
tal sends the bill to the TPA and the pay- 


months later, 


Now many hospitals in Mumbai and 





Before the advent of TPAs 


Medical 





| cards. 


| Healthcares managing director 


After the advent of TPAS 





tts 
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Delhi are toying New 
with not accept- fau, 
ing the TPA | 
Says | 
Mumbai-based = 
Paramount 


Nayan Shah: “TPAs, in some cases, have 


| been giving pre-approval for a line of 
ment is released — sometimes 2-6 | 


treatment and later refusing to give the 


| money. They also question the treat- 


ment given to the patients." 
Mumbai's Hinduja Hospi- 

tal now seeks a security de- 
posit from the TPAs, "Thanks 
to this our position is not so 
bad," says head (operations) 
Anupam Verma. But, the 
coming of TPAs has led to 
spin-offs. Says Arun Roy, 
managing director, Family 
Health Plan (an Apollo Hospi- 
tal subsidiary): "Many small 
nursing homes on our net- 
work are upgrading to meet 
the larger patient inflow” — 8B 
GINA S KRISHNAN 
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{DIPLOMA IN TRAINING 


DISTANCE LEARNING (CORRESPONDENCE) COURSE. 





Recognised by Govt. of India, Ministry of HRD 
ADMISSION TO L (30 Baten: 





DEVEI 


commencing f from Ist. st January ET | 


DURATION : 18 Months (6 Papers followed by fresh Report) 


EXAMINATION CENTERS : Bangalore, Baroda, Bhopal, Bhubaneshwar, Chennai, Chandigarh, 
Delhi, Guwahati, Hyderabad, Jaipur, Jamshedpur, Kolkata, Lucknow, Mumbai, Nagpur, Neyveli, Pune, 


Ranchi, 





Silvassa, Trivandrum, Visakhapatnam and Udaipur. ISTD has 39 chapters all over India. 


FEE CONCESSION : 20% for Armed Forces Officials and SC/ST Candidates. 


PLACEMENT SERVICES : Available on completion of Diploma in Training & Development 2 


INCHARGE (Diploma Programme) 
INDIAN SOCIETY FOR TRAINING & DEVELOPMENT 
B-41, Institutional Area, New Mehrauli Road, New Delhi-110016 Ph.: 011-26867710/26857157 
Fax: 011- 26867607 E-Mail: istd@ren02.nic.in Website: www.istddiploma.org 


Chairman, Dinloma Board: Dr. Vinayshil Gautam 








HE departures from the senior 
ranks of IDBI Bank continue. 
Barely a couple of months af- 





ter taking over as chief execu- | 





tive of the bank, Ajay Bhimbhet has quit. | 


He is to take over as head of retail at the 
Abu Dhabi Commercial Bank in the 
Middle East. Sources say the latest exit 


was sparked off by the uncertainty | 











IDBI BANK 


Another one 
bids adieu 


within the bank over who would be the | 


next CEO. Bhimbhet is reported to be 


miffed as he was only the acting CEO. He | 


couldnt be reached for comment. 


Moving to stem any further possible | 


departures from the bank (sources say 
another senior executive is on his way 
out), the board is reported to have for- 
warded a set of names of possible CEOs 
to the Reserve Bank of India. Bhaskar 


Ghosh, currently managing director of | 


IndusInd Bank and Nageshwar Rao, 
chief of IDBI Capital are said to be 
among the names on the list. 


Gunit Chadha, who was chief execu- | 





tive of IDBI Bank till August, quit after 
uncertainty over whether IDBI would 
merge itself with the bank it promoted. 
Foreign investors had stipulated that 
they would only put money in the bank 
(which was running short of capital to 
grow), if the merger didn't happen. 
Bhimbhet, who was head of retail at the 
time, took over as acting CEO. “The IDBI 
management has made it clear that a 
merger is not on the cards as of now,” 
says a former employee. The current 
uncertainty within the bank is over who 
the new CEO will be. * 

AVINASH CELESTINE 





INSURANCE 


French connection 


Naremote Gramin Bank branch in 

rural Uttar Pradesh, 25 bank clerks 

are gathered around a table. They 

are listening raptly to a French- 
man, Jean Pierre Lepaud, who is ex- 
plaining the difference between indi- 
vidual and group insurance. To illustrate 
his point, Lepaud shows images of a car 
and a bus on his laptop. In the next few 
hours a metamorphosis of sorts hap- 
pens. The reserved and self-conscious 
group of bank clerks opens up, shooting 
questions at Lepaud. By the end of the 
day, even those who have never spoken 
in front of a group have made their first 
presentations. 

Lepaud is on deputation from 
Cardiff, SBI Life Insurance' parent, in 
France. His brief is to formulate training 
programmes for its agents and banking 
staff to sell insurance products through 
the bancassurance route. Lepaud has 
already converted many agents into 
trainers, but is looking after the bancas- 
surance training himself. "Bank clerks 
are not used to selling or servicing cus- 
tomers. I want to change the ‘what do 





you want attitude to a what can I do for 
you one,’ says Lepaud. 

This is no mean task. At SBI, typically 
a certified insurance facilitator (CIF) — 
a banker trained to sell insurance prod- 
ucts through bancassurance — is a clerk 
working in any ofits branches across the 
country, or with an associated bank (like 
the State Bank of Patiala) or a Gramin 
Bank. In most cases, he is barely a grad- 


| uate. "Most of them don't even know 


. what an endowment policy is, or how 
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J.P Lepaud: teaching the bancassurance way 
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| returns are calculated,” says Lepaud. 


For Lepaud, who has been an In- 
spector of Life Insurance with Cardiff 
and has been selling insurance prod- 


| ucts to a network of insurance advisors, 


financial consultants and notaries, this 
isa challenge. "I am a banker myself and 
I know how our species works. We are 
used to selling home loans, that too 
when a customer comes asking for it, 
but we are not used to pitching for an in- 
surance product." So far, he has man- 
aged to train 662 CIFs across four met- 
ros and far flung towns like Trivandrum, 
Patiala, Hubli, Gulbarga and Siliguri, on 
how to target customers in their 
branches, make presentations, close a 
deal and service customers. 

Why a French trainer, 
you may wonder? Here 
are two possible answers. 
According to R. Krishna- 
murthy, CEO, SBI Life, 
since all insurance in 
France is sold through the 
bancassurance route, it 
was logical to fly in a 
French trainer. And here is 
what Lepaud has to say: 
"The message is always 
stronger if a foreigner 
gives it." E 
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ENTERTAINMENT 


Reloading 
Matrix on IMAX 


HE two Matrix films have already been run- 
away successes, building up cult followings 
worldwide. The sequel, The Matrix Revolutions 
releasing next month, promises to be bigger 
and better. Can it get any more spectacular? Yes, IMAX Ad- 
labs has plans to release The Matrix Revolutions in India in 
its exclusive IMAX film format. Says Pooja Shetty, director 
Adlabs Films: "IMAX has been holding talks with Warner 
Bros. about releasing The Matrix Revolutions in India as an 
IMAX film." With visual images stretching as high as eight- 
storeys and 12,000 watts digital surround sound, this will 
blow away any extended DVD or Dolby stereo experience. 
The Matrix Revolutions has been subjected to 
IMAX Corps (Digital Re-Master- 
ing) DMR technology that . 
enables conversion of reg- 
ular 35-mm films to 
IMAX's 15/70 format. An 
average offour DMR films 
will be processed every year. 
There is talk that Harry Pot- 
ter and the Philosopher's 
Stone or Lord of the Rings 
could hit IMAX domes 
next summer. This makes 
it seem like IMAX has a 
winner on its hands. 

There are possible pit- 
falls, though. The cost of 
converting a standard film 
into a DMR formatis 
monumental, anywhere 
between $2 million and $4 million. Recovering these costs 
could prove to be difficult in India where IMAX has not yet 
received mainstream acceptance for a couple of reasons. 
First, till the release of Apollo 13 (in early October), IMAX 
films hadn't ventured beyond documentaries or cartoons, 
catering to a relatively small target audience. Second, the 
premium pricing deterred the average filmgoer from explor- 
ing IMAX as an entertainment option. After two years in In- 
dia, it has hardly set the box-office alight, with occupancy 
levels of 30-3596. Says Shetty: "The screening of Hollywood 
blockbusters should give IMAX a wider audience base. Al- 
ready, Apollo 13has pushed up our occupancy rate to 55%.” 
Right now, though, there are no plans to screen Hindi films 
with "the IMAX experience" 

But come December, if all goes well, get ready to put on 
your black patent leather jackets, sunglasses and dodge the 
bullets as you prepare to get assaulted by Neo and Co. This is 
one matrix that you wouldn't want to get out of! om 

IRSHAD DAFTARI 





Keanu Reeves (top) and the 
IMAX Dome in Mumbai 
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FROM January 2004, all new en- 


trants to government service will be 


. covered by a new pension scheme. 


- (Theold one will still be applicable 


. toexisting employees.) The new 
. scheme doesn't promise fixed re- 
turns like the existing scheme. In- 


stead, it offers people the flexibility 


— to choose from various fund man- 
agement options that have differ- 
ent equity and debt components. 
. Thereturns will be based on what 
A that fund has generated over a pe- 
riod. Thus, the new scheme does 
not guarantee you the minimum 
returns that the current scheme 
does, but it offers you a chance of 
getting higher returns than that. 
Thenew scheme is based on the 
recommendations of the OASIS 
- (Old Age Social and Income Secu- 
 rity) Report on pension reforms 
. that was submitted to the prime 
- minister in January 2000. This re- 
port said that the days of offering 


guaranteed returns over 20 years or 


. more was over. After the new pen- 
- sion scheme is rolled out, the gov- 

- ernment is expected to reform the 
Public Provident Fund (PPF), an- 
other popular guaranteed return 


scheme offering tax-free returns of 


8%. The OASIS Report also said 
that the PPF in its present form 


_ should be discontinued. That’s be- 


_ cause it had started off with the 


goal of ensuring social security, but 
became more popular as a tax-sav- 
ing instrument. Should the PPF be 


scrapped? Or should it continue 


with some modifications? Four ex- 


perts share their thoughts... 


Should the P p F in its 
Retained or 








get the money to pay such 
juicy returns? It borrows 
from the public at less 
than half the rate the 
investor receives, or 
around 5.596 per an- 
num. Thus, a 696 sub- 
sidy for the rich is fi- 
nanced by taxes 
obtained from the rest. 
This first such financial 
market scam run by the govern- 
|: is believed that financial market | ment was the Unit Trust of India's (UTI) 


URJIT 
HALLA, 


MD, Oxus Research 
and Investments 


“The PPF is not 
for retirement; it 
is used as an 


investment 
vehicle instead” 






scams happen due to lack of proper | US-64 where investors were compen- 

regulation. But such scams, atleastin | sated for lending to the government 
developing economies, originate in the | with a return of over 1496! If rich indus- 
public sector. Also, these scams tax the | trialists invested in an equity mutual 
poor to subsidise the rich. The PPE as | fund run by UTI, they were given 1496 
currently administered, is such a scam. | returns! Given that the stockmarket has 

The PPF scheme is a fantastic sub- | gone nowhere for a decade, this was the 
sidy for those allowed to enter its privi- | best investment. This Ponzi scheme 
leged gates. This is due to several rea- | (borrowing Rs 10 from one and lending 
sons. First, this scheme is not for | Rs 14 to another) failed in September 
retirement, but is used as an investment | 1998 when this scam was found to be a 
vehicle. Most PPF accountholders are | result ofthe East Asian financial crisis! 
allowed to exit earlierfor several reasons But what can a ‘poor’ rich investor 
— housing, education, marriages and | do now? She can invest in scam savings, 
funerals. Most of them do exit beforere- | misleadingly known as ‘small savings’. 
tirement — so it is a brazen lie that such | Again, the government borrows at 5.5% 
schemes are only for post-retirement. and the rich individual obtains a higher 
Second, only a small percentage of | return of about 10-11.596 gross of taxes. 

the workforce of around 350 million is | Unfair, did you say? Maybe, but last year 
covered by schemes like Employees | such savings attracted more than Rs 
Provident Fund (EPF) and PPE Thus, | 100,000 crore — almost 5096 of the total 
only members of the richest 5-10% of | financial savings in the system! 
the population invest in PPE But what | The solution is not to tax the poor, 
returns are available to this wealthy | and especially not to tax them to pay the 
elite, about half of whom are sacrificing | rich. But that is what rapacious govern- > 
personal fortunes by working for the | ments do “in the name of the poor". So 
country and its government? Returns | the next time you think the PPF should 
are commensurate to fit the sacrifice — | be allowed to continue in its present 
tax-free returns of 8% for PPF and 996 for | form, just think if it is fair to subsidise the 
EPF or about 10% and 11.5% gross of | rich? Why not let them get returns the 
taxes. And where does the government | old-fashioned way —byearningit W 
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BARDWA, 


MD, Invest India 
Economic Foundation 


"The PPF doesn't 
meet its main 
aim of providing 
old-age income 
security" 


has been traditionally excluded 

from pension provisions. The PPF 
was introduced in 1968 with the aim of 
filling this gap and providing informal 
sector workers with a facility to accu- 
mulate retirement savings. Over the 
years, PPF also served as a source of 
high-cost funds for state governments. 

In the OASIS Report (2000), we rec- 
ommended that the PPF be discontin- 
ued. This was prompted by two ques- 
tions: (a) is the PPF serving as an 
instrument for old-age income secu- 
rity?, and (b) is it being used by the in- 
tended audience? The PPF has several 
fundamental design flaws like: 
(a) Misdirected tax benefits and poor 
coverage: The PPF offers attractive tax 


T= unorganised sector workforce 


exemptions as an incentive for partici- | 


pation and contributions. We can as- 
sume that a majority of PPF accoun- 
tholders are formal sector workers who 
are taxpayers. An exclusive focus on tax 
benefits as an incentive for coverage to 
informal sector workers is misplaced — 
the PPF covers barely 196 of Indias work- 
force even after 35 years of existence. 

(b) Low terminal accumulations: A PPF 
account permits partial withdrawals af- 
ter five years and matures in 15. This pe- 
riodis inadequate to generate meaning- 








form be 


crapped? 


ful terminal accumulations. 


also reduce savings. 


mulations are stunted 


no provision for profes- 


and the corpus of assets isn't visi- 
ble. The cost of this borrowing to the 


government is higher than the direct re- 


enues are factored in. 

(d) No choice: PPF doesnt let people al- 
ter their risk-return profile according to 
their age or willingness to assume 
greater or lower risk with corresponding 
returns. This limits one’s ability to max- 
imise terminal accumulations. 


| 
x turns when forgone income tax rev- 





tax-exempt. But annu- 
ities are taxed as in- 
come in the hands of 
the recipients. This en- 
courages workers to 
bear the risk of outliv- 


Chief 





ingretirementsavings. “The reforms 
The PPF is only a cannot deal 
di -t , tax- Á 1 

medium-term, tax-pre- With the prob- 


ferred deposit. It does 
not meet its main aim 
of providing old age in- 
come security to infor- 
mal sector workers. The government's 
new pension scheme will cover new 
Central government employees and in- 
formal sector workers. This has some 
| similarities with the PPE Both target in- 
| formal sector workers, both are volun- 

tary and work with individual accounts 
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Premature withdrawals | 


(c) Reducing rates of | 
return: Terminal accu- | 


by lowering adminis- | 
tered returns. There is | 


sional investment of an- | 
nual accretions into the PPF | 


(e) Lump-sum withdrawals: In PPF | 
lump-sum terminal accumulations are | 


GOSWAMI, 


Economist, Cll 


lem of the ‘stock’ 
of pension funds” 


PUBLIC PROVIDENT FUND 


administered through banks and post 
offices, they have similar tax incentives 
and limits, and both have no limits on 
the size or periodicity of contributions. 
The government should put a freeze 
| on opening new PPF accounts and on 
new contributions into existing ac- 
counts. Existing accountholders could 
be allowed to convert their accounts 
into Individual Retirement Accounts 
(IRAs). They could have an option of di- 
verting their PPF balances and future 
contributions to their IRAs. But the cur- 
rent commitments on existing PPF ac- 
| counts would be met for all persons 
who do not opt for the facility to switch. 
This would result in professional 
management of assets, a choice of 
products and fund managers and mar- 
ket-related returns. This would help 
people get higher returns and signi- 
ficant accumulations. They will also 
stand to benefit from the low fees and 
improved services. 











HE Central government seems to 
T have become aware of the huge 

pensions problem of its vast 
bureaucracy. It has promised to reform 
| thepension system; all new entrants will 
have fully-funded pensions without 
assured returns; the system will have an 


independent regulator; and, with some 


AN 





scheme with a more realistic 


dept PUBLIC PROVIDENT FUND 


luck, we should be seeing new and 
modern pension funds making their 
foray into India. That's the good news. 

However, these reforms, if imple- 
mented, will deal with the flow of new 
pension liabilities. It doesn’t, and can't, 
deal with the serious problems related 
to the ‘stock’ of pension funds. By that I 
mean civil servants who have been em- 
ployed until a year ago, and who are, 
contractually, part and parcel of the old 
scheme. And that's the bad news. 

The stock is steadily going bust. To- 
day, a civil servant who was employed 
about 25 years ago is contractually ob- 
ligated to receive 9% per year, post-tax. 
That translates to about 11.5% per an- 
num pre-tax. PPF offers 8% tax-free re- 
turns (about 10% pre-tax) and is open to 
the informal sector also. Now, whatis in- 
vested in these schemes — or the liabil- 
ity of the funds — is invested in select se- 
curities. By law, the bulk of it has to be in 
Central and some state government pa- 
per. With interest rates falling the way 
they have over three years, the average 
earning of the funds on their liabilities is 
around 7%. Add to that 1% or so as cost 
of operations. The average post tax pay- 
out is 9%. So, the simple arithmetic is 
that, on an average, the government's 
pension funds are losing around 3% on 
every rupees worth of liabilities. In 
short, itis progressively going broke. 

At the margin, things are even worse. 
For a rupee that goes into such a fund 
today, the average return is less than 596. 
The post-tax payout is still 9%. If you 
add the 1% intermediation cost, the 
marginal loss is 596. And if the marginal 
loss is more than the average loss, then 
the average loss gets worse over time. 

Given the huge stock of pension lia- 
bilities, India's system is akin to a Ponzi 
— albeit guaranteed by a chronically fis- 
cally deficit sovereign. Remember the 
discredited chit funds which promised 
30% returns? The initial investors got 
their money back, financed by the funds 
deposited by subsequent investors. 

These funds collapsed as they of- 
fered assured returns that were greater 
than what they could possibly earn. 

Do you now see the similarity be- 
tween those chit funds and the stock of 
our pension liabilities? I’m sure you do? 
But does Mr Sahib Singh Verma? And 
here lies the rub. E 


iH MAS, 


Assistant 
Professor, IGIDR 


"Money paid 
into the PPF 
goes into the 
government’s cof- 
fers and is spent" 


objective of providing unorganised 

sector employees with old-age 
income security. Ideally, this requires 
employees to set aside — and invest — 
income during their working life to use 
after retirement. Today the PPF is an 
investment scheme that employees 
invest in for the wrong reasons. The 
main reason being that the government 
assures a high rate of tax-free return. The 
PPF scheme offers 8% for an investment 
that is locked in for at least six years. In 
contrast, a 10-year Government of India 
bond today yields around 5.5%, but it is 
not tax-free. This is a significant 
difference in yields! 

Through the PPE the government is 
giving away 8% tax-free returns whereas 
it could be spending only 5.5% taxable 
instead. This is, thus, the costliest 
method through which government is 
raising funds. 

The PPF is not a normal pension 
scheme — it is a ‘pay as you go scheme’. 
Money that goes into the PPF goes into 
the coffers of the government and is 
spent as usual. When payments have to 
be made, they come out of general tax 
revenues. No asset corpus is built up. 

The poor pension accumulation as- 
sociated with the PPF is due to early 
withdrawals. Half the accumulated 
funds can be withdrawn from six years 
onwards, with no tax impact. 

So the assets just do not build up; 
typically, the funds are withdrawn for 
liquidity needs (like paying for children's 
education or marriages). The social se- 
curity safety net promised by the PPF 
has become more of a tax-saving 
scheme. 

There is a need to highlight the lack 
ofan old age safety net for the unorgan- 
ised sector. A secondary issue is whether 
it can be implemented through reform 
or by a complete replacement the PPF 


T» PPF was set up with the 
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social security system. 
Unlike pension 
schemes for the organ- 
ised sector, where em- 
ployers and employ- 
ees are mandated to 
save, and have easier 
access to existing finan- 
cial infrastructure, a PPF 
or PPF-like system will have 
to put extra focus on merely en- 
suring similar access to employees in 
the unorganised sector. It will have to 
ensure that: 
(a) Individuals can contribute, maintain 
and access their accounts; 
(b) They have easy mobility of accounts 
across employment changes; 
(c) There is a good disclosure of the 
funds and returns obtained. Individuals 
will want to monitor their own accumu- 
lations, across employer changes; 
(d) The funds are safe in terms of good 
accounting and governance of the fund 
management. This should ride on the 
improvements we have seen in mutual 
funds over the last five years; 
(e) The incentives for individual contri- 
butions are based on high returns that 
are feasible rather than those based on 
tax breaks and unsustainable promises 
from the state; and 
(f) There is a reliable means of dissemi- 
nating payouts post-retirement. 

These issues have been taken into 
account in the pension scheme design 
proposed in the reform of the Central 
government pension scheme. Since the 
reforms aimed at providing a mecha- 
nism of old-age income security, not 
just for new Central government em- 
ployees, but also as a platform for volun- 
tary pension savings, several of the is- 
sues raised above have been addressed. 

A viable social security/pension 
scheme rests on two premises: a coun- 
try s employees are willing to forego part 
oftheir current consumption to save for 
their old age, and the country has the fi- 
nancial, legal and regulatory infrastruc- 
ture to help them do so efficiently. 

The design of the new PPF scheme 
enables social systems that allow citi- 
zens to save for old age. This was the 
original aim of the existing PPF scheme, 
and I feel the new scheme provides a 
sound basis for a successful version 
ofthe PPE "n 
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Chairman 
Habil 
Khorakiwala 
has pushed 
Wockhardt 
ahead in the 
biotech race. 
But can he 
keep the 
momentum 


going? 
by Gauri Kamath 


N a muggy July afternoon 
this year, Habil Khoraki- 
wala addressed a hur- 
riedly-called news confer- 
ence at Mumbais Taj 
Mahal hotel. Rumours had 
been rife for some months 
that the Rs 742-crore drugmaker Wock- 
hardt, which Khorakiwala controlled, 
was on the block. The dapper 60-year- 
old chairman smiled. “I am sorry to dis- 


appoint some people who thought the 


company was on sale,” he said. “We are 
here to announce an acquisition.” 


Khorakiwala needn't have bothered | 


with the irony. Earlier in the day, news 
had leaked that Wockhardt had sewn up 
a deal to acquire a UK-based off-patent 
drugmaker CP Pharma. But Khoraki- 
wala obviously could not resist the 


temptation to thumb his nose at the | 


world at large. 
There were some though who were 
probably genuinely disappointed. Mer- 





tti 


Photographs: SANJIT KUNDU 
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chant bankers say that at least one lead- 
ing Indian drugmaker had hoped that 
Wockhardt was on sale. These firms 
wanted a slice of Khorakiwalas pet pro- 
ject — biotech — which incidentally, 
wasn't even 10% of Wockhardt's Rs 742- 
crore turnover last year. 

Khorakiwala first bet on biotech 
over nine years ago. But perfecting the 
technology, producing the drug and 


getting the government permissions | 
took plenty of doing. So when Wock- | 
hardt launched its brand of human in- | 


sulin in August this year, it seemed as if 
the gambit was finally paying off. It is 
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| one ofthe few companies in the world 


to have a recombinant insulin, that is 
not derived from pigs or cattle, but from 
the human gene that is programmed to 
produce insulin. With over 23 million di- 
abetics in India, human insulin is al- 
ready a Rs 250-crore market. And Wock- 
hardt’s entry has shaken things up. 
Faced with the indigenous cheaper 
product, the incumbent multinationals, 
Eli Lilly and Novo Nordisk, have volun- 
tarily taken hefty price cuts of 30-40%. 
Wockhardt’s two other biotech 
launches, a Hepatitis B vaccine in 2000 
and a drug called erythropoeitin (EPO) 


Biotech 


for severe anaemia (seen, for example, 
in patients undergoing chemotherapy) 
in 2001, captured significant market- 
share. The company is completing a 
manufacturing facility that will make 
only biotech products in Aurangabad, 
Maharashtra. 

While three drugs in the market and 
an almost-ready factory might not seem 
like much, it is more than what peer 
group companies have done. For in- 
stance, Ranbaxy Laboratories, the 
country's top drugmaker by sales, has 
yet to bring a biotech product of its own 
into the market. Even now, its focus is on 
licensing technology from foreign part- 
ners. Ditto for Nicholas Piramal which 


Mr Biotech: 


His bet on biotech: 














has until now relied on Swiss partner 
Roche for products. 

The Hyderabad-based Dr. Reddy's 
Laboratories has had a biotech pro- 
gramme for several years, but has only 


one drug in the market. Cipla has still | 
not found someone ready to share tech- | 
nology with it. Biotech start-ups like | 


Shantha Biotech and Bharat Biotech 


have met with initial success, but are | 
constrained by a dearth of capital and | 


marketing infrastructure. The Banga- 
lore-based Biocon is some months 
away from insulin, its first product using 
advanced, recombinant biotechnology. 
Unlike chemistry, which Indian scien- 
tists have mastered, recombinant 


Ahead of the pack 


Twelve biotech drugs with global sales of $13.5 billion are going off-patent 
by 2006. Unlike chemistry, competition in some of these drugs is less intense 


Brand name Generic name cs P on) Mi ims | 
Epogen/Procrit Epoeitin Alfa 5,772 2004 | 
Neupogen Filgrastim 1,533 2006 | 
Humulin Human Insulin 1,061 2001 | 
Avonex Interferon beta - 1a 972 2003 | 
Intron A Interferon alpha - 2b 700 2002 | 
Cerezyme/Ceredase Alglucerase 570 2001 | 


Source: Datamonitor (The ones in red are the drugs Wockhardt has already developed) 


His strategy: 


Leverage India's low-cost advantage in research 
and manufacturing. Systematically build a product 
pipeline, which is relevant for India as well as the 
rest of the world. Target high-value drugs, which 


are on the verge of going off-patent 














The execution: 


Initially target the markets with lower entry barriers in 
South America, Asia and Africa. Then gradually 
overcome regulatory hurdles in Europe and the US. 
Has already launched three biotech drugs in India with 
two new launches a year to follow 
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biotechnology is a far tougher ballgame. 
Developing the technology and making 
it commercially viable needs time, re- 
sources and patience. 

So is there any reason why Khoraki- 
wala remains confident? Perhaps the 
clues lie in the manner in which he has 
conceptualised his biotech game plan. 
Heres the nub: Wockhardt is aiming not 
just at the Indian market, but at the 
global opportunity in biotech. Now, it is 
not such a fanciful idea. India is among 
the lowest cost bases for research and 
manufacturing in the pharma world. 
And the global opportunity in biotech is 
really big. According to an estimate, 
about 12 biopharmaceuticals with 
combined global sales of $13.5 billion in 
2001 are slated to lose patent protection 
through 2006 in the highly regulated, 
but lucrative markets of the US and Eu- 
rope. And for some of these products, 
there are only a clutch of competitors 
jostling for share. 

But while his global foray isn't likely 
to take off until 2006, Khorakiwala is al- 
ready preparing for it in right earnest. A 
spanking new factory in Aurangabad, 
built at the cost of Rs 150 crore, will be 
fully commissioned by January 2004. 
The company has been spending 20- 
3096 of its total research budget on 
biotech R&D. Since in the last five years 
it has spent more than Rs 200 crore on 
research, the biotech spends alone 
would amount to around Rs 50 crore in 
that period. Khorakiwala says: "This not 
a gamble. We are past the stage where 
this is a risk proposition." 

But trying to market an off-patent 
biotech drug — or a ‘biogeneric’ — in 
Western markets is likely to be a regula- 
tory minefield. Since the first biotech 
drugs are just beginning to come off- 
patent, the approval pathway is still un- 
clear. There are no precedents. Innova- 
tor companies are fighting tooth and 
nail to defend their monopoly. 

So if Khorakiwala is able to pull it off, 





depth o 


Wockhardt could well be among a 
handful of companies from the devel- 
oping world to have cracked the global 


biogenerics opportunity. Competition | 


could come from countries like South 
Korea, China, Israel and South America 
since they have also been investing 
heavily in biotechnology. For instance, 
apart from the multinational compa- 
nies, Chinese firm Dongbao has got the 
ability to make recombinant human in- 
sulin though it currently sells only in 
China. Competition for some other 
products like EPO could be posed by 
companies like LG Chemicals and CKD 
in South Korea. 

So what does Khorakiwala 
have up his sleeve? 


The Moorings 


In the late 1980s, when Khoraki- 
wala first thought of investing 
in biotechnology, these oppor- 
tunities, and challenges, were 
far from his mind. Liberalisa- 
tion was some time away, so 
was TRIPS (Trade Related Intellectual 
Property Rights), the World Trade Orga- 
nization (WTO) treaty that will usher in 
a product patents regime in the country 
in 2005, forcing pharma companies to 
look to exports for growth. In- 
dian companies were copying 
drugs patented to multination- 
als through a different process. 
As more biotech drugs were be- 
ing discovered, this presented a 
great opportunity to repeat the 
feat in a new set of products. 

Says Khorakiwala: "We had 
the marketing organisation. We 
also knew that more biotech 
drugs were being discovered. It 
was a natural evolution." But he admits 
that India was the only market he was 
thinking of back then. 

Having no in-house expertise, 
Wockhardt began looking for someone 
who did. An initial agreement with the 
International Center for Genetic Engi- 
neering and Biotechnology (ICGEB), a 
United Nations-backed research centre 
in Delhi, was aborted when its scientists 
failed to come up with a marketable 
commodity. ICGEB was to develop a 
Hepatitis B vaccine, EPO and insulin for 
Wockhardt, which would then scale it 
up commercially. Khorakiwala had de- 
cided on these drugs based on their po- 


Shaw 















tential in the Indian market. 
But ICGEB scientists could only ex- 
press the human gene in a host cell. 


They were unable to get the host cell to | 


produce enough of the end-product to 
make it commercially viable, something 


research labs are not geared to do. So | 


Wockhardt decided to snap ties after 
sponsoring research to the extent of Rs 1 
crore at the centre. It was left to M.K. 
Sahib, Wockhardt's director (genomics 
and biotechnology research), to do 
what ICGEB could not. 

Sahib had been handpicked by Kho- 
rakiwala from the government labora- 


llin the fray 
' Biocon India 


qd ify Product pipeline: Insulin, 
ANNA, Streptokinase, EPO 


Kiran Mazumdar 


Ranbaxy Labs 


Product pipeline: To in-licence 
human G-CSF, interferon, EPO 


Status: To launch human insulin P” 


through foreign tie-up 


Bharat Biotech 


Product pipeline: Vaccines, 
Insulin, Lysostaphin 


Status: Hepatitis B vaccine 


vaccine, streptokinase 


Krishna Ella 


tory Central Drug Research In- 
stitute in Lucknow. His first product for 
Wockhardt, a biopesticide, was received 
well in the market. (This is now being 
marketed by Wockhardt Life Sciences, a 
separate company.) But this wasn't what 
Wockhardt was targeting — drugs de- 
veloped through recombinant technol- 
ogy. Luckily, help came in the form of 
German firm Rhein Biotech in 1995. 
Rhein already had a successful Hepatitis 
B vaccine in its home market and 
wanted to expand. The two formed a 
joint venture for manufacturing and it 
was agreed that Wockhardt would pay 
Rhein a royalty on the vaccines sales. 
Industry watchers see the Rhein al- 
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' Other competitors 


Status: To launch human insulin 





launched, to launch typhoid 





liance as an inflexion point in Wock- 
hardt's biotech game plan. Besides the 
obvious advantage of getting the know- 
how, Wockhardt could use this to attract 
talent to work in its labs, and to keep up 
the momentum. “We had to hire raw 
people from universities since biotech 
as an industry did not exist then. To mo- 
tivate them and convince them that 
what they were doing would lead to a 
product that worked, was easier," says 
Sahib. Along the way, Sahib says, Wock- 
hardt managed to get yields that were 
much higher than what Rhein could 
have managed on its own. 

But getting a product to the 
market took longer than they 
imagined. Ultimately, Wockhardt 
was to launch its brand Biovac B 
five years later in 2000. Of this, 
three years were consumed by 
regulatory approvals. 

By then, it had already been 
preceded by the likes of Shantha 
and Bharat Biotech. So 
Wockhardt played the 
price card. The com- 
pany organised mass 
immunisation camps 
where the vaccine was 
given at Rs 100 a dose, 
down 66?6 from Wock- 
hardt’s own market 
price. The results sur- 

prised even the company. Biovac 
B achieved peak sales of around 
Rs 40 crore in 2001 attaining mar- 
ket leadership until price cuts by 
competitors caught up with it 
and sales started dropping 
around mid-2002. 

Despite Biovac's success, the 
relationship with Rhein had soured. 
Sahib claims that Rhein was unwilling 
to let Wockhardt scientists do more than 
what it wanted them to do. "When you 
want to improve productivity, you have 
to do manipulations. Do the same thing 
differently. But Rhein told us not to devi- 
ate even a millimetre from what we were 
doing." (A Rhein spokesperson declined 
to comment on this.) So in 2001, Rhein 
and Wockhardt parted ways. Wockhardt 
gave up its exclusive right on Rhein's 
technology and Rhein surrendered its 
equity in the joint venture. 

The same year that it broke up with 
Rhein came EPO. Wockhardt's brand 
Wepox was the first EPO from an Indian 





Sahib, handpicked by Khorakiwala, has 
spearheaded biotech research for Wockhardt 


company, and was cheaper than the 
products of Johnson and Johnson, and 
Roche. Wepox cornered 2596 of the mar- 
ket in the first nine months of launch. 
And Khorakiwalas dream project 
Wosulin, Wockhardt's human insulin, fi- 
nally hit the market in 2003, nine years 
after a group of eight scientists began 
work on it. Khorakiwala says that within 
45 days of launch, Wockhardt has sold 
Rs 1 crore worth of insulin. Initial 
progress will be slow as doctors might 
not immediately switch patients sta- 
bilised on one insulin to another. But 
analysts like Sanjay Chawla, assistant 
vice-president of IDBI Capital Market 
Services, expect Wosulin to be a Rs 35- 
crore drug by end-2004. "Building a 
brand franchise for Wosulin would be a 
slow process... But the launch has 
helped establish the company’s capa- 
bilities,” he says. 


Shifting Tack 


Through the 1990s, even as his scientists 
were sweating it out in the research lab, 
the environment around Khorakiwala 
was changing. With product patents 
coming in from 2005 onwards, Indian 








growth would be increasingly 
difficult to eke out. At the same 
time, many multi-billion dollar 
drugs were going off-patent in 
the US and Europe, the two 
biggest pharma markets in the 
world. Among these would be 
the first biotech drugs discov- 
ered in the West two decades 
earlier. 


the Indian market could not 
have justified the time and money that 


the company claims to have putinto the | 
programme. So by 2001, Wockhardt had | 


announced the setting up of the Biotech 
Park in Aurangabad, which when com- 


pleted, will have 10% each of the global | 


manufacturing capacity of Hepatitis B 


and human insulin, and 20% of the | 
global capacity for producing EPO. The | 


developed countries are the ultimate 
destination for Wockhardt. 


And this is where Khorakiwala might | 


have taken the biggest risk. The Euro- 
pean and US markets have yet to see a 
generic or off-patent biotech drug that 
has been approved by the regulators. In 
the case of ordinary drugs, an off-patent 


drug manufacturer can 
get approval by demon- 
strating bioequivalence 600 
(that the drug acts the 
same way in the body as € 
the innovator's brand), 400 
but it is not as simple as Š 300 
2 
a 


that for a biogeneric. 
Often, the process of 
making the drug can al- 
ter its end result. And 
the innovator's process 


200 
100 


companies would no longer be | 
able to copy products. So | 


Khorakiwala began making | 
plans to take his products | 
global. Besides, returns from ` 
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is often protected by patents that could 
run longer than the patent on the prod- 
uct itself. Wockhardt would have to use a 
different process not just to circumvent 
existing patents, but also to cut costs to 
enter at a competitive price. 

The generic manufacturer also does 
not have access to all the necessary in- 
formation about the original drug for 
quality comparisons. Khorakiwala ad- 
mits that unlike in the case of an ordi- 
nary generic, a biogeneric would re- 
quire clinical trials — safety and efficacy 
tests on hundreds of volunteers. For in- 
stance, Wockhardt is planning trials of 
its biogenerics in Europe after having 


| done so in India. All this could add to the 


product's cost and push up its price. Be- 
sides, a biogeneric in the European Uni- 
on (EU) or the US would be approved as 
a drug ‘similar’ to the original, and not 
the same. It would have to be marketed 
as a brand, and prescription-switching 
by chemists would not be allowed. 
Khorakiwala says: "I think we are re- 
viewing the strategy for biotech prod- 
ucts entirely differently.” He isn't willing 
to reveal his exact game plan, but ana- 
lysts say he could tie up with a strong 
marketing partner. Alternatively, Kho- 
rakiwala would have to set up shop on 
his own in the big markets, as he already 
has in the UK, with the acquisition of 


Biotech helps boost share price 


555. 


The daily share price of 
Wockhardt on the BSE 
since June 2003 
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sation worked closely with the adivasis. They made them aware of their rights.This led to a movement, which spread to 28 villages. Schools were opened. Today, this community is on 
iad to progress. CWS is just one of the 171 child development initiatives which CRY supports all over India.Subhag Lal is an example of how a little help from you can make a profound 
nce. Today, he ensures every child in his village goes to school. 
nly with your help can CRY create more milestones like Subhag Lal. 


CRY Milestones. Changing lives forever. CHILD RELIEF AND 


every little bit helps. You can further make a difference by buying CRY cards. For more information log on to www.cry.org, or call us at: Bangalore 080-548 4952, Chennai 044-2467 182 
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two pharma companies. But that could 
be expensive and time-consuming. 

The uncertainty is what Wockhardt's 
peers have been uncomfortable with. 
Sanjiv Kaul, vice-president, Ranbaxy, 
says: “As there is no mechanism equiva- 
lent to an ANDA (Abbreviated New 
Drug Application or the application to 
market an off-patent drug) for bio- 
generics in the US, we have decided that 
we will not invest in development and 
manufacturing of biogenerics until 
there is clarity in this area... It would be 
fair to say that we are looking at a 1-2 
year timeframe for this." Cipla chair- 
man Y.K. Hamied is also wary. "Tell me, 
how do you make a biogeneric? Compa- 
nies are still working with the USFDA 
(US Food and Drug Administration) to 
frame guidelines for this." 

So does Khorakiwala know some- 
thing others don't? Wockhardt is deriv- 
ing some comfort from the fact that Eu- 
ropean regulators are in constant touch 
to explain exactly what they expect from 
a biogenerics application. It started dis- 
cussions with the European Medicines 
Evaluation Agency (EMEA), the EU’s 
drug regulatory authority on how to go 
about making its application, a year ago. 
Khorakiwala says the EMEA is transpar- 
ent and very clear about what it wants. 
“There is no guessing. At every step, 
there are meetings.” 

He expects his first product — EPO 
— to hit Europe in 2006, a year after he 
files the application to market it. Until 
then, he says there are opportunities in 
the unregulated markets of Latin Amer- 
ica, Africa, CIS and South-east Asia. He 
rattles off the figures — insulin is nearly 
a $1-billion market outside the US and 
the EU, Hepatitis B is about $300 mil- 
lion-400 million, and EPO is between 
$0.5 billion and $1 billion. 

But how lucrative an opportunity 








Calling the shots 


ABIL Fakhruddin Khorakiwala is not a man to let his company run itself. 
H Those who have worked in Wockhardt describe him as a *hands-on man- 
ager with too much of a proprietary interest in everything". In the mid- 
1960s, after completing his post-graduation in pharmaceutical sciences from Pur- 
due University, US, he came back to run the relatively unknown Worli Chemicals 
that his family had acquired, preferring it over the established family business of 
retail chain Akbarally's. The first thing he did was change its name to Wockhardt. 

At 60, Khorakiwala shows no signs of losing his iron grip on the running of the 
company. He expects to be continuously updated about decisions which other 
owners might have left to their managers. Those who have to sell him an idea need 
reasons stronger than just gut feel or instinct. Suggestions by executives on enter- 
ing new markets or launching new products have to be backed by hard figures and 
sound market research. Wockhardt is a command organisation run by Khoraki- 
wala, its general. As one former employee puts it: “He only needs foot soldiers." 

But even though some professionals might resent his style of working, they 
also admit that it is precisely this style which might have stood both the man and 
the company in good stead when it entered biotech. It was a big decision for Wock- 
hardt, and something that a professional might not have hazarded. A hands-on 
promoter was better placed to do so. "The owner's decision becomes important 
when you are taking such bets," says a former manager. A scientist who has 
worked in Wockhardt says: "He is a man of strong conviction. He can go all out to 
prove himself right." This may also explain why he waited so many years for results. 

Being a canny businessman who is believed to be very *bottomline-focussed", 
he expects bang for the buck. M.K. Sahib, director (genomics and biotechnology re- 
search), recalls that when he joined Wockhardt, Khorakiwala was clear that re- 
search would not be imponderable. "It had to be measurable. | had to develop 
milestones and state what we would be achieving at different periods of time. This 
was monitored." Khorakiwala's deep involvement with insulin led a former execu- 
tive to say: "As far as insulin is concerned, he is the product manager, he is the mar- 








keting manager." Of course, this manager owns 7496 in Wockhardt. E 


would that be? "India has the lowest 
drug prices in the world. If you go out- 
side, the prices will definitely be higher," 


says Khorakiwala. For instance, while | 
insulin sells at around $3 per 10 ml | 


equivalent to a 10ml vial, in other unreg- 
ulated markets, it is about $6-8. And in 


Western markets, it is higher at $15-25. | 
Khorakiwala also dismisses predictions | 


that he would have to spend several mil- 
lion dollars on clinical trials of every bio- 


generic ($3 million-26 million depend- | 


ing on the number of trial patients, by 


one estimate), and that his products ul- | 


timately might not make the grade. 
If you were to listen to Khorakiwala, 


youd think he can't lose. But sceptics | 


would hark back to Wockhardt's earlier 
bets, such as investing in the US gener- 
ics market, and researching novel drug 
delivery systems. Though one of the 
early entrants into the US, Wockhardt's 
marketing tie-up with the US-based 
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Sidmak Labs fell through in two years. 
Wockhardt also invested huge sums in 
researching novel drug delivery systems 
with very little to show for it. 

Even among biogenerics, Khoraki- 
wala admits that there will be certain 
products that he will not be able to 
crack. For instance, it will not market 
EPO in the US. "There are just too many 
patents surrounding it. Amgen (the in- 
novator) has been very aggressive." But 
most of the $6-billion global sales of 
EPO are in the US, so that would mean 
sacrificing a significant market. 

There is no denying the fact that 
biotech is proving to be Wockhardt's key 
differentiator from the clutter that is the 
pharmaceutical industry. In fact, more 
products like cancer drug interferon, 
and vaccines are lined up for launch. 
Butthe next few years will be crucial. For 


|! Khorakiwala and Wockhardt, the battle 


has just begun. & 
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WHAT CAN INDIA'S 
ONLY FORTUNE GLOBAL 500 COMPANY 
LEARN FROM A MAN WHO OPTED OUT 
OF A COMFORTABLE CAREER. 


Wheat would you do if the the steel barbs slowly tore through 
merchant navy made you a their bodies. When all of a sudden, 
lucrative career offer when you Captain Batra felt his ears go numb. 
were just nineteen? And almost in slow motion, like 

Vikram Batra decided to turn in the movies, his fellow officer's legs 


his back on it. 
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Unusually, the teenager lived 
by old-fashioned notions like 
duty and patriotism. 

And inevitably, in December 
1997 he joined the Indian Army. 


Eighteen months 
For every step we take, o 


there's an 
inspired Indian 
leading the way. 


later, a sailing career 
was the last thing on 
| his mind as he crawled through a 

barbed wire trench with the 13 JAK 


Rifles near Karvil. 





Inch by agonising inch, they 


closed in on Point 4875 even as 
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] vanished in a puff of enemy smoke. 

Amidst the mayhem that... 
followed, the young Captain was : 
ME faced with a choice. Y: 
Before him lay a comrade E P 


whose time was seeping away. 
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will liv ive on. 
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Ahmed has a deadline to beat: 31 
December 2004. A date that is as 
much feared as awaited by the 
Rs 19,700-crore ($3.9 billion) Indian 
pharmaceutical industry. Feared by 
9596 ofthe 20,000 pharma companies 
that are not prepared for the D-day. 
And awaited by the rest that are rein- 
venting themselves for the day. 

The story that follows is about the 
latter, especially the small and 
medium sized companies that are 
reinventing themselves. In India, 
large pharma companies like Ran- 
baxy Laboratories, Dr. Reddy's Labo- 
ratories (DRL), Cipla and Wockhardt 


Ajit V. Dangi, director-general, 
Organization of Pharmaceuti- 
cal Producers of India: SMEs 


have strengths in manufacturing, 
supply chain and field operations 


HESE days, the Indian pharmaceutical industry is 
closely watching all the moves of A.E. Ahmed. For 
nearly four months, Ahmed, the joint secretary in 
the Department of Industrial Policy and Promo- 
tion (DIPP) in the Union Ministry of Commerce 
and Industry, has been authoring the draft pro- 
posal that will be the basis of a Bill to be tabled in 
the winter session of Parliament. When passed — and it is in- 
evitable that it will be — it will become the 
the Indian pharma industry under the product patent regime. 


aw that will bring 
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began preparing for 2005 nearly a decade ago. Today, that has 
put them in a position to look at the future with confidence. 
The smaller companies, however, neither had the where- 
withal to launch an express overhaul like Ranbaxys, nor the 
farsightedness to see what lay ahead. But now, a clutch of 
small and medium pharmaceutical companies have found a 
way out too. Since these are the ones that were expected to die 
in the product patent regime, they are shining examples for 
the rest of the bewildered lot of what it is possible to do to sur- 
vive the new world order in the pharmaceutical industry that 


comes into effect at the stroke of mid- 
night on 31 December 2004. 

That's when India is committed 
under the World Trade Organization 
(WTO) agreement to switch to the 
product patent regime as opposed to 
the process patent regime that exists 
today. The government has been 
more than empathetic towards the in- 
dustry by allowing it enough lead time 
to prepare itself for the day — it is now 
almost a decade since India signed up 
to the WTO in 1995. And though the 
Patent Act has existed since 1970, the 
government has deliberately kept 
pharmaceuticals out of the ambit of 
product patents. The new law will 
change that situation. 

Its implications are all too well 
known: so far, companies could re- 
verse engineer a patented product, 
get permission under the Indian 
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Pharma SMEs’ plans for 2005 and 
beyond.by Gina Singh & T. Surendar 





process patent regime and launch it in India or anywhere 
else in unregulated markets. But now, product patents regis- 
tered in any WTO signatory country will have to be respected 
for the first three years ofthe life ofthe product. Which means 
that Indian pharma companies will not be able to launch 
products like Pfizer's sildenafil citrate (Viagra) — to remain 
under patent until 2011 — which is being widely sold by In- 
dian pharma companies including Ranbaxy (Caverta) and Zy- 
dus-Cadila (Penegra). Similarly, Bayer's ciprofloxacin — still 
under patent — is already being sold by most large Indian 
pharma companies. Come 2005, and 
companies of all sizes — small and 
large — will have to stop doing this 
provided the original patentholder 
registers its product in India after the 
first three years. Hence, within the 
pharma industry, that day is more 
feared than awaited. 

And though all players in the in- 
dustry acknowledge the challenges 
ahead, the reality hasn't fully sunk in 
yet. Says Indian Drug Manufacturers 
Association (IDMA) president Y. Ma- 
zumdar: "Only about the top 1,000 of 
the 20,000 companies are worried. 
Very small companies still don't un- 
derstand (the situation)." 

That's because another school of 
thought believes that the immediate 
impact on the Indian pharma indus- 
try will be minimal. That is because 
generics, which will be at least 2596 of 





the global market, will still be open to any manufacturer. "I 
dont believe that the pharma sector will be decimated by the 
new law. I think there's enough in the market (for all),” says 
Vinod Kishti, vice-president (South Asia) of international 
pharma consulting firm IMS. Their argument stems from the 
fact that since less than 596 of the drugs available in the Indian 
market are copies of patented products, the Indian pharma 
companies need not agonise over it. They argue that the hype 
around 31 December 2004 is just that. 

For consolation, those keen on exploiting process patents 
still have a small window to operate in 
— the least developed countries 
where product patent regime will not 
be operational until 2016. Forty-nine 
countries are currently designated by 
the United Nations as least developed 
countries (LDCs) on the basis of low 
national income, weak human assets 
and high economic vulnerability. 
Some of these are Afghanistan, An- 
gola, Bangladesh, Bhutan, Cambodia, 
Ethiopia, Liberia, the Maldives, 
Myanmar, Nepal, Sudan and Tanza- 
nia. But that's just small comfort and 
no more. Because, their average per 
capita income of $268 compared to 


pharma sector will not be decimat- 
ed by the new law. | think there's 


enough in the market (for all). 
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developing countries’ $1,326 indicates lower purchasing 
power. It's an opportunity nevertheless. 

Still, industry players like Mazumdar, who himself runs a 
Rs 40-crore bulk drugs export business, maintain that the 
overall threat is being underrated. The Indian pharma indus- 
try must worry about product patents for these reasons: 

@ Since all developing nations are also switching to the prod- 
uct patent regime by 2005, Indian pharma companies will lose 
the markets where many of them have been exporting bulk 
drugs or formulations of patented products. Bulk drugs ac- 
count for over Rs 3,900 crore of the industry. 

@ The main driver of competition in the generics industry will 
be price, even more than quality. Which will exert a downward 
pressure on the prices of generics in the market, leading to an 
unviable category in the medium-to-long term. 

W Restrictions on reverse engineered patented products will 
impact both topline and bottomline. 

The extent of worry is directly proportional to the prepara- 
tions dozens of India's pharma SMEs are making. We have 
captured nearly a dozen of those in this 
cover story. “SMEs have strength in man- 
ufacturing, supply chain and definitely in 
field operations." says Ajit Dangi, secre- 
tary-general, Organization of Indian 
Pharmaceutical Producers of India. 

What is heartening to note is that 
some of these manufacturers are coming 
out of the heap and are beginning to de- 
velop a character of their own. Which is 
the basis of some very aggressive moves. 

For instance, when, in 2001, the 
Rs 419-crore Matrix Laboratories devel- 
oped a non-infringing process for the 
blockbuster anti-depressant, the $1.5-bil- 
lion citalopram, a Danish pharma com- 
pany, H Lundbeck, made a $40-million 
offer — nearly half of Matrix's annual rev- 
enues— for the manufacturing process of 
citalopram. Matrix refused. Instead, it 
went ahead and developed another non- 
infringing patent for citalopram to main- 
tain its lead as a bulk drug supplier. 

Some others are even reaching for the 
stars. Hyderabad-based Suven Pharmaceuticals, with rev- 
enues of Rs 46 crore, has acquired New Jersey-based Syntheon 
Chiragenics — a leader in carbohydrate-based chiral technol- 
ogy — to give a new thrust to its eventual aim of new drug dis- 
covery. And Elder Pharmaceuticals, which has launched in-li- 
censed lip care products from Blistex of US, hopes to 
manufacture and sell these in the whole of Asia. 

Despite such bright sparks, nobody disputes that the 
number of companies in the industry will come down drasti- 
cally from over 20,000 today. Like they did in China when the 
cGMP (Code of Good Manufacturing Practices) — a struc- 
tured code that lays down strict manufacturing guidelines — 
compliance guidelines brought down the number of Chinese 
pharma firms from over 6,000 to just about 600 today. 

As the 2005 deadline gets closer, a clutch of smaller com- 
panies have started devising their own methods of surviving. 
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NDIAN pharma companies have made their maximum 





impact when supplying bulk drugs or active pharmaceuti- 

cal ingredients (APIs) to the world market. It's a model that 
has existed for three decades and is likely to remain the most 
preferred model for Indian pharma companies ofall types, big 
and small. After all, it fetches healthy net margins of 15-20%. 
API manufacturing has been done by two kinds of manufac- 
turers: the rebel manufacturers who made copies of patented 
molecules without the knowledge or approval of the patent 
holder; and, the friendly manufacturers, who manufactured 
and supplied bulk drugs for and with the approval of the 
holder of the patent. 

While the nineties were dominated by the former, the 


Matrix Laboratories 
chairman & CEO N. Prasad 
(left) and Dishman Labs 
managing director J.R. 
Vyas have been trying to 
transform the companies they 
head into multiproduct toll 
manufacturers 





trend in India is beginning to gradually shift towards the latter. 
That is essentially because of three reasons. First, it fetches 
margins up to 20% higher than those in toll manufacturing for 
generics. Two, the world order so far, where most developing 
countries didn't have to comply with product patents, was 
conducive to the growth of rebel manufacturers as they could 
sell these products in nearly all unregulated markets. But the 
run-up to 2005, will change that scenario in favour of making 
bulk drugs for the patent holder. Three, companies in the 
world’s largest pharma market, the US, were more comfort- 
able sourcing bulk drugs for their patented products from Eu- 
rope. In the interim, however, India established itself firmly as 
an alternative low-cost manufacturer of such bulk drugs. 
Hence, API manufacturing is likely to remain the mainstay of 
all pharma companies here. 

But, it's the smaller companies that are taking this advan- 


BUSINESSWORLD 44 20 OCTOBER 2003 





tage home. Companies like Suven particularly stand out from 
the crowd. Suven's managing director Venkat Jasti's first en- 
counter with manufacturing APIs for a patent holder was in 
1994, when a German company introduced Jasti to Hoechst at 
a trade show. Hoechst gave him a small order to manufacture 
an intermediate called cyanoascetic acid (used in vitamin B6 
and caffeine). "That was our initiation into specialisation," 
says Jasti. He is quick to clarify that he is not into contract man- 
ufacturing for generic companies. "We are focussed as con- 
tract manufacturer and researcher for innovator companies 
on NCEs (new chemical entities)," he says. Till date, Suven has 
worked on 216 such products of which two have gone into 
production. One, an anti hypertensive and the other, an anti- 
AIDS product. Suven supplies the APIs for both. Two more 
NCEs made on Suvens APIs are expected to go into produc- 
tion in the next 18 months. 

Post-2004, this trend to be a friendly manufacturer will in- 
tensify because at least 70-7596 of the world pharma market 
will go under patents by then. But, while some companies are 
beginning to follow this trend, the most popular model, for the 
moment, continues to remain the Ranbaxy-Dr. Reddy's one, 
under which they are neither tied down to one player and nor, 
for that matter, to one product. 

Hence, the model being followed by companies like the 
Hyderabad-based Matrix and Neuland Laboratories and 
Ahmedabad-based Dishman Laboratories is more in the 
mould of rebel manufacturing. You could say they are follow- 
ing in the footsteps of Ranbaxy and DRL, but restricted to just 
off-patent APIs and not aspiring to sell their own formula- 
tions. At least, not for the time being. 

Take the case of Matrix. It has so far filed seven drug master 
files (DMFs) — that prove bio-equivalence of their product to 
a generic product — for approval to sell its products in the US 
market. These include one for Pfizer's $1.1-billion anti-fungal 
drug fluconazole (brand Diflucan), Matrix began this process 
in 2001 by filing a DMF for an anti-AIDS drug. And then moved 
to the blockbuster $1.5-billion drug citalopram, an anti-hista- 
mine in 2001. 

“Citalopram was going off patent in Europe in 2002. We de- 
veloped a non-infringing process and managed to find a 
generic company who wanted to buy it in Europe,” says Ma- 
trixs managing director N. Prasad. These tactics have helped 
the company grow at double the rate of the industry. What 
differentiates Matrix from many of the other firms following 
this model is its concentration only on regulated markets- 
Japan, Europe and the US, which account for approximately 
85% of the global pharma business. 

A hybrid of the above models is being followed by the Hy- 
derabad-based Avon Organics, which developed the biotech- 
nology process for pseudoephedrine (raw material for an anti 
congestant) and its derivatives, with GlaxoSmithKline (GSK), 
for whom Avon is the sole supplier of this product for the next 
three years. GSK is among the world's largest buyers of pseu- 
doephedrine. Ever since Avon changed its strategy from a gen- 
eral API supplier to a friendly API supplier in 1996, its revenues 
have grown from Rs 16 crore to Rs 90 crore today. "When we 
changed our strategy, we identified our focus areas after un- 
derstanding the potential of the molecules," says Rajesh Agar- 
wal, managing director, Avon Organics. 


B.K. RAMESH 


. PHARMACEUTICALS 


bottom 
fishing 


Y ET another breed of companies believes that they can 
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survive this watershed year by bottom-fishing. At least, 

till such time that the turbulent waters settle down in the 
few years after 2004. In a way, bottom-fishing is quite similar to 
toll manufacturing (even net margins are about the same: up 
to 20%). Bottom fishing, though, is more risky since such com- 
panies concentrate only on a few bulk drugs but squeeze the 
most out of their processes to become the world's least cost 
producers of specific drugs. 

Unlike most toll manufacturers who disperse their manu- 
facturing capacity over a host of products, these companies 
concentrate on just a couple of products, but for which they 
would have one of the world's largest manufacturing facilities. 
Their expertise lies in their ability to continue to excel in mak- 
ingthe processes ofthese drugs leaner. Prominent small com- 
panies among this lot are three from Hyderabad — Granules 
India, Virchow Laboratories and SMS Pharmaceuticals. 

SMS Pharmaceuticals is a case in point. In 1991, two pro- 
duction managers — Ramesh Babu and T.V. S.N. Murthy — 
broke off from Cheminor Drugs and bought SMS for Rs 15 
lakh. They were confident that they could re-engineer the 
complex 12-step ranitidine manufacturing process and pro- 
duce it far cheaper than others in the world. So Babu and 
Murthy first used their experience to reduce the number of 
steps to three. In effect, they made the product more effi- 
ciently and far cheaper than the competition. Today, SMS is 
the largest manufacturer of 
ranitidine in the world, mak- 
ing 100 tonnes (to go up to 
150 tonnes). 

Such chemical engineer- 
ing skills are crucial to SMS' 
survival. Ranitidine prices 
have fallen from Rs 1,800- 


Narayana Reddy are focussing on becoming the world's 
least cost producers in their categories 
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2,000 per kg to Rs 500-600 per kg. Babu knew that if they could 
not reduce prices, ranitidine would be replaced by another 
advanced molecule omeprazole. Babu then trimmed the 
manufacturing process as the prices fell further. As a result, 
the profit margins today are just the same as they were when 
the prices ruled at Rs 2,000 per kg. After ranitidine, SMS has 
now identified a few neutraceuticals and other new molecules 
to build on its product portfolio. 

The Hyderabad-based Rs 64-crore Granules India is fol- 
lowing a similar strategy. Its managing director C. Krishna 
Prasad has concentrated his energies on supplying what he 
terms as pharmaceutical formulation intermediary (PFI). 
Thise is what goes into making the final products — tablets 
and capsules. 

Prasad has recently invested Rs 40 crore in setting up 
the world's largest granulating capacity of 7,200 tonne per an- 
num in its Hyderabad plant. Prasad specialises in the process 
of making formulations up to the granules stage — the sev- 
enth stage in the eight-stage process of manufacturing a 
tablet. The eighth being stamping the PFI and compressing 
them into tablets. 

For large volume products (up to 6,000 tonnes), Prasad 
says he can save a company up to 90% in the manufacturing 
cost of tablets since he can service large orders and save on 
time and money on tests which would have to be conducted 
by any other producer for every small batch. "It makes sense 
for companies to outsource manufacturing to us because 
testing, checking, quality control and regulatory paperwork 
involved in each market is cut short dramatically. For large vol- 
ume products, margins make a difference," says Prasad. 

Typically, Prasad's customers are companies in the OTC 
(over-the-counter) segment and generic drug makers that 
make high volume but low margin products. Hence, Granules 
takes on only such products that cost no more than $40-50 per 
kg. In comparison, Steroids could cost several millions per kg. 

When it began in 1991, Granules started with exports to 
Ratio Pharma, Europe's largest generic player and to 
Herron Pharmaceuticals, Australia's largest user of 
paracetamol. Today, it is manufacturing paracetamol 
and combinations of paracetamol with antihista- 
mines and other APIs. It is also supplying PFI of prod- 
ucts like naproxen and ranitidine, ibuprofen and met- 
formin to European and Australian markets. 

Despite the success so far, excessive reliability on a 
single product is a shortcoming of this model. For in- 
stance, the Chennai-based Rs 219-crore Shasun 
Chemicals burnt its fingers by concentrating on a sin- 
gle product — paracetamol. The competition came 
from Chinese companies which started dumping low 
priced paracetamol in the Indian market in 1997. Sha- 
sun's business model collapsed almost overnight. 

Examples like these have not deterred even other 
companies like Virchow, which produces 4,000 tonnes 


ofthe world's 5,000-tonne requirement of anti-bacter- Kee Pharma managing direc- 

ial sulfamethoxazole purely by virtue of its ability to tor Anil Motihar (above) and 

bring down the cost of sulphamethoxazole from $27 Elder Pharma managing 
director Alok Saxena are 


per kg (when it got launched two decades ago) to 
about $0.15 (Rs 7) per kg today. After all, this industry is 
all about survival of the fittest. 





scouting for in-licensing marketing 
deals to stay in the fray 








a licensing 


ñ FEW companies realised well before the others that lever- 





aging successful global brands by in-licensing them and 

selling in the domestic market, or in markets in the Asia- 
Pacific region, could be a standalone business model by itself. 
Unlike other generic products, these command a higher price 
and marketing margins of up to 15% as compared to just 2-8% 
in highly competitive generics. In essence, these players are 
banking on their manufacturing and sales organisations and 
hoping to act as agents for multinationals once the new 
regime comes into force. 

The Mumbai-based Rs 234-crore Elder is one of the most 
successful proponents of this model. The company spe- 
cialises in in-licensing branded products and selling them in 
India through its 1,200-strong network of sales representa- 
tives and its presence in retail counters across the country. It 
has a portfolio 25 in-licensed products from 22 foreign com- 
panies accounting for 6096 of its revenues. While so far Elder 
preferred just marketing tie-ups, it is now taking the strategy a 
little further by also getting into manufacturing. Elder has just 
launched lip care products from Blistex of US which will also 
be manufactured at its Nerul plant near Mumbai. Through 
another tie-up with the Italian company Zambon, Elder is fur- 
ther expanding its portfolio now by launching two drugs in the 
cerebro-neuropsychiatry segment (CNS), an area dominated 
by companies like Sun, Torrent and Abbott. Elder will also im- 
port and market Zambons product, fluimucil, for respiratory 
problems. Managing director Alok Saxena is confident that 
this product alone will generate a turnover of Rs 18 crore-20 
crore within just three years of launch. 

In comparison with Elder's strategy, Anil Motihar, the 
managing director of a Rs 20- 
crore Delhi-based formula- 
tor, Kee Pharma, has fol- 
lowed an even more distinct 
tactic. In 1998, Motihar was 
desperately hunting for a 
game plan that could help 
his company find a competi- 
tive survival strategy. He was 
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clear that he wanted alliances to market, with an option to 
manufacture the products in the country. What he wasn't sure 
about was the kind of products that would sell. Since biotech- 
nology seemed to be the future, Motihar decided to look for 
any products which would be suitable for the Indian market 
on parameters like quality and cost and which would be in 
large therapeutic segments. "We scouted around for partners 
and met Korean, Chinese, Cuban and Russian companies. We 
did not look for American and European companies because 
their products would be too costly." He finally zeroed in on 
Centro de Ingeneria Genetica y Biotechnologica (CIGB), a 
Cuban government-owned company, for its ability to pro- 
duce high technology products at affordable prices. 

Kee has lined up a range of 12 products in oncology, gas- 
troenterology and dermatology for marketing in India. These 
include a lotion for vitiligo leucoderma, Melagenina Plus, 
which was launched recently. The manufacturing, however, 
will have to wait till their success is proven. 

There are many advantages in this model. Unlike drugs 
that are copied and sold by many competitors, in-licensed 
products often sell on the basis of a brand name. The import 
tag notjustlends a premium, but also helps companies like El- 
der to maintain prices unlike generic drugs, for which prices 
crash once competition rises. For instance, Shelcal's prices 
have increased over the years while Ranbaxy's ace antibiotic 
Cifrans prices have dropped. 

But in-licensing faces its own challenges. How long should 
the agreement be for? And who owns the brand? Kee has tried 
to overcome this by signing up the agreement for each prod- 
uct for a minimum offive years with the option to renew it for 
five years thereafter. Besides, while it buys the product from 
CIGB, it sells only under its own brand. That is to safeguard it- 
self against the licensor switching to another marketer. 


Niche 
plays 


HEN there are those who have smartly orchestrated their 
strategies to operate in highly specialised market niches. 
Their chances of survival are high for three reasons: One, 
they would be super specialists in their areas. Two, because of 
super-specialisation, their net margins are as high as 20-40%. 
And, three, by virtue of the niche in which they operate, they 
will face few focussed competitors and many other competi- 
tors whose interest in their segment would be peripheral to 
their overall focus. We've identified Indore-based Symbiotec 
Steroids and Pune-based Serum International as two prime 
examples of such companies. 

Anil Satwani is a first generation entrepreneur who started 
Symbiotec Steroids in 1995 with a single minded focus on just 
producing steroids. A UK-based consultant, himself a former 
Glaxo employee, sounded out the young chemistry graduate 
Satwani about the niche in steroid manufacturing. Sure 
enough, Satwani found that though pharma companies 
made steroids as part of their portfolio of drugs, not one com- 
pany focused exclusively on steroids. But why steroids? "Be- 
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cause they have a wide range of applica- 
tion — practically every medicine you 
can think of in topical applications and 
external use category will have some 
amount of steroids in it," says Satwani. 
Besides, the global steroids demand is 
already 50-60 tonnes (India: 3.5-4 tonnes) per month and 
growing at 1596 every year — faster than the average industry 
growth of about 8%. 

Symbiotec's first few orders came from Cipla, Schering 
Plough and Glaxo. But the Rs 4-crore company needs to ramp 
up its capacity to be cost competitive globally. At the moment, 
Satwani manufactures 40 kg of steroids per month and offers a 
range of 11 products with prices ranging from Rs 50,000 per kg 
to Rs 7 lakh per kg. These include products like betametha- 
sone (used for topical applications), hydrocortisone (respira- 
tory problem) and methylprednisolone (a new generation 
steroid with increased efficacy and minimal side effects). “I 
will add another 11 products and offer products whose price is 
up to Rs 20 lakh per kg," says Satwani. To cater to that, Sym- 
biotec is setting up a USFDA compliant plant with a capacity 
of 250 kg a month which will later go up to 1,000 kg. In fact, it is 
GSK (which buys products from Symbiotec for the unregu- 
lated market currently) which is helping it in this. 

Like Symbiotec, the Pune-based, Rs 400-crore Serum In- 
ternational, too, operates in a niche area — vaccines. With 
cGMP certification and World Health Organization (WHO) 
approved facilities, Serum exports to 135 countries. These in- 
clude vaccines for measles, tetanus, dual antigen, diphtheria 
and pertussis, viral vaccines and snake anti-venom serum. 
The company has made its mark so far by reverse engineering 
products and selling in unregulated markets (Serum does not 
sell any products to the regulated markets). But by catering to 
the mass market, it has developed the capabilities to produce 
vaccines at very low prices. Consider this: recently it got the 
approval to supply hepatitis B vaccines to WHO organisations 
around the world. Serum won this contract by quoting the 
world’s lowest price of just Rs 7 per dose. The original patent 
holder, SmithKline Beecham, sold the vaccine at Rs 1,200 per 
dose. Thanks to the WHO tie-up, today one out of every two 
children in the world is vaccinated by Serums vaccines 

While low priced off-patent vaccines will be one mode of 
survival for Serum, it also plans to in-license patented vac- 
cines to add another business stream. As a first step, Serum is 
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exploring in-licensing of a range of biotechnology products 
too. The first: interferon beta-1a under the brand Rebif, a drug 
to treat multiple sclerosis, priced at Rs 10,000 per dose is al- 
ready being imported from Serono Pharma of Switzerland. 


> Contract 
research 


HE smaller companies might lack the wherewithal to 
T come out with a brand new drug on their own, but that 

does not mean that they do not possess natural research 
advantages in specific areas. If there's an area other than toll 
manufacturing where Indian pharma companies have a nat- 
ural edge over companies from other countries, it's in contract 
research. Chemists here possess complex synthesis capabili- 
ties and a growing experience of CGMP compliance. They are 
tuned to developing products at 
low cost and have a large local 
dose market in which to gain ex- 
perience. Given that modern drug 
research is a multi-step process in 
which different steps are out- 
sourced to different speciality 
outfits, this is proving to be an ad- 
vantage for Indian companies. 

For example, Indian compa- 
nies are able to tackle complex 
syntheses in relatively short peri- 
ods of time. Like DRL, which 
claims a development time two 
times faster than a US or Euro- 
pean company. 

Some of the smaller firms are 
beginning to take advantage of 
the rub-off of this national capa- 
bility. In 1999, Shasun formed a 
50:50 venture with US-based 
Austin Chemicals, the sourcing 
agents for global majors like Eli 
Lilly and Pfizer. Austin-Shasun 
has the first right of refusal for any 
research project that comes to 
Austin. The project that began 
with just one small research re- 
quirement now has four contract research agreements, in- 
cluding one with Eli Lilly. 

Like Shasun, foreign pharma majors are tapping smaller 
Indian companies for their speed. “In 1999-2000, a six-step 
product could take between 12-16 weeks. Today, it's one step 
per week as per international norms. You have to do that to be 
successful," says Shasun CEO N. Govindarajan, who is force- 
fully pitching his company as an independent contract re- 
search provider. 

This trend of outsourcing research to Indian companies is 
inline with the global shift towards R&D outsourcing. Primar- 
ily because a networked pharma model is being seen as the 
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solution to the growing research costs — up to $700 million to 
bring a new chemical entity to the market. Some of these flow 
from the need for rational drug design, e-trials and targeted 
drug discovery. All of which aim to slash the cost of bringing 
the drug to the market. According to estimates, global pharma 
companies that do nearly 8096 of their research activities in- 
house are likely to reduce it to 40%. As a result, the R&D out- 
sourcing market has grown from $5.4 billion in 1997 to $9.3 
billion in 2001 — a CAGR of 14.696. 

Right through the nineties, companies had been wary of 
outsourcing research to places like India as they did not have 
faith in the capabilities. However, with India gradually over- 
coming that hump, more contract research is likely to flow to 
companies like Shasun for their speed of operations vis-a-vis a 
larger pharma company. That this is intensifying is evident 
from the fact that nearly 20 independent clinical research or- 
ganisations (CRO) have started in India in the last two years. 

In anticipation, smaller companies like the Suven (Asian 
Clinical Trials) have set up their own clinical trial companies. 
Suven is working on projects for 
the 10 largest pharmaceutical 
companies in the world. It offers 
services like in-vitro testing, phar- 
macokinetics and even toxicology 
studies up to preclinical develop- 
ment. In therapeutic categories 
like anti depressants, anti-AIDS, 
anti-cholesterol and anti-hyper- 
tensive, it services clients like 
Hoechst, DuPont, Abbot, Degussa 
and 3M. 

Among a number of compa- 
nies that are focussing on re- 
search, the Hyderabad-based, Rs 
259-crore Divi's Laboratories is 





Divi's Lab's 


Murli Divi and distinct since it had been set up 
any ved | purely as a research and develop- 
is ent company t dertake re- 
are betting on ment company to undertake re 

contract search on process development, 
research and particularly for advanced inter- 
custom mediates for discovery com- 
synthesis. They pounds ofclients. Divi's is particu- 
also aspire to larly working on specialisation in 
develop their custom synthesis and chiral (pro- 
own new 


nounced  'kirul) technology 
which specifically helps in elimi- 
nating harmful side effects in a 
molecule that otherwise has a high potential. Divi's offers ser- 
vices like process design for new drug candidates, develop- 
ment from gramme to kilogramme scale, structural elucida- 
tion, impurity profile studies, process validation and 
optimisation to international pharma companies like Pfizer, 
among 10 other MNCs. 

If their zest is anything to go by, these companies seem de- 
termined to prove the doomsayers wrong. For the moment, 
they are busy fending offall apprehensions about their future- 
for themselves as much as for the industry watchers. A 
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.... REX BRIGGS 


“Clickthrough is 


a dangerous 





Online marketing expert 
Rex Briggs talks about 
measuring the effective- 
ness of communicating 


over the Internet 


Rex Briggs, principal of marketing con- 
sulting firm Marketing Evolution, has 
been tracking the Internet since 1996. He 
was one of the first people to study the ef- 
fectiveness of online marketing. He ar- 
gues that there is enough evidence to in- 
dicate that online marketing works and 
that brands should start experimenting 
with Internet strategies in their market- 
ing mix. Briggs was one of the speakers at 
MSNS Asia Digital Marketing Summit in 
Singapore, where he spoke with BW's 
Radhika Dhawan. Excerpts. 


* Online advertising seemed to be un- 
dergoing a relevance crisis a while 
ago. Do you think it now found accept- 
ability now? 

At a speech in Rome a couple of years 
ago, Bill Gates said that people tend to 
overestimate technology in the short 
term and underestimate it in the long 
term. I think that was the problem with 
online marketing. In the short term, 
marketers expected it to change the 
world. But no one medium of commu- 
nication has managed to replace the 
previous one. So I don't think the disap- 


| pointment is cre- 








ated by hardcore 
marketing results. It 
is related to the ex- 
pectations that peo- 
ple create about dis- 
ruptive technology. 
I’m not a theo- 
rist. I like to see data. 
And the reality is 
that online advertis- 
ing is able to influ- 
ence just about every marketing goal 


that we have set out to measure. For ex- | 


ample, it increases awareness of a 
brand. It makes the brand more salient 
in the consumer' mind, and that is of- 


ten collated with buying a product. To | 


say that it doesn't work from a market- 
ing standpoint would simply be wrong. 


Three key principles come into play | 
with online marketing. One is thatwhen | 


the Internet is part of the marketing mix, 
you reach consumers who are getting 
harder to reach through traditional me- 


dia mainly because they are going on- | 


line for information and spend less time 





with traditional media. We call that the | 
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issue of coverage. The second issue is ef- 
fectiveness, that is, you use it to increase 
brand awareness levels over and above 
traditional media. There is a lot of back 
and forth play where it reinforces the 
traditional media message. The third is 
the idea of value. The Internet, dollar for 
dollar, is cost-effective. 


5 How can brands create an inte- 
grated offline and online marketing 
communication? Are there any stan- 
dard rules about how much of your 
marketing mix should be online? 

If your theory is that by buying a maga- 
zine ad I can influence my consumer, 





The 1* Afro-Asian Games, to be held 
from October 24 to November 1, 2003 
are poised to create history in the world 
of sports. Transforming Hyderabad, the 
host city, into the hub of international 
sports for an exciting span of 9 days, the 
world will witness thrilling 
performances by champions from 97 
African & Asian participating 
countries. All set for grueling 
competition in the 8 unanimously 
chosen disciplines of Athletics, 
Football, Shooting, Weightlifting, 
Swimming, Hockey, Tennis and 
Boxing, the Games will be covered 
extensively on worldwide Television. 















Hyderabad, India 


Octebur 24 to Mosespha rt, 2003 


101, Liberty Plaza, Libe 








Afro-Asian Games Secretariat 
Greenlands, Begumpet, Hyderabad-500 016 INDIA 
Website : www.afroasiangames.org 


For details of Sponsorship contact 
Leisure Sports Management Pvt. Ltd. 
rty, Hyderabad-500 029. 

Mobile: +91 98480 42657, 98311 65585 
Ph: + 91 33-2248 8304-06, Fax: +91 33 2248 8394 
E-mail: sponsor@afroasiangames. org 
Website: www.leisuresports-india.com 

























continents... tos a 
most magnificent sports e 


theera. 





To sustain the excellence and the E 
international spirit of sports, 9 





the Organising Committee, 
Afro-Asian Games invites you to. 
join hands and invest in a vibrant ^ 
future... Come sponsor the 

victories and soar to global. - 
heights with world achievers..! 





i 






















ne princ ple: should apply 
Tt best place to start is to spend | 
money) online, then measure 











onal media and start experimenting 
ith the marketing mix. Generally, 
10-1596 of the mix is online in countries 
with a5096 Internet penetration. Itsa lit- 
t elessi inless developed countries. 

.. Thebetter way to address this issue 
look at where profits come from. If 
lore than a third of your profits come 
rom people who have Net access and 
u dont have a strong online strategy 
each them, then you are missing out 
onabigopportunity. Basically, the same 
rinciples apply to the Internet as to 
ing a page ina magazine. The funda- 
entals about how the consumer's 
mind works were the same 10 years ago. 
It hasn't gone through some massive 
evolution. Certainly, the creative should 
: be different. Take advantage of target- 




























< consumers. For instance, interactive- 
-. ness should be built in. But all that is to 
"tbe seen as ihe on the cake. 


| i So, should issues like interactive 
te campaign? We have a contesting 
business in India whose main promise 
to brands is interactiveness... 

^; Dthink a part of that is human nature 
AR that looks at whatis different rather than 
.. whats the same. The Internet does have 
` some differences — like interactiveness 
— which make it unique. But if you 
` make that small percentage of commu- 
nication the focus ofhow you're going to 
| rage the Internet, then you're miss- 
g the core part, which is similar and it 
should be leveraged in a similar way. 1 
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print ortelevision. 


Globally, have traditional marke 





ernet? Are there any learnings? 

- Procter and Gamble and many other 
- FMCG companies have been anything 
- but fast moving when it comes to the In- 
. ternet. But there are other good exam- 
. ples like in entertainment. I've seen a 
lew movie studios spent over 10% of | 
` their budget on Internet advertising. | 


the Internet stacks up with tradi- | . 


ing, make sure that it reaches the right 


e that as a valuable bonus. But, basi- | 
liy, Tsee the Internet as a way of taking | 
advantage of a media environment the | 
ame way you would take advantage of | 


teers been doing good work on the In- 
















done so. McDonald's recently used the 
Internet to launch the McDonald's 
Grilled Chicken Flatbread Sandwich 
and they have significantly increased 
their online marketing budget. 





=| How should a brand measure whe- 
ther the online marketing communica- 
tion is working? Do the tools differ? 
As far as marketing results are con- 
cerned, we measure it using research 


i 

| 

| beginning of time — tools like experi- 
| mental design, where you can control 
| 

| 


| all the variables and change one vari- 
| able and see the impact on the brand in 


the consumer's mind. The other tool we 
use to measure it (effectiveness) in a 
marketing mix goes back about 30 years 


each day and see how branding aware- 
ness increases and decreases over time. 
| We take these tools and see how they 
work over TV, print, radio and the Inter- 
net, and how they all work together. 
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Technology companies like IBM have 
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principles that have existed since the 


Và te pdt Meine erem nra atra e du ge 6 e eei! rode rem n e AN SP id ihm 




















———— 


to TV — you can survey different people | 


|| through here. It is one of 
V  gerous metrics out there bec 
| easy to misuse. I should add that I was 








You noticeldo word click- 







use it is so 


one of the pioneers of clickthrough 
measurement and soIknow its place. I'd 
advise extreme caution when using it 
for two reasons. Unless you are selling 


' something online immediately, it is not 


relevant. If you are Colgate toothpaste, 
McDonald's, or any product bought of- 
fline, what you should be measuring is 
the perception in the consumer's mind. 
For that you should be using traditional 


| marketing tools. 


The second reason is even if you are 


| selling online, then for every one person 


who clicks on an ad, there will be an- 
other nine that don't, but come back 


later to the site to buy something. There - | 
has been about 100 studies that track ` 


post-impression activity and all of those 


| have confirmed that people come back. 





88 But aren't clickthroughs a useful 
metric to track traffic on websites? 
Alotof marketers say that clickthroughs 
will bring consumers to.a website and 
that's where I will do the marketing 
communication. Its like running televi- 
sion ads with a telephone number and 
saying that when the consumer calls, I'll 
tell him about my product. That's silly. 
What we have found with online adver- 
tising is that there isalossof efficiency i in 
dragging the consumer to your website. 
Even if the website is excellent, it is 
usually never as cost-effective as using 
advertising to communicate. For exam- 
ple, Novell decided it will spend on cre- 
ating (Net) advertisements. If consu- 
mers clicked on them, fine, but we won't 


| track it (the clickthrough). IBM, on the 


otherhand, spenton its website twice as 
much as Novell did on the entire cam- 
paign. For each person influenced, it 
cost Novell $7.50 while it cost IBM $91. 
Novell had a chance to influence every- 
one that came in contact with its adver- 
tising. With IBM, it had only two out of 
100 peoplethatcametoitssite. ` 

I call it the funnel problem — the top 
of the funnel is where you reach the ` 
maximum people with. your advertis- - 





| ing. Communicate there. Ifa percentage 


of those people come to your website, 


| take that as a bonus. Don't make the 
whole focus of your campaign that 


small part of the funnel.. B&B 
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MBA is a 
basic 
timepass 
employers 
want you 
to go 
through 
before 
they come 
in to hire 
you 


| To B-school or 
not to be, part B 





WAS all set to write an article on the un- 
reasonable expectations that entrepre- 
neurs have from investors. Even thought 
ofa snappy title: ‘The fundas of funding. 
(Like it? Well, you'll have to wait for it.) 

But then I looked at my inbox — and started 
counting. Fifty-nine of you had written in after 
the last article on business schools — a record 
for me in this publication. I decided I would 
take the lazy way out and answer the more 
common questions right here. Apologies to the 
rest — I am a few weeks behind on my email, 
and will try to synchronise inbox, current real- 
ity and my sleep over the holidays. 

First a caveat. I have absolutely no formal 
management qualifications whatsoever. Or 
even non-management qualifications. So I'm 
no expert. I’m no career counsellor either. 
Many of you wrote in to ask if you should do an 
MBA after your Bachelor of Engineering (BE) or 
Bachelor of Arts (BA), and whether you should 
specialise in Systems or IT or Marketing or HR 
or what have you. 

Official answer — I don't know, ask a coun- 
sellor. Unofficial answer — I don't think it mat- 
ters one bit anyway. My premise is that nothing 
approaching anything real or useful is taught in 
MBA programmes in India. It's a basic timepass 
employers want you to go through as a filter be- 
fore they come to hire you. 

Their theory is straightforward. Say 10 out of 
every 1,000 students get into an Indian Institute 
of Technology. And then five of those get into an 
Indian Institute of Management. The hideously 
misinformed HR community then figures this 
must, hence, be the top 0.5% in India — and 
proceeds to throw gobs of cash at them for jobs 
completely unrelated to their education. 

So if you want a high-paying job, get into a 
‘high-ranked’ B-school — and don't you worry 
about your specialisation in graduation or the 
MBA itself. Nobody else does. Do what you feel 
like — or can pass exams most easily in. 





As one of you said, the closest that four years | 


of mechanical engineering education can 











come to being useful is when you screw caps on 
toothpaste tubes you sell for a multinational. 

The big jobs are at the big B-schools. So 
what do you do if you're not at one of those? 
Well, don't mope and blame your college. Go, 
use your initiative, and network your way into a 
good job. Meet heads of businesses you admire 
— use your project time to make friends and in- 
fluence people. 

Believe me, within 18 months, every em- 
ployer — except particularly deluded ones — 
will get to know the true mettle of their hires. It 
can bea level playing field thereafter. Especially 
if you refuse to feel and act inferior to those 
from 'higher-ranked' B-schools. Lets not even 
get into rankings in this article. 

Then a few wrote in to ask how important 
marks are in an MBA. Well, these two are the 
last fun years you're going to have in a long 
time. You're going to be dealing with spread- 
sheets for the rest of your life — shouldn't you 
be picking Old Monk over Old Management 
Writers now? 

Is getting placed all there is to being in a 
B-school, some of you wondered. Nope — 
there is one other way B-schools will help you. 
Thenetwork you form with your gang will really 
help when all of you are in positions of relative 
power maybe five or 10 years from now. Culti- 
vate your buddies on e-groups, have reunions, 
keep the connections alive. 

A few asked about doing an MBA abroad. 
Yes, if your dad has Rs 30 lakh to spare, it's not a 
bad idea. Get into the top-ranked ones (I'm us- 
ing the dreaded phrase again) and survive. If a 
firm sponsors your work visa, you could start 
offat around Rs 45 lakh a year. 

Some asked me the core question — what if 
you wanted to do an MBA to really learn how to 
run a business? To you I say, very few entrepre- 
neurs who you can learn from, teach at 
B-schools. You might do better to actually start 
off yourself. After all, there are only two things 
you can do in any business career — be an en- 
trepreneur — or work for one. m 
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A manager must be a user of 


the product, says HR panelist. 


Dushyant. But Sumitra 
advocates gender 
indifference while hiring 


MEERA SETH 
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on her table for a long time. A small incident 
the previous day at the Indian Institute of 
Management where she and her colleagues 
were having preplacement chats with the stu- 
! dents, kept buzzing in her head. She had tried 
| to put it off, but it would bounce back with 
more vigour each time. Dushyant Gupta, her colleague and 
the vice-president (HR) of Cymbal Industries, was part of the 
interviewing panel. Cymbal, a successful kitchen appliances 
company, hired both men and women for its sales and mar- 
keting functions. Gender had never been an issue as the com- 
pany had never experienced any gender handicap. If any- 
thing, Cymbal prided itself in the fact that it treated both male 
and female managers the same and the women were equally 
efficient and competent. The interviewing panel did try and 
gauge a woman managers drive during the interview stage, 
but never went beyond that. But yesterday, while talking to a 
male student, Dushyant had asked him how he empathised 
with the category, being as it were, a woman's product and he, 
a non-user. 

Sumitra recalled being startled. How did such a question 
even occur to Dushyant, she wondered. Before she could tone 
that down, the candidate replied: "I consider myself a con- 
sumer of the end results of cooking. Hence, I can empathise 





very well with the category!” And Dushyant had gone deeper | 


with that discussion. 

Sumitra winced at the very memory of that exchange. 
Marketing was typically gender indifferent, she believed. And 
the genesis for that lay in her own experience 15 years ago, 


UMITRA Sen played with the stress reliever | 





when she had joined Senora Cosmetics’ marketing division. 
And she had joined in the face of a number of disadvantages: 
she was an MBA and there were few women MBAs then; she 
was going to be one of the very few women at Senora; and 
worst of all, she was being hired in marketing, which was con- 
sidered a male bastion. A fourth disadvantage, if one may call 
it that, was something she herself had not noticed — Sumitra 
did not use colour cosmetics. But it was an obvious and visible 
disadvantage which the panel did not let pass very easily. 

Sumitra was grilled on her non-usage in the interview for a 
good 55 minutes. Blandly stating Senoras recruitment policy, 
one of the panelists had said: "As a company we have always 
held the view that the women we recruit must be users of the 
category.” And he justified that by saying: "This is so that they 
have a better understanding of the category and a greater 
affinity and empathy with users. After all, why else would a 
lady choose us over other FMCG companies?" 

But Sumitra had been very upfront and said: "What lam 
pursuing is a marketing career with a good marketing-fo- 
cussed company. The category does not matter to me." But 
they prodded her regardless, saying: "Why does Senora inter- 
est you then, especially since you are a non-user? But you are 
young and all young girls use cosmetics, so how come you 
don't? So what are your views on this category, especially 
about those who use colour cosmetics? Because you see, if vou 
have something against colour cosmetics, then we cant have 





ANTHONY LAWRENCE 
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you making anti-statements!” 

As she reminisced, she remembered saying that she was 
equally comfortable marketing chocolates, which took the 
panel by surprise! If she got the job, it was simply owing to her 
keen perception and marketing knowledge. 

After joining Senora, Sumitra was asked this question in- 


numerable times. Sometimes she parried it with a humorous | 


reply. sometimes with a smile, and sometimes she just fibbed. 
That was her last coping strategy! For example, when she met 


advertising agencies, the media and other associates, they, | 


too, asked her: "How come you don't use cosmetics when you 
are marketing them?" That she had stalled with: "Oh, you see 
we have to keep trying so much on ourselves in our jobthat we 
need to take a break." 

The category was just evolving at that time and there were 
enough misconceptions surrounding a woman who used 
such cosmetics. Whatever the notions and perceptions about 
women who used make-up, Sumitra was a non-user not be- 
cause she was against make-up. It was because she had never 
developed the habit! As simple as that, she told herself now. Of 
course, alot had changed in the colour cosmetics business to- 
day, but Dushyant's thinking had not, she thought. In today's 
multi-skilling environment and one in which men were 
equally capable on the domestic front, Dushyant's question 
seemed out of place. Her earlier experiences at Senora goaded 
her to take up the issue with Dushyant. 

50, over lunch, she asked him: "Why do you believe that to 
market a product, you need to know it through usage? And I 
am referring to the question you asked one male candidate 
about his empathy with a woman-oriented product!" 


USHYANT grinned: “I had a feeling that you would 
bring it up soon! Times are different today. If, asa 
marketer, you are not in sync with the product 
through usage, I feel while you may have some em- 
pathy for the consumer, you may not empathise adequately 
with the product. So your skills in product, consumer or seg- 
ment development will be limited. Or, let us say, deficient." 
Naturally, Sumitra did not agree. Citing her own example 
with Senora, she said: “Today, yes, the frontline girls in colour 
cosmetics have to be well-groomed, wear make-up tastefully 
and look good. The important thing for consumers to see is 
that these frontline ladies are looking beautiful ‘because of 
make-up’ and not that ‘they are wearing make-up’ Likewise, 
while selling kitchen appliances, it is important to show the 
quality of the results produced by the product, that is, the 
cooked food. That is the selling point.” 
Dushyant agreed, but he asked: “Okay, let me take you 
through this step by step. For that we will use your own exam- 
ple. As a person who was nota user of colour cosmetics — and, 
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therefore, put yourself in the place of that male candidate — 
how did you view the opportunity to work for Senora, espe- 
cially given its category?" 

“The category just did not matter to me,” said Sumitra. 
“That is not what I understood of marketing. Marketing to me 
meant and continues to mean, being consumer-centric." 
Nodding in agreement, Dushyant asked: "If it is chocolates Or 
toothpasteor cars, the product does not become a point ofref- 
erence immediately. But with cosmetics, it is almost obviously 
and completely a woman's product. So, when confronted bya 
career to develop in that category, the compatability is almost 
immediately felt! Did this not happen with you when you 
wrote the Senora job application? Be honest." 

“To be honest, no,” said Sumitra. “When you take up mar- 
keting of any category, you need to develop a deep under- 
standing of (a) the category and its finer nuances; and (b) the 
consumer. I think that's what I did when I joined Senora. I was 
a very keen student!” But Dushyant was not appeased. He 
asked: “Okay, go back in time, Sumitra, don't just talkin 
retrospect. Didn't your bosses feel uncomfortable 
with the idea that despite being a woman you 
were a non-user of colour cosmetics? 
Frankly, I'd have been, at least, ifl was in 
that company. It's almost like making an 
anti-statement about the category!" 

sumitra laughed: "Yes, many of my 
seniors did wonder about it. In fact, 
my immediate boss, Asim Bose, was 
disconcerted, something he told me 
only much later. When I rose to the 
level of marketing manager at 
Senora, he told me: ‘I felt strange talk- 
ing to a girl applying to a cosmetics 
company and admitting that she 
never used cosmetics herself! I used to 
worry whether she will fit into the com- 
pany, will she understand our business, 
will she be able to feel what other women 
feel, will she communicate the right feelings 
into the product?’ Bose had this perception that to 
market cosmetics, you should be a user to think and feel 
like one. That, in fact, was an unwritten policy at Senora too, 
and Bose was merely repeating that! 

“Worse, he discussed it with his boss, who said: ‘Look, she 
will either be very good on the job, or a complete disaster. It’s a 
gamble we have taken. Anyway the only thing going against 
her is the fact that she is a non-user!’ 

"As history proves, I did brilliantly... shall I tell you about 
it?" Sumitra asked teasing Dushyant. 

“Oh, you don't need to lady, I hired you here at Cymbal only 
after checking your record with a mi croscope!” said 
Dushyant. “But tell me — Iam really keen to know this — it 
certainly would have impacted your interaction with con- 
sumers that you were a visible non-user?" 

“Dushyant, first of all, Iwas not in selling,” said Sumitra. “I 
was a marketing person who met up with consumers only to 
understand them. I think that is a very important difference. 
Its like in theatre: not all directors have to be necessarily great 
actors themselves. But yes, they must know everything about 
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acting and how to extract the best from their actors. A director | 
knows the pulse of the audience, he knows what they are look- 
ing for, what accent on what kind of emotions will touch a 
chord, where to emphasise an emotion, where to pause, when 
to thrust headlong into a situation and take the audience by | 
surprise. Isn't this exactly how a marketing operation works?" 
Dushyant agreed emphatically. "Good analogy!" he said as 
Sumitra added: “I feel that to be a successful marketer, the two 
most important attributes are that (a) you must be very sensi- 
tive to others — that comes in very handy because marketing 
is all about listening and empathising; and (b) you must be 
passionate about marketing. In fact, I realised that the reason! 
ended up being far more successful in my innovations with | 
the consumer was because I responded to the innovations 
from the market's viewpoint, than as a user would. The reason 
for that was that I did not ever let my usage and my colour 
preferences ever come in the way. When I watched some of the 
other hardcore users around, I felt that they subconsciously 
ended up going with their personal viewpoint. So I feel 
that actually my non-usage made me take a more 
dispassionate decision than others." 

Using her experiences to substantiate 
her viewpoint, Sumitra said: "I was the 
backstage orchestrator ofthe category at 
Senora and it was my own success at 

marketing despite being a non-user 

that helped me fine-tune our recruit- 
ment policy. Once I reached a senior 
enough position at Senora and 
started going to campuses myself 
for pre-placement talks and inter- 
views, I started looking for the two 
attributes that I mentioned earlier. 
And those managers who had them 
turned out to be successful marketers! 
So I stand by what I believed in. It is 
equally true for Cymbal. Marketing is 
about being consumer-centric, listening to 
the consumer with empathy and being pas- 
sionate about the marketing function. And those 
were the qualities I looked for in candidates. After that, | 

I think, even at pre-placement talks, we started getting a wider 

appeal. Senora was not the kind of company which meant 

that you had to have a passion for the category — it stood for 

being a strong marketing-driven company. This even got re- 

flected in the ratings that we got in independent surveys." 
Dushyant mused as he dug into his food. Then looking up 

suddenly, he said: "Say, wasn't the head of Senora a lady? Did- 

n't she have any reservations or inhibitions about hiring a 

non-user?" Sumitra smiled wistfully: "What a lady! Yes, she 

herself was a heavy user of the category and had always held 
the view that so should the other women who are working on 
the brand. Initially, I am sure she also had the same doubts. 

But I do not recollect her ever bringing it up with me or trying 

to even hint at it. Her discussions with me were centred on 
. feedback, on formulations and latest trends, both in India and 

the rest of the world. So I guess it never came up. Also, she is 
the most decent, graceful, and open-minded person I have 
ever come across, to bring up something like this. She is, of 
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course, personally very close to and involved with the cate- 

| gory. And Tam sure it helped, and was an enabler in its own 
way. However, to attribute her success to this factor, | think, is 
to trivialise her talent and her skills. 

“I do, however, remember bringing this whole issue up- 
front and discussing it face to face after I had been in the com- 
pany for about six years or so. The point | tried to highlight to 
the board (and to you now) was that we must understand the 
main reason we go to management institutes is to hire top 
marketing talent. It is for their marketing skills and not for 
their knowledge or usage of the category. In fact, I showed 
them that with the old policy, we were trying to get 'a bit of this, 
a bit of that' sort of profile rather than a cutting-edge market- 
ing professional who had and certainly should have a sensitiv- 
ity to the category and the consumer. In the process, we were 
also losing out on our evaluation and development of the cat- 
egory if it were to be done only by the lady brand managers. 

“My solution was — get the brand managers to manage 
the brand and get an expert panel comprising of leading 
make-up artists and skin experts to evaluate our formulations 
and develop new shades. Then you are being cutting-edge on 
both the fronts, Of course, to be able to handle an expert mav- 
erick panel like that and give them clear briefs also requires 
special skills which we sought in our managers at Senora.” 


RAVELLING down Sumitras memory lane was one 
thing. It had its own context in time, its own flavour and 
critically, it had happened in a completely different 
consumer environment, thought Dushyant. But could 
that experience be superimposed on Cymbal's cut-throat 
marketing environment of today? Thinking on these lines, he 
asked Sumitra: "Let us fora moment assume that what you are - 
saying is correct — that it is not necessary to be a user of a 
product to be able to market it successfully. So can it also be 
said that you really don't need a woman to head or lead such à 
business? I am saying all this because | know that there is a 
move in many companies to have women heading businesses 
which cater to women as direct consumers and users. Be- 
tween you and me, Sumitra, our own regional heads in South 
Asiaare of that belief. And very soon, our Indonesian and Thai 
operations are going to have women business heads, 

“Now, if you analyse this against your own measure — 
what is more critical is a sensitivity to the consumer and her 
needs and not actual empathy for the product derived from 
usage — then it certainly puts a big question mark on the cur- 
rent feelings at Cymbal!” 

Sumitra was surprised. "That sounds a bit too parochial to 
me. But before | launch into the gender debate, you need to 
look at the business in a completely different way. When you 
look at products like washing machines, food processors and 
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—_ E refrigerators, you also find that there are so many aspects of | 
| assumption that women, because they are home-makers, are 





em 


the consumption process where the direct user's perception 


and needs become singularly gender-defined. Like the waya | 
_ cooks in the world are men! So if you superimpose the princi- 


woman approaches the whole process of washing clothes is 
so different from the way a man would think about it. But then 
alot ofthat is not genetic as much as social training. Men do 
not use washing machines with the same regulari ty or needs 
that a woman does. 


"Even if some men do operate the washing machine, it is | 
more as operators than users. | mean, do men think about ‘is | 


this cycle going to deliver a clean wash’ or do they think, ‘Ineed 
to press the following buttons’? But even in doing so, it will be 


valuable to note their approach and there could be a learning | 


ground. For men, I have noticed are more careful with ma- 


chines. They operate them in a logical sequence, bearing in - 
| asjustthat— an individual and not asa man or woman. Espe- 


mind the need to keep them well-maintained and usable. So 
their focus is the mechanics and the technology, not the end 


delivery. But that does not take away the truth that men are | 


consumers of washing machines, even if their regularity ofuse 


is less or they are less involved. I would say it's a choice they | 
make. In my own home, for instance, the washing machine is | 
| gender choice of leadership. Intrinsically, there are some at- 
| tributes, some traits that are more likely to be found in one 


operated by my husband and my father-in-law, which vali- 
dates what I said about careful usage; th ey make sure the inner 


rubber lining is checked for things like coins and pencils that | 
_ choosing a leader or a manager, sure. 


get thrown out in a wash, they clean the fluff out and so forth. | 
cant see women doing that without being prodded! 





“Or take men who cook. This one is in stark contrast to the 
more effective in the kitchen and with cooking. But the best 


ples of that candidate's perception of ‘I am the consumer of 


| the end result’, on what lam saying, then cooking and, hence, 
_ cooking accessories, should be gender indifferent!" 


smiling, Dushyant said: “Sumitra, we must try and give our 
south Asian Board something to think about. They are clearly 
of the view that a company making a woman's product must 
be headed by a woman!” 

“Nonsense!” said Sumitra. “I find this whole gender debate 
ridiculous. It is as absurd as what they used to say about sales 
being a man’s job! I find this whole talk dated, of another era. In 
the 21st century, it's about time we evaluated each individual 


cially since the lifestyles, exposure and habits are common to 
the two genders. Sure, there are some fundamental differ- 
ences between the two genders and debates on that have 
been grist for research mills. 

"But in today's times, such differences cannot justify the 


gender than the other. And that must be factored in while 


gm, UT does that have anything to do with usage — I 
| D don't think so. There are enough examples around 
$ the world of women who have become very success- 
P ful in traditionally male-dominated areas — the lat- 








| est example being of Xerox. Similarly, there are enough exam- 


ples of men having been successful in what is perceived to be 


_ the female domain — fashion designing, make-up, skincare, 
_ cooking and hair dressing to name a few. 


"From my own experience I can tell you that the most suc- 


x cessful brand manager who worked with me at Senora was 


male and he was handling the make-up category! The way he 


| was able to pick up the finer nuances of the category and the 


consumer and take an objective view was what contributed to 
some of the most successful and relevant innovations we had. 
What one should look for while recruiting a leader or a manger 
is a Certain skill-set in an individual — that's it. All things being 


| equal, if it's a toss-up between a man and woman for a cate- 


gory that, say, is used by women, then probably go for the 
woman. Probably. But let's face it, things are rarely equal! 

“I repeat, it's not a gender debate. Yes, it is true that to bea 
true and successful marketer you must factor in all perspec- 
tives — be it of end users, lapsed users, non-users, frequent 
users, trendsetters, whatever, While handling cosmetics, we 
used to research and meet a lot of men and women to under- 
stand beauty from every angle as all of them were important 
for us. The same holds true for any category as for kitchen ap- 
pliances or shoes. Those varied, diverse in puts are critical for 
product development. Therefore, can the choice of a leader or 
manager being of a certain gender be a substitute for meeting 
these millions of men and women and their inputs? Let the 
board answer this!" m 


You can email Meera Seth at casestudymeera@yahoo.com. 
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Curtis, is an engineering graduate from 
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BOARD is entrusted with the 
responsibility of ensuring that 
the management pursues the 
corporate, social and environ- 
mental objectives and, in the process, 
creates wealth for its stakeholders. It is 
not the responsibility of the board to 
oversee the day-to-day working of the 
organisation, much less to spend time 
debating whether a ‘user of a category' 
can bestow competitive advantage to it. 

And any member of the executive 
team who pushes such decisions up to 
the board level is abdicating the respon- 
sibility entrusted upon him and does 
not deserve to occupy the position. 

Today in an environment of hy- 
per-competition, the marketing 
function has metamorphosed 
fromanartto a science. It is driven 
by research, systems and 
processes, insights and innova- 
tion. For brevity's sake, all this can 
be condensed into a single phrase: 
‘being customer centric’, 

Also, this is an era where every 
market is being microsegmented. 
Take the market for women’s products. 
It is being microsegmented into 
‘tweens, teens, young adults, adults and 


the 60-plus segment. A unique brand 
range is being developed for each mi- 
crosegment. But where is the opportu- 
nity for transferring usage expertise to 
all these segments? Where is the place 
for the user of the category bestowing 
competitive advantage to it? 

We can take recourse to sports, 
where the coach is not the 'player' and 
his job is to study opponents, current 
techniques and new trends, among 
other things. He also has to prepare the 
player to perform successfully. Doesn't 
this sound similar to what a brand man- 
ager has to do, like scan the environ- 
ment imbibe emerging trends, probe 
the consumer mind, and bestow com- 
petitive advantage to the brand? 

Yes, being a user of a category can 
perhaps bestow only marginal advan- 
tage to the brand. This would be some- 
what similar to what a superstar like 
Amitabh Bachchan can bestow to his 
son who has chosen a career in films. He 
can generate interest and trial for him, 





but the brand will live and die at the box | 


office based on merit and not lineage! 
On the other hand, if you do not en- 
joy such a superstar privilege, you know 
you will get only half a chance and, 
therefore, you will put in every effort to 
succeed first time, a la Hrithik Roshan. 


: Also, in the world of business today | 


there are countless examples of non- 
users handling various categories and 
doing a commendable job at that. 

Take the sanitary napkins category. 
Some ofthe leading brands in this cate- 
gory are handled by men who have 
given it a competitive advantage. This is 
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because they had the foresight, humility 
and professional discipline to organise 
consumer panels to understand deter- 
minant attributes of the category, de- 
velop products to fill need gaps in the 
category, do research through in-house 
product placements, get the communi- 
cation research done, track the launch 
and carry out mid-course corrections 
and, finally, create a successful brand. 

Let us take the example of alcoholic 
beverages. Here, too, there are examples 
of people handling brands or running 
the company despite being teetotallers. 
These people think about their job as a 
pilot and depend upon the ‘dashboard’ 
to guide them in the decision-making 
process. Of course, the ‘dashboard’ 
shows data that has been mined 
through structured market research, 
consumer contact programmes, etc. 

So even if we were to take the exam- 
ple of other industries, it appears cd 
success is not gender-specific. 

On the flip side, users ofa category 
can also transfer their bias to the mar- 
keting plan since they might feel that “I 
am the user of the brand and since I like 
this feature, so will other customers". 
Such a mindset can lead in most cases, 
to unmitigated disaster. 

Let us take a closer look at the 
womens cosmetics market itself. Re- 
search reveals that women use cosmet: 
ics to gain emotional confidence, but 
the real pay-off is desire to win approval 
and compliments — “Wow! You look 
gorgeous" — from the opposite sex. 

Let us take the women's nightwear 
category. Quite often men buy night- 
wear to gift it to their lady friends... but 
an insight into the reason for gifting re- 
veals that it is a gift men buy for them- 

selves and not for their lady friend! So 
who should manage this category? 

A successful marketer is a per- 

son who is customercentric and is 
systems-, process- and insight- 
driven. In short, one who can dis- 
til customer insight and convert it 
into a profitable business oppor- 
tunity. So where is the place for 
user advantage? 
And if your money was invested 
in a company, will you recruit a per- 
son for a marketing position just be- 
cause his/her gender fitted that particu- 
lar category? 
I wont. em 
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A mix 
of both 


Govind Iyer has a bachelor's degree in 
mechanical engineering and is an MBA 
from the Wharton Business School. He 
has worked in various marketing and 
sales positions with Proctor & Gamble in 
Australia and India; Coca-Cola and, 
most recently, as vice-president (market- 
ing) at Heinz India, where he also held 
the media buying and advertising 
agency relationship. Over four years now, 
he has been a member of the consumer 
goods practice at Egon Zehnder India. 








AM fortunate that I can see the case 

from both the sides. I can under- 

stand Sumitra's position and can 

also empathise with Dushyant as I 
have had a career in marketing and now 
in executive search. The central point of 
the debate is: do you need to be a cate- 
gory user to be a successful marketer? 
Further, does gender play a role in 
ones ability to be effective? 

I can understand Dushyant's 
perspective of wanting to look at a 
category user as an essential at- 
tribute while identifying potential 
candidates. The probability of 
success is definitely higher, but not 
assured. We all tend to adopt the 
'safe' path, but in marketing, innova- 
tion, creativity and a bit of ‘risk’ deliver 
outstanding results in the long run. 

A successful marketer needs three 
attributes: a) Passion b) Consumer In- 


sight c) Empathy 

Passion is not gender-specific and is 
an individual's ability to feel excited and 
motivated by a specific product. It's gen- 
erally perceived that for categories like 
cars and motorcycles, (high-involve- 
ment and high price) it is important to 


have somebody who is passionate | 


about the product for them to be able to 
market it. While that is important espe- 


cially in high-involvement purchases, it | 


depends on the marketers ability to feel 
for the product and the consumer. 
Some of the most successful marketing 
campaigns have been developed by 
non-users. It is because oftheir ability to 
learn from users in the category and the 
fact that they come in with an unbiased 
objective approach to marketing. 


succeed in marketing. It is important to 
differentiate 'personal insights from the 
consumers. In one of my marketing as- 
signments, I was a user of the category, 
but did not know the way the product 
was used by other consumers. On a field 








| end consumer. We tend to believe that a 

user ofthe category will exhibit all these, 
but this could be a serious flaw. First, | 
may be a user, but I am not involved in 
the purchase decision and am indiffer- 
ent to the brand. I, for example, use 


| whatever toothpaste is available. Sec- 


ond, being a category user, there are 
times when you pre-suppose your 


| views about the category as a represen- 


tative of the whole. I feel that being a 


| non-user sometimes brings out ‘a sixth 


| sense’ and enables you to get more in- 


volved with the category. While evaluat- 
ing candidates, we found that some of 
the most successful marketers have 
been non-users of the categories which 
include industries like liquor, tobacco, 


| sanitary napkins, cosmetics and men's 
Consumer insight is essential to | 
| that the best marketers always went the 





visit with an agency person (a non- | 
user), I found an exciting opportunityto | 


grow volumes through a new insight. 
This delivered outstanding results. 
Empathy is about reaching out to 
the consumer and understanding their 
true feelings, what drives their involve- 
ment in the product and the decision to 
use it continuously. It is a ‘soft’ attribute 
and requires you to have passion and in- 
sight and the ability to relate to the cate- 
gory. A good blend of these attributes 
should result in strong marketing com- 





munication and delivering value to the | 
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toiletries. At Procter and Gamble, I saw 


extra mile to ensure that they got con- 
sumer insight and what drives product 
involvement. Some highly-involvement 
womens categories (like sanitary nap- 
kins) have men as brand managers and 
the results speak for themselves. 

But I must say that gender diversity 
could result in better marketing. Irre- 


| spective of the category, it is always 
| good to get the views of both the sexes in 


any category, as it provides a better un- 
derstanding. In such a case, there 
should be a balance within the market- 
ing team to ensure that you are able to 


| identify the appropriate insights and 


cues to trigger interest in both sexes. For 
example, in home appliances/con- 
sumer durables, there are different as- 
pects and the decision-makers could be 
either the men or the women. 

Having expressed my view (which 
I’m sure agrees largely with Sumitra), | 
would say that every case should be 

taken on merit and identitying a mar- 
keting person depends on the cate- 
gory, the brand lifecycle, the busi- 
ness needs and, finally the 
existing skill-sets in the market- 
ing team. Organisations that 
need fresh insights or are in a very 
competitive category should 
evaluate this more carefully than 
others that may need stability. 

Gender should play no role in 

developing successful marketers. But 
gender ‘diversity’ would help the team 
debate issues, understand consumers 
and also build marketing teams. LU 
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GENTLE breeze blows over the 
25 acres of landscaped garden. 
Hidden behind a forest of eu- 
calyptus trees are a mini golf 
course and an artificial lake. 





building in gleaming glass. Further 
down, there are multistoried residential 
buildings, as well as rows of houses and 
bungalows. This is Magarpatta. It is an 
enormous development project in Pune 
that will not only put the government 
urban bodies to shame, but most of pri- 
vate builders as well. 


And this project was conceived and | 


implemented by a far-sighted group of 
farmers who, till only a few years ago, 
were ploughing their little plots of land 


On the other side is an office | 
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in the area that is now dotted with gar- 
dens, office buildings and a number of 
residential towers. 

Flashback: it’s the 1950s. Pune is a 
small city nestled in the Sahyadri range, 
known for its pensioners and centres of 
learning. Jawaharlal Nehru once called 


it the Oxford of India. But the city is | 


changing, as Nehru’s government pro- 
motes industrialisation and scientific 
research. Pune is a magnet for both, but 
it is too small to hold every project it at- 


tracts. Some of the investments start | 


spilling out into its hinterland. 

It was around this time that an en- 
terprising local politician named An- 
nasaheb Magar pursues his own dream 


of establishing a new township near | 
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agarpatta 


Total area: 400 acres 
Total built-up area: 280 acres 
Total residential area: 12 million 


Total Office area: 4 million 
square feet 

Number of households: 12,000 
Expected population: 50,000 
Total working population: 
40,000 

Number of schools: 5 


Number of trees: 35,000 


Pune to harbour some of the industries 
pouring into the Pune region. The state 
government backs his idea. The result is 
Pimpri-Chinchwad, now a bustling in- 
dustrial township and one of the coun- 
trys richest municipalities. 

Magarpatta is a re-enactment of that 
dream, but with several modern twists. 
It is targeted at new age industries like 
software services and BPO. It has been 
built to global standards. It has been dri- 








square feet 23 


ven by private initiative. But one part of 
the story is the same: the man responsi- 
ble for Magarpatta is Satish Magar, An- 
nasahebs 44-year-old nephew. 

The story of Magarpatta starts in the 
early 1990s. On the outskirts of Pune, 
120 families stand between their ances- 
tral farms and the concrete jungle that 
threatens to swallow them. These fami- 
lies, offShoot of seven Maratha clans, the 
biggest being the Magars, have a history 
going back three centuries. They are 
content tilling their land, even as farm- 
ers in nearby villages sell their lands to 
real estate developers. Clinging to- 
gether, for two decades they oppose the 
Pune city administrators who want to 
convert their village to an urban zone. 
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The astonishing story 
of how a group of 
small farmers has 
developed a township 
that is a model for the 
rest of the country. 

by T. Surendar 


The old Magar village existed as re- 
cently as three years ago. The farmers 
started with a mere Rs 2 crore of bor- 


rowed capital. They have already spent | 
over Rs 80 crore on the city. When the | 
city is complete, it will have dwellings : 
for 12,000 families (or 50,000 people) | 


and four million square feet in work 


space for 40,000 people. Four thousand | 
people will be permanently employed | 


in support services, as against tempo- 
rary employment for 1,200 people gen- 


erated in the agricultural lands. By the | 
time the city is complete in 2008, the | 
Magars would have spent a stupendous | 


Rs 2,000 crore on the project. Already, 
the government of Maharashtra has 
recognised Magarpatta city as a model 
for development of private townships in 
the state. 

In his sparsely furnished office in 
Pune city, Satish Magar shows a brown 
file that has a copy of all the documents 


he personally submitted to Maharash- | 


tra chief minister Sharad Pawar in 1994. 
The initial plan, made by architect 
Hafeez Contractor, had detailed draw- 
ings of how the Magars would use their 


agricultural land for urban develop- | 


ment. But the proposal had a catch. 


Agricultural land cannot be used for ur- 


ban development, and governments 
have been wary of allowing the conver- 
sion of one into the other. 

Ironically, the Magars had first ob- 
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MAGARPATTA 


jected to the municipal plans of 1960 to 
allow industrial development on their 
land. They fought the municipal au- 
thorities through the next few decades, 
and got them to classify the land as agri- 
cultural in the city development plans of 
1966 and 1982. The 1982 plan, however, 
classified the Magar village as a "future 
urbanisation zone". The review of the 
second plan was due only in 2007. 

Why did the Magars want to build a 
city when they had fought tooth and 
nail against urbanisation? Punes urban 
growth was restricted in two directions 


| asthe defence establishment occupied 


the north while the mountain range 


| bound the city in the east. The city, 


therefore, burst at its seams in the re- 


| maining two directions. The second 
| draftreport of 1982 had projected a pop- 
| ulation of 2 million by 2000, but Pune 
| crossed that number in 1991. Says 
| Satish Magar: "We knew we were fight- 


ing a losing battle against urbanisation. 


| We knew that the city's force was greater 


than ours." 

In 1993, the Magar families met. 
They knew their lands would eventually 
have buildings and not sugarcane on 
them. But the Magars were uneasy 
about selling their lands. Neighbouring 
farmers who had sold out had landed 
huge money, and in most cases, fool- 
ishly frittered it away. Many ended in 
penury. Moreover, many families held 
small pieces of land locked by lands of 
other farmers — they could not sell 
these unless others did so too. In that 
meeting, the Magars, therefore, decided 
that they would not sell their land but 
would rather put their land to ‘use’ by 
doing the urban development them- 
selves. It was the turning point. 

The 120 Magar families knew little 
about the construction business and 


| had little money. That did not deter 


them. They pooled their lands to form a 
co-operative-like structure where each 
family got shares equal to size of the 
land they owned. Later they converted 
this entity into a formal company, Mag- 
arpatta Township Development and 
Construction Company. Satish became 
the managing director as his family 
owned nearly a third of the land. 

For nearly a year, Satish debated 


| what he should do with the land. An 
| agriculture graduate, he had earlier 
| worked in the family farms but dropped 
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out in 1982 after the second city plan 
said that his land would be eventually 
urbanised. He joined his father who had 


by then started a construction business | 


to tap the fast growing real estate market 
in Pune. Satish helped his father with le- 
gal and government formalities. So, he 
already had a basic understanding of 
property development. He also had an 
idea of how the government functioned 
— his uncle, Annasaheb, had been a 
minister in an earlier government. Says 
Satish: "Our biggest advantage was our 
lack of experience. In those days, we dis- 
cussed our plans with anybody and 
everybody. Today, I will think twice be- 
fore starting afresh.” 

Satish knew that the government 
liked paper. So his first letter requesting 
conversion of farm land ended up as a 
huge proposal document. It had elabo- 
rate plan drawings, details of infrastruc- 
ture required and description of social 
development that his city would con- 
tribute to Pune. Satish then got his un- 


cle's friends to fix a personal meeting | 


with the chief minister Sharad Pawar. To 
his surprise, the first letter from the gov- 
ernment came in a matter of weeks. It 
said that the government had received 
the proposal and it had forwarded it to 
the town planning department for fur- 
ther evaluation. 


Satish knew only one thing for sure. | 








If the government rejected his project | 
even once, then Magarpatta City would | 


go into a political tailspin, and remain as 
a dream. There were some tricky issues. 
The Urban Land Ceiling Act said that an 


individual could not hold more than | 
1000 square meters in urban areas. | 


Farmers like Satish would have had to 
sell some of their land to get it classified 
as urban. Satish needed a waiver. He un- 


tiringly negotiated with politicians and | 


the government. He sought no conces- 


stalled if it got identified with any one 
political party. He preferred to deal with 
the government bureaucracy, though 
the pace would often be glacial. 

His bet was far-sighted. The state 
government changed three times. The 
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Satish Magar 


| Age: 44 years 
Education: Bachelor in 
Agricultural Science, 
Pune College 
Experience: 
1979-82: Farming in 
Magarpatta 
1982-93: Family 
construction business 
| 1994 onwards: 
Working for 
Magarpatta township 
















soned with Pawar that the earlier gov- 
ernment had already planned to ur- 
banise their lands and they simply 
wanted sanction to do it out of turn. 
Eventually, the BJP-Shiv Sena chief min- 
ister Manohar Joshi sanctioned the pro- 
ject, in principle, while the official sanc- 
tion came six years after the initial 
proposal was made — in early 2000. In 
the 1980s, it took construction magnate 
Niranjan Hiranandani four years to get 


_ approvals for his 300 acre Powai Gar- 
sions, fearing that the project would get | 


BJP-Shiv Sena alliance replaced the | 


Pawar government, only to be replaced 


by the coalition Shiv Sena-Congress | 


government under Vilasrao Deshmukh. 
Files moved slowly, but they moved. 
Satish would spend five days in a week 
either outside the Pune municipal com- 
missioners office or in the corridors of 
Mantralaya, home to Maharashtra's bu- 
reaucracy. His aim was to ensure that 
there were no negative remarks on his 
files which could some day in the future 
hold up the project. 


Ultimately, it was the very Pune city | 
plan that came to Satish's rescue. He rea- | 
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dens in north Mumbai, though the land 
was clearly demarcated for urban use. 
Satish shows his true Maratha heart 
when he says: "We had already prepared 
ourselves for a long siege." 

The delay had its advantages. If Sa- 
tish was not spending his time in a gov- 
ernment department's waiting room, he 
was travelling around the country visit- 
ing other townships. The work became 
more organised when he roped in Asso- 
ciates Space Designers (ASD) as the ar- 
chitects ofthe project in late 1994. ASD's 
reputation of having built a big portion 
of Pune city and their rapport with the 
local civic administration made them 
the obvious choice. In those days, when 
road travel to Mumbai could take any- 
where between five and 12 hours, Satish 
did not want to waste time travelling to 
meet a Mumbai-based architect like 
Hafeez Contractor. Today, ASD occupies 
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the first floor and Satish's office is on the 
second in the same building, which is a 
few kilometres away from Pune station. 


After the early years, when the pa- ` 


perwork was in place, Satish started mo- 
ving out more often to see more town- 
ships in India and abroad. He visited 
Powai Gardens and DLF in Gurgaon. He 
visited the Singapore software technol- 
ogy park and Silicon Valley in the US. He 
sent his architects to China to study 
townships there. Slowly, the finer details 
of his plan fell into place. His city would 
certainly adopt the San Jose-Santa Clara 
walk-to-work' concept. His buildings 
would not have 'inhuman' numbering 
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system for sectors (like in Navi Mum- 
bai). There would be no building on a 
quarter of the land. It would be left open. 

There were some problems, though. 
Some families, giving in to popular be- 
liefthat the project would never take off, 


broke off and sold their land separately. | 


These were valuable pieces of land ad- 
joining the main road to the Pune air- 
port. But that did not deter the rest. They 
did something risky in a haste. To prove 
that there was action, the Magars an- 
nounced a huge Mega Centre on a piece 
of land on the main road. This was 
meant to be a mall for traders as Hadap- 
sar, the locality where Magar village is 















_____MAGARPATTA 





situated, was a feeder region for com- 
modities to other areas in Pune. The 
centre, meant to attract people to the 
project, is still not complete. Says Satish: 
“I thought it was a calculated risk at that 
time. But now, the demand for the mega 
centre is growing because of the popu- 
larity of Magarpatta City." 

Soon after the Magars got a formal 
approval for the project, a friend set up a 





meeting between Satish and HDFC | 


chairman 


ture and then put up one building with 
72 flats. They also set up a small office, 
hired marketing professionals, and 
trained them to sell their dream. Mar- 
keting executive Manesh Sharma came 
on board when the city did not even 
have a gate and the first building was 
still being constructed. In May 2001, 
soon after the construction started, the 
flats were put up for sale. As cash started 
trickling in and the buildings got con- 
structed, Satish could 





Deepak Pa- 
rekh. Satish 
asked for Rs 
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Parekh offered Rs 2 crore. Parekh 
wanted Satish to start small, build his 


dream brick by brick, rather than opt for | 
a big bang. Parekh offered other good- ` 


ies. He said that HDFC Realty, the real 
estate arm of HDFC, would even market 
the project exclusively through its 
branches around the world. Satish, now 
thirsting for action, bit the bait. Says 
Satish: "Looking back, it was a sort of an 
amateurish presentation. I am really 


happy that I did not get the Rs 100 crore | 


then, as we would have never realised 
what we are capable of." 

With the Rs 2 crore, Satish and the 
villagers started off with the infrastruc- 
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Magarpatta 
a OR lifestyle now 


Swanky new cars are the order 
_ of the day today in Township 

_ Magarpatta, which, till three 

| years ago, was agricultural land 





raise funds from banks. 
Over 1,200 flats in more 
than a dozen buildings 
have already come up. 
Of 79 bungalow flats in 
the first phase, only 
seven are available and 
74 of the total 85 row 
houses (costing Rs 27 
lakh each) have been 
taken. Over 300 families 
have already moved 
into the complex. Con- 
struction worth Rs 275 
crore has already been 
done in the city. 

Over half a dozen 
companies have signed 
up to move into the first 
cybercity building. Very 
soon, 3,000-odd people 
will start working for 
these companies, most- 
ly in BPO. Knowing they 
will have to be ferried 
back and forth from 
work, villagers like 
Nilesh Magar have 
bought Toyota Qualis 
vehicles to start a trans- 
portation business. He 
is also buying more flats in the city to 
rent them out. Over 90 young people 
were identified and told that they would 
get to do jobs in the township if they 
qualified. Ravindra Magar joined a 





| diploma course in electrical engineer- 


ing in 1997 thinking about this opportu- 
nity. Other villagers have invested their 
money in buying machinery to make 
aluminium channels or pre-cast con- 
crete slabs to be used in the buildings. 
Only one villager is an employee of the 
company, to look after the accounts and 
administration. 

The ingenuity of these tough Mara- 
thas never fails to impress. E 
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Confluence 2003 in association with kotakstreet.com, presents Livestock 2003, the live online trading game 
where budding fund managers from the top Indian B-Schools do battle! Livestock is the curtain-raiser 
of the biggest international B-School conference in the Asia Pacific, Confluence 2003. Comprising a plethora 
of case contests, simulation games, industry talks and exciting online competitions, Confluence is the ultimate 
crucible for leaders of tomorrow. 


kotakstreet.com Media Biptfier 
Official Partner- Livestock 2003 Businessworlc 
www.kotakstreet.com | | te y the game 
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AARTI KOTHARI 

HERE were you when 
they were passing out free 
Karma Colas? No doubt 


your clients or reclining in 
your den listening to Sean 
Paul. Here is one word you might want 
to consider: afterlife. When it is time to 
cross the River, it would be a bad idea to 
show up with just an empty bottle of 
sparkling water to help you float. So 
stock up now and stock up good on your 
soul curry. Don't know from where to or- 
der it? Dont bother checking the Yellow 
Pages, Heaven aint listed there. 

Here's the deal. Keep your cheque- 
book ready and your social network 
well-oiled. In return ActionAid will de- 
liver some good Karma direct-to-home. 

ActionAid India Society (AAIS) isa 
Bangalore-based non-government or- 
ganisation (NGO) that helps downtrod- 
den, minority communities come out of 
poverty Removing poverty requires 

money and since there are so many 





shooting bullet-points at | 





In these days 
of give and 
take, even a 
charitable 
deed can get 
you freebies 


ARPIT SHARMA 


poor AAIS wants to help, it ps IN A will be spent on sales and 
needs a lot of money. By <Ç Se other multi-level giving 
December 2004 AAIS "iE o initiatives, another on 


hopes to raise Rs 15 
crore through 'Karm 
Mitra — the 30-year 
old NGO’s first serious 
fund-raising pro- A 
gramme in India. This is Me 
really a lot of money be- 
cause CRY, India’s most suc- 
cessful NGO, needed almost 20 
years to raise Rs 23 crore in a year. 

But getting people, caught as they 
are in the web of reality, to open their 
hearts is difficult. One of the reasons is 
that what you pack for the afterlife never 
shows up on this lifes balance-sheet. 
AAIS' chief executive Jeroninio Almeida, 
who has sold space for business publi- 
cations of the Indian Express group, 
knows this. He has designed the fund- 
raising programme such that the donor 
gets benefits many times over what he 
donated in the first place. These privi- 
leges are expected to cost AAIS half of 
the total funds raised. Of this, a quarter 
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marketing and adminis- 
tration costs and halfon 
donor benefits. The re- 
maining will be allo- 
(> cated to community 
= welfare operations. 
Jerry, as Jeroninio is 
called, and his team have de- 
vised a neat tariff plan (reminiscent 
of the cellular ones). Adonorcan choose 
one out of four donation plans starting 
at Rs 3,000 and going up to Rs 24,000. 
Jerry's got divine inspiration for this. 
Karm Mitra, or KM as the programme is 
called, is inspired from the theme at an 
ISKCON meeting, 'Mahamantra japo, 
holiday jeeto.' This unique style of mar- 
keting charity was launched this Sep- 
tember in Delhi after 10 months of re- 
search. In this programme, donors will 
be wooed through co-branded credit 
cards, music concert tickets, events like 
a Madame Butterfly' supper theatre 
performance, Hollywood movie pre- 
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The Hidden í 
f az 

he Hindu astronomy is based upon the configuration of 

the nine planets [Navagrahas] and their combined influ- 

ence on the world in general and each individual in par- 
ticular. These Navagrahas appear to move in the celestial sphere 
with reference to the stellar constellations known as Nakshatras 
(Stars). The movement of these bodies with respect to the 
nakshatras are said to control a person's destiny. Indian astro- 
logical calculations are totally based on the planetary move- 
ments and the position of these planets located at the time of a 
person's birth. It is widely believed that the possibilities and 
potentialities of his life, status and prosperity etc can be deter- 
mined well in advance by these very calculations. For many, 
astrology is not just mere belief but an inseparable part of their 
life in this country where traditionally every important aspect of 
ones life is associated. The navagrahas occupy very important 
place in the Hindu mythology and are deities found in most of 
the temples either grouped together on a panel or in a separate 
pavilion. Ancient saints have stressed the importance of 
Navagraha worship in their sacred inscriptions, which are avail- 
able even today. According to one, Maha Prayaschitha Grantha’, 
by the worship of Navagrahas, the planets which are in auspi- 
cious situations offer increased fruits of benefits for one's 
actions while the PUR which occupy less favorable situations 
E. ¿s > tend to remove the 
^ evil effects of a per- 
son's karma. 
According to the 
$$ needs of his \her 
horoscopes, one has 
to perform Shanthis 
or Parikaras (propi- 
tiatory actions to 

VET un. counter the ill 
effects) for the m and its presiding deity such direct appeals 
to the concerned planets and their Lords is said to give desired 
results. 

A pilgrimage tourist circuit that has been gaining popularity 
in recent times is the set of ancient Navagraha temples in Tamil 
Nadu which are all located with in a radius of apx 60 kms. i The 
Navagraha temple tour on offer by the Tamil Nadu Tourism 
depart i is unique and probably the um one of its kind, where 
i f ne Nip Het nine sas 
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yt Tamil Nadu 


as international markets. We are certain that in 
the time to come this package will be the 
most sought one. With the major inter- 
national tourism event scheduled in a% 
Chennai this month which will be 98% 
attended by tourism professionals 
from various nations especially 
the decision makers, along with Tod m 
the core strengths of TN. We SSAA 
will also make presentations 
on the navagraha circuit 
and its importance as . 
well," says Shaktikanta 
Das, IAS, Commissioner 
& MD Tamil Nadu 
Tourism ge 
Development MESS 
Corporation. 3 

The Navagraha E 
temples cluster 
refers to a set of EXZER 
nine temples in the i 
ancient Chola king- Ë 
dom region of Tamilnadu, that are associated with legends and 
numerous beliefs. It is to be noted that the first of these, the 
Surya temple is the only one that is dedicated to the graha or the 
celestial body itself and is dated back to11th-12th century; all 
the other eight are ancient temples dedicated to Shiva. Six of 
these eight temples have been revered by saint Tevaram in his 
hymns that are dated back to the 2nd half of the 1st millenni- 
um. There is a belief that there exists a second set of nine tem- 
ples in Tirunelveli district of TN, which are said to constitute the 
Navagraha cluster of temples in that part of the state. 

The collective ascent to prominence of these very ancient 
temples might be only a recent occurrence though, but for those 
who believe in the theory of karma and those wanting to nullify 
the negative effects of planets and appease the presiding lords, 
a visit to these shrines and pariharas performed in planetary 
Lords own place, will bring all their smiles back. The Tamilnadu 
tourism department conducts guided weekend tours to these 
shrines. For the convenience of the, tourists the tour starts (om i 


Chennai on every Fridaygat, 1 
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miere, celebrity ball and live reporting. 

But, before all this we must tell you 
about Bertrand Russell's turtles, which 
support the Earth from falling down gi- 
ant cavities in space. Stacked one upon 
the other, the turtles lend stability to the 
order of things. AAIS is using its own tur- 
tle here: and the turtle is you. More pre- 
cisely you, your friend, your friend's 
friend and so on — the gentle world of 
charity resting so tantalisingly on you 
all. To paraphrase Scott McNealy: "The 
network is the contributor". 

For every donor you introduce to the 
programme you get 6% of the donation 
made. Further, for every person the 
donor you introduced gets, you get 196. 
This goes on. While it may not be 
Amway, it could be its distant cousin. 
(On the other hand, if you 
take the many afterlives 
over which this compound- 
ing will hold — Mein Gott!) 

By 2004, it is estimated 
that KM will havea presence 
in seven cities — Mumbai, 
Delhi, Hyderabad, Kolkata, 
Ahmedabad, Pune and 
Bangalore with 5,000 
donors in each. AAIS ex- 
pects 65% of the funds 
raised to come from the 
Rs 3,000-donation plan. At 
the highest level it expects 
750 couples from all cities 
combined. If we assume 
that the rest of the donors 
will give Rs 6,000 each, the 
total funds raised amount to over Rs15 
crore. This compares well with the Rs 2.6 
crore raised by AAIS internally in 2001- 
02 and the Rs 10 crore in 2002-03. 

What makes the AAIS offer com- 
pelling is that even corporations have 
been roped in in a seemingly win-win 
situation. Not only has ICICI Bank com- 
mitted to providing free credit cards to 
all KM members for the next three years, 
but also Rs 300-plus to AAIS for every 
card distributed. Further, 0.05-0.3% of 
the 1% ICICI Bank earns on every pur- 
chase on a credit card will be donated to 
AAIS — the amount varying propor- 
tionately with the size of the spend. 
Normally, it costs the bank roughly Rs 
800 to acquire a new card user. Conse- 
quently, the bank ends up paying a min- 
imum of Rs 250 per card to AAIS, taking 
into consideration the card fee (Rs 750) 














forgone in the first year. 

What's ICICI Bank angling for? Says 
R. Madhivanan, business head (cards): 
“Our biggest benefit comes from the 
fact that we enable the customer to ful- 
fill the need for charity easily while at the 
same time ensuring the use of this card 
as the customers preferred credit card 
thus resulting in higher overall spends.” 
Therefore, for ICICI Bank, the cost of ac- 
quiring a new customer reduces while 
consumer loyalty and spends increase. 

Next life is fine, but what happens in 
this life. You want to bawl out: “I need 
protection for the physical apart from 
the metaphysical.” Relax. Take a deep 
breath. Say "Om" Actually say: “Om Ko- 
tak". AAIS has also joined hands with 
OM Kotak Mahindra (OKM). The com- 





Jerry Almeida: giving a commercial twist to charity 


pany has offered group term insurance 
for which the NGO is paying Rs 2.5 for 
every Rs 1,000 of insurance. The original 
cost involved being very low no sub- 
stantial subsidy is involved but OKM is 
bearing a part of the programmess full 
advertising costs. 

The gain to OKM in immediate rev- 


enues does not mean much but in | 
terms of future customers is important. 


Usually group insurance is bought by 
companies in the employer-employee 
form. In the larger groups, the number 
of employees is in the range of a few 


thousands and the cover per employee | 


in lakhs of rupees. What AAIS is offering 


is a huge future group of 35,000 mem- | 
_ is good. Greed cuts through. Greed clar- 


bers in the next year alone. 

AAIS has also figured two other 
things out for you. One, that all this is 
just Maya. And you might want an es- 
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cape. So itis throwing in holiday pack- 
ages as well. 

Holidays include free accommoda- 
tion at one out ofa list of 22 destinations 
offered by Heritage Holidays at a cost of 
Rs 90 per package to AAIS. However, 
each donor must pay Rs 800 for taxes, 
reservation, handling and courier 
charges at the Rs 3,000 contribution 
level and four-fold at the Rs 24,000 level. 
According to Sagar Arora, chief manager 
marketing and business development, 
Heritage Holidays, the economics of the 
proposition are based on the principle 
of realisation just like in insurance. 

And what good is a holiday if you 
cannot call office and talk to your 
stressed out colleagues while sipping 
Daiquiri or nariyal pani and feel indis- 
pensable. But what you 
need is not the hotel phone 
with a 100% mark-up. You 
need a low-cost solution. 
AAIS has a tie-up with Re- 
liance Infocomm, the de- 
tails of which are as yet not 
available. However, the two 
more expensive donation 
plans offer coloured hand- 
sets as against white ones 
for the less costly plans. 
Other tie-ups, some existing 
and others in the pipeline, 
include those with Mantra 
Online, Times Foundation, 
BPL for CTVs at 60% dis- 

count, TVS Motor, Bharat 
Petroleum, Indiatimes and 
the Taj Group of Hotels for holidays over 
the course of the next one year. 

On the downside, some questions 
need to be asked. First, is it really sound 
economics when the size of your wel- 
fare spend should equal your payout for 
benefits? After all, not only does CRY 
raise greater funds per year without 
such a grand marketing plan but it also 
spends the majority of those on cause- 
related operations courtesy its lower 
marketing spend. Further, is it neces- 
sary to feed-the-human-greed in order 
to inspire people to participate in char- 
ity when other NGOs seem to have sur- 
vived so far without it? 

But like Gordon Gekko said: “Greed 


DINESH KRISHNAN 


ifies”. It clarifies that beneath that Maori 
warrior, look, there is a nice man who 
just wants the good of mankind. gp 


JobStreet showcases the pick of jobs for the week. 


TVS Motor Company 
Executive Market Research, Hosur 
B.Com./B.Sc.(Stats) with 1 yr. experience 


McCreade Software Asia Pvt. Ltd, 
Business Analyst, USA 
5 years of Business Systems Analysis experience 


Hutch 
Most Assistant Manager-Collections, Gujarat. 
aa Bachelors Degree with 4 yrs; cita in Collection & Credit monitoring 
, accurate in Non Banking Financial institu 
free job alert. | 
uem | Colgate-Palmolive(Indi jtd. 
District Manager{South), Hy yderabad, Secunderabad 
3 yrs. experience in FMCG industry 


Bajaj Auto Finan cé Ltd. 
f, balpur 
5 years experience wer B.Com. and NBFC 
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BROWSING 
Mehmood Khan 


Global head (innovation), 
Unilever, UK 


I go through several books at a time, 
and just now I am reading SAVING 
CAPITALISM FROM THE CAPITAL- 
ISTS by Raghuram G. Rajan and 
Luigi Zingales along with a book on 
Chairman Mao. It might seem a 
strange mixture but my reading is 
fairly eclectic — a mix of history, pol- 
itics and any new title from a 
favourite author. I had seen some 
good reviews of Saving Capitalism 
but more than that it's the author 
who made me pick the book. Rajan 
was my junior at IIM-A. I am reading 
THE PRIVATE LIFE OF CHAIRMAN 
MAO by Zhisui Li because China 
fascinates me. I have been involved 
with that country for the last 14 
years, and chairman Mao comes 
through as a colourful personality. 
[ read it for relaxation! Ld 
ALERT 

When Yes Means No! 


Edited by Laurence J. Brahm 
(Charles E. Tuttle Co.) 





POLITICAL economist 
Laurence Brahm ex- 
plains the complex ne- 
gotiating processes of 
China in this slim 
guide. Brahm uses a 
series of vignettes il- 
lustrative of ancient military 
maxims (from Sun Tzu's Art of 
War) that, he says, influence the 
Chinese negotiating mentality. 
His tip: foreign investors are at 
great risk if they fail to take into 
account this cultural backdrop. lB 














ABHEEK BARUA 





REE markets can and often do 
fail to deliver socially desirable 
outcomes. Unfortunately so 
does government. Thus, public 
policy choices are not made in 
a neat bipolar world with the 
market on one side and a benign gov- 
ernment on the other. The choice, 
argue the editors of this book, is 
between varying shades of grey. The 


fine art of choosing between these | 
shades of grey, thus crafting a balance | 


between markets and government is 
the central theme of this volume. This is 
a festschrift for celebrated economist 
and teacher, Mrinal Datta-Chaudhuri. 
MDC, as he is popularly known. 
He made a seminal contri- 
bution to this debate on 
markets versus the state in 
his widely quoted ‘Market 
Failure And Government 
Failure’, published in 1990. 

The essays in this col- 
lection fall in two broad 
categories. Some examine 
fundamental analytical 
questions concerning the 





SELECTION 





aintaining 


debate between the markets and states. 
Others look at specific sectors of the 
economy where nuances of this debate 
manifest themselves: the labour mar- 


_ ket, education and electricity. There is a 


caveat though. While the theme has 
universal appeal, the book is written 
essentially for and by economists. Thus, 
a number of the essays are quite techni- 
cal and the uninitiated reader could 
have trouble comprehending the 
arcane semiotics of economic theory. 
There are three essays that stand 
out, in my opinion. George Akerlof and 
Rachel Kranton's ‘A Model Of Poverty 
And Oppositional Culture’, for one. The 
authors use the tools of microeconom- 
ic theory to examine the social conflict 
between blacks and 





MARKETS AND 
GOVERNMENTS 
Edited by Kaushik 
Basu, Pulin B. Nayak 


Governments 


and Ranjan Ray 
Oxford University Press 


Pages: 268: 


price: Rs 595 





Reinventing 


F you want to be the company of the 


future, you cannot ignore Business 


Process Management — The Third 

Wave , say the publishers. And going 
by the reaction of some CEOs and busi- 
ness managers of major American cor- 
porations, it may not be just a tall claim. 
The book describes a radical shift in 
process thinking that can transform to- 
day's information systems and reduces 
the lag between management intent 
and execution in a simple way. 

What exactly is a process- managed 
enterprise? Its one that makes agile 
course corrections, embeds Six Sigma 
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quality and reduces cumulative costs 
across the value chain. It pursues strate- 
gic initiatives including mergers, al- 
liances, acquisitions, outsourcing and 


_ global expansion with confidence. 


BPM is neither a novel form of au- 
tomation, a new killer-app nor a fash- 


| ionable new management theory. With 


the third-wave BPM breakthrough and 
its mathematical underpinnings, busi- 
ness processes can now be freed from 


| the constraints of existing IT systems. 


And this thesis comes from authors with 
impeccable credentials. Howard Smith 
is chief technology officer (Europe) of 











whites in the US. They argue that the | 


"d extent to which minority groups feel 


opposition to the dominant culture can 
affect their levels of poverty. This analyt- 
ical apparatus can easily be applied to 
the contemporary social political sce- 
nario in India with its extreme polarisa- 
tion between communities and ten- 
sions emerging from social churning. 

Pranab Bardhans essay, 'Crouching 
Tiger, Lumbering Elephant’ questions 
the conventional wisdom about the dif- 
ference between India and China. 
Chinas ability to take hard economic 
decisions in contrast to India, he 
claims, is not a matter of authoritarian- 
ism versus democracy. China's advan- 
tage stems from more co-ordinated col- 
lective action that, in turn, follows from 
less ethnic diversity and greater eco- 
nomic equality. The presence of a social 
safety net and educational equality 
make the shocks of transition to a capi- 
talist system more bearable. 





Dilip Mookherjees somewhat infor- - 


mal piece, 'Markets Versus States: A 
Sterile Controversy?' is an excellent sur- 


marginalised and seek fulfilment in | 


| 
| 


i 


vey of the literature on this debate. He | 
demonstrates that the traditional mar- | 


KAUSHIK BASU is professor of eco- 
nomics, Cornell University 


PULIN B. NAYAK is professor of eco- 
nomics, Delhi School of Economics 


RANJAN RAY is professor of econom- 
ics, University of Tasmania 


ket failure paradigm has too narrow a 
focus to make a case for government 
intervention in the few areas that it is 
needed (such as financial market regu- 
lation). However, the more contempo- 
rary theories of information asymmetry 
and incentive-creation that the essay 
surveys provide a convincing rationale. 

The collection has its share of 
empirical pieces. Ranjan Ray surveys 
the relationship between child labour 
and schooling in some of the emerging 
economies. The policy conclusions that 
emerge from this are interesting and 
compatible with the ‘shades of grey’ 





paradigm that underpins the collec- | 
tion. Thus, Ray suggests that a combi- ` 
nation of schooling and employment of | 
children rather than ‘school only’ is a | 
more viable public policy goal. Another ` 
empirical piece by Eytan Sheshinski | 
and Lopez-Calva surveys the empirical | 


evidence on the benefits of privatisa- 
tion. They look first at the testable 
implications and hypotheses that the 
theoretical literature throws up and 
then using cross-country data to test 
the hypotheses. Sheshinski and Lopez- 
Calva find that for privatisation to suc- 
ceed, one needs to streamline corpo- 
rate governance issues and introduce 
legal changes for investor protection. 
The only essay specific to India is on 
power sector reform and turns out to 
be a tad disappointing. 

There are a number of things to 
commend the collection. For one, the 
authors do not give polícy issues the 
short shrift by being too theory-heavy. 
They also avoid the temptation to 
hard-sell their ‘world-view’, which 
makes the essays more exploratory 
than rigidly prescriptive, Besides, the 
‘cases’ that the articles survey may be 
set in a particular context, but they 
have fairly universal application. While 
the articles are diverse in focus and 
methodology. a unifying theme hold- 
ing them together is apparent. mS 

Abheek Barua is senior ecónomist. 
Centre for Economic Research 
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Computer Sciences Corporation (CSC) 
and co-chair of the Business Process 
Management Initiative. With more than 
24 years in the IT industry, he is a highly 
regarded expert for his work in predict- 


© BUSINESS 

PROCESS MAN- 
3 AGEMENT - THE 

EE THIRD WAVE 


. By Howard Smith 

. and Peter Fingar 

. Meghan-Kiffer Press 
Pages: 311; 

price: $39.95 





-engin 





ing and shaping technology at the inter- 


Group. Over a 30-year career, he has 
taught graduate computing studies and 
held management and technical con- 


corporations. 

Ten years ago, it was CSC's James 
Champy who co-authored Reengineer- 
ing The Corporation, which was a trend- 


| vents re-engineering. The book pro- 
| vides a detailed and practical vision of 
| the next generation of business process 
| systems, and is specially useful for those 
| engaged in developing workflow sys- 
| tems, It is not, however, aimed at geeks 
| ortech whizzes; the book is clearly writ- 
section with business. Co-author Peter | 
Fingar is an executive partner with the | 
digital strategy firm, the Greystone ` 


ten for business managers who have 

some sense of enterprise IT and its im- 

pact, both good and bad, on firms. 
Smith and Fingar point out that 


| much of the problem lies in the inflexi- 
| bility of systems to adapt rapidly to the 
sulting positions with a host of major | 


changing business environment. Man- 


| agers need to have control of the overall 


| business processes to adjust quickly, 
| but find themselves hobbled because 


setter. Quite a few business managers | 


believe that The Third Wave is a more 
groundbreaking work because it rein- 
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, maysound obvious, the solution offered 
| is potentially profound. 


| business processes are often embedded 





into existing IT applications. While this 











m IFFERENT people have interpreted the 
‘Supreme Courts decision in the 
| HPCL/BPCL case differently. Opponents of | 
9 privatisation hope that the strategic sales - 
Pus route is finally dead. Proponents of reform 
believe t that’ in a country that subscribes to reincarnation, 
there is life after death. The Supreme Court and high 
courts use the Constitution to judicially review govern- 
ment policies. The Constitution is the bedrock. However, 
‘due to amendments, the Constitution today is not the one 
weinherited in 1950. And what doesn't receive enough at- 
tention is that reforms are decidedly anti-Constitution. If 
_ there were to bea public interest litigation (PIL) challeng- 
ing liberalisation, the courts would be right in admitting 
it. And they would be right in 
ruling against reforms. The 
problem is not with the courts, 
but with the Constitution. 
There are problems with the 
Preamble itself, which thanks 
to an amendment in 1976-77, 
is now socialist, Although so- 
cialism is open to many defini- 
tions, the most common is 
public ownership of the means 
of production. Thus, the apex 
court has held in the past that 
socialism is to be equated with 
nationalisation. Therefore, pri- 
vatisation and disinvestments 
(even without strategic sales) 
are anti-Constitution. 

Nor is the argument of PSU 
reform that it would free them 
from 'social' objectives acceptable. The Constitution im- 
poses social obligations on the state and Article 12 defines 
state as: "In this part, unless the context otherwise re- 
quires, 'the State' includes the Government and Parlia- 
ment of India and the government and the legislature of 
each of the states and all local or other authorities within 
the territory of India or under the control of the Govern- 
ment of India." | 

The mo with the “under the control " clause. All 





ey Liberalisation b believes in the market and DIGDeRY 
rights. Canone havea market-based system when right to 

operty is no longer a fundamental right? The argument 
that the excised fundamental right to property (Article 19 
= can ie — in EE yond icu ci Article 21 











o reckon with h Articles 3 31A, 31B and 31C. These Ninth | 
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The constitution is against 
liberalisation and any 
reform can be challenged 
in the courts of law 





| 
| 
| 
| 
| 
| 
| 
| 
| 
3 
| 
| 
| 
| 


Schedule laws can't even be questioned judicially. Articles 
36 through 51 are part of the directive principles of state 
policy which aren't judicially enforceable. 

Nevertheless, the directive principles colour court 
judgments. Reforms increase inequalities but this would 
run foul of Article 38 (2): “The State shall, in particular, 
strive to minimise the inequalities in income, and en- 
deavour to eliminate inequalities in status, facilities and 
opportunities, not only amongst individuals but also 
amongst groups of people residing? in different areas or 
engaged in different vocations.” Similarly, Article 39 re- 
quires the State to ensure “that the ownership and control 
of the material resources of the community are so distrib- 
uted as best to subserve the common good” and “that the 
operation of the economic sys- 
tem does not result in the con- 
centration of wealth and 
means of production to the 
common detriment”. Some 
problems with the Constitu- 
tion have received attention, 
such as Articles 112 and 266 
that requires all receipts to go 
into the Consolidated Fund 
and prevents the earmarking 
of revenue (including disin- 
vestment receipts) for specific 
purposes. Articles 246 (Sev- 
enth Schedule) and 248 result 
in controversy about who can 
tax services: the Centre or the 
states. But there are more seri- 
ous mindset and conceptual 
problems with the Constitu- 
tion. We inherited a Constitution that sought to preserve 





ANTHONY LAWRENCE 


individual rights. The State sought to usurp these rights in 


the name of socialism. Laws were struck down and the 
tension resolved by the State amending the Constitution. 
It increasingly became socialist in content and spirit. The 
argument that the basic structure of the Constitution 
can't be altered is legal fiction. Such amendments have al- 
tered the 1950 Constitution substantially. 

The State's attempt to give up commanding heights 
and harp on individual rights clashes with the Constitu- 
tion's socialist legacy. Confre nting asimilar situation in 
the US in the 1950s with his New Deal, President Roo- 
sevelt struck a deal with the judges. That's not possible in 
India. The Constitution Review Commission should have 
attempted a proper re-examination. Instead, it shied 
away from this task. Until the Constitution is amended, 
and its 1950 spirit (if not content) restored, liberalisation 
will always come up against a judic I challenge. Buti is 
any political party prepared to take on i this m 
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54 cms * 110 Program memory * 1500 Waits 


Sansui Hard Rock-21 PMPO * Woofer * Surround Sound * Self 


demonstration * Selectoble Picture - 5 modes 
FLATOTRON TV * Selectable Sound - 4 modes 
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53 cms * 1500 Watts PMPO Sound Output * Jog Dial 
Sansui Hard Rock Menu * Graphic Equaliser * Music Mode * Calendar 
— e N ENA * Telephone Directory * Game * Woofer Indicator 
JOGSHUTTLE-21 * Also available Hardrock Jogshuttle 20 (51 cms) 


f 54 cms * 1000 watts PMPO * 110 Program 
Sansui FURATTO-2/ Memory * Selectable Picture and Sound * Boss, 


FLATOTRON TV Treble & Balance Control * Zoom * Message 





THE 1500 WATTS SANSUI SUPERPOWER SERIES. 


The Sansui flat screen TV with the most powerful sound in India. 


Sansui Superpower Series of TVs shatters the sound limit in the world of TVs. From 1000 watts to1500 watts of mind-blowing sound will 
have adrenalin coursing down your veins. What's more, this amazing sound experience is complemented by the superior picture 
quality offered by the Sansui flat screen, to offer you a complete viewing experience. *For 7 year warranty details, please refer W/card. 


Warranty 
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Visit our site: www.corollaindia.com 


Toyota's pursuit of perfection has made the Corolla the world's bestseller. A passion we 
share with over 3 crore Corolla customers across 160 countries. Nobody tells gripping stories 


of passion, achievement and self-discovery better than the Corolla. What is your story? 


Touch 
Perfection CP TOYOTA 


For further information contact Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080-7287073 dentsu/tkmc/corolla/bw-2/2003 
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Joy * Innovative Technology concept of free incoming calls on mobiles in India. 


We've chosen the latest and the best technology available We have succeeded in bringing about a paradigm shift in the 


in the world and deployed it over a large network. That's Indian mobile phone industry. The result: Millions of people 





how we've managed our project costs innovatively, now own a next generation multimedia mobile phone. 


Optimised use of next generation 
technology to make multimedia 
; ; ; I mobile communications affordable. ' f f 
plans. Becoming the first to introduce the revolutionary Another first from Reliance. advanced technology, that's the Reliance promise. 


lowered entry barriers and offered value-for-money tariff To improve the life of every Indian using the benefits of 


<> Reliance 
IndiaMobil 
We've discovered the Joy of Technology. You can experience the Joys of RIM. n la O I e 


Simply call 3o33 4343. Kar Lo Duniya Mutthi Mein 
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Q Uneasy lies the head that wears the 


crown. That's exactly the predica- 
ment facing Sunil Mittal. After 
leading the private cellular tele- 
phone service market for years, 
Mittal suddenly finds himself 


embroiled in a pitched battle with equally strong 






rivals clamouring to displace Bharti Telecom from its prized 

position. What makes his rivals even more formidable this time are 
their smarter-than-ever-before strategies and their deeper pockets. But 
it is unlikely that the astute and business savvy Mittal will take too long 
to finds a way to safeguard his position. 


Kisholoy Roy, Via email 





TRAILBLAZER 
ICICI Bank has always been a 
pathbreaker and torchbearer of Indian 
banking (‘The Global Gambit’, BW,13 
October). Sensing trouble in the 
wholesale industrial lending segment, 
ICICI Bank ventured into retail banking 
in the 1990s and 





scripted a new success 
story even as its peers were struggling 
to find their bearings in the changed 
scenario. Now it is making a foray into 
global banking with a $100-million 
investment. Hope that it has read the 
future right this time too. 
Rajesh C., Via email 


BAN THE BAN 

The Supreme Court's decision has 
stripped the citizens of their 
democratic right to protest (‘Have 
Workers Rights?’, BW, 13 October). 
Suppressing the voice of dissent has 
never done any good to any country or 
organisation in the long run. Only 
those public and private sector 
companies that truly value and nurture 
their human resources manage to 
climb to the top of the heap. 
Siddhartha Raj Guha, Jabalpur 
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NOT SO RIGHT 

The Supreme Court's order against 
strikes and the Kolkata High Court's 
decision to ban processions on 
weekdays have raised vehement 
protests, especially from the labour 
unions (‘Have Workers Rights?’ BW, 13 
October). But rights are justified only to 
the extent that they do not deprive 
others of theirs. Every change meets 
with resistance and takes time before it 
is accepted. So, there will be some 
noise before protesters learn to respect 
the rights of their fellow citizens. 

Jacob Sahayam, Thiruvananthapuram 


MERRY-GO-ROUND 

The Congress's volte face in 
Chhatisgarh was quite shocking (‘A 
Volte Face’, BW, 20 October). This was 
the same party that raised such a hue 
and cry over defence minister George 
Fernandes remaining in the Cabinet 
despite corruption allegations and 
boycotted him for one whole year. 
Now, when it was the Congress’ turn to 
demonstrate its integrity, it simply 
chose to do that it apparently detested 
so much. It is really difficult to 
distinguish one political party from 
another when it comes to their actions 
and rhetoric. They take turns in 
criticising what the other practises. For 
them, ends have always been more 
important than the means. 

Sumit Suman, Guwahati 


Letters can also be sent to 
editor@bworldmail.com 


Hands gesturing with palms spread outward 


shows openness. 


Leaning closer to a person 


establishes interest. 


Kinesics or the science of body language is accepted 
today as a powerful motivational tool. As a leader, 


whether you realise it or not, your body language 


To create a highly effective, energised organisation with its 


own language. 


The language of companies that win. 


transmits an energy that motivates your people, helps 


The | d lin TM. 
them maximise their potential and rewards their e language of adrenalin 


passion. The language of leaders. 


Which is where adrenalin TM - an innovative business 
software for employee transformation, helps. It is 
designed to be in synergy with your vision, to tap into 


human potential and deliver high performance. 
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adrenalin’ 


"It transforms!" 


For information: write to info@adrenalinet.com or visit www.adrenalinet.com 
For a demo: call Delhi - Pankaj Chopra *91.98992.40001; 
Mumbai - Bharat K *91.98209.03635; Chennai - Satish Gaekwad *91.98840.68315 





business-to-employee web-based software 





e Talent Management * Analytics * Web-based HR * Manager & Employee Self-Service * Workflow Automation 
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cover sro 34! [ne Chinese Puzzle 


How can an Indian firm considering an investment in China sort through the myths and realities of the enig- 
matic country? While there is no secret formula for success, there is a list of dos and don'ts. BWleads you into 
the Middle Kingdom and shows what it takes to be successful behind the bamboo curtain. 





Telecom Tangle A Heady Rally On 
The group of ministers (GoM) on telecom finally chose to go The Bou rses 


with the TDSAT ruling on WLL. No roaming facilities for sub- 
scribers is one of their decisions. The question is: will it stick? Attractive company results 
and heavy investing by the 
foreign institutional in- 

vestors are likely to sustain 





Metro AG Is the German cash and carry giant flouting 
India’s retail FDI norms? Indian retailers think so. 








State elec- the bull run in the markets 
tions The Congress for some time to come. 
and the BJP gird up for An online trading » 
the battle that could session at the BSE 
well determine who i 
heads the next coalition Flying together Indian Airlines and Air-India at 
at the Centre. last abandon their divisive policies. 
« Digvijay Singh and Jy- | 
otiraditya Scindia kick BPO Captive BPOs now want to offer their services to 





off the campaign in MP | externalclients. Are they up to it? 
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PERSONAL FINANCE 


74. Know Your * 
Mutual Funds 


With the markets on a high, heres a 
guide to selecting the brightest stars in 
the mutual funds universe. 









T a business party I attended the other evening, 
almost everyone seemed to be talking of the 
great Chinese opportunity. There were busi- 
nessmen who talked about opening manufac- 
turing bases in that country to take advantage of 
the cheap labour. There were others who talked about the 
| great market that China represented for their particular prod- 
| ucts. There were those who had recceed China recently and 
| couldnt stop gushing about the country. And then there were 
those who were planning to go there very soon and were 
lapping up all the China stories they could get. Everybody at 
the party, in fact, seemed on the verge of taking the very next 
flight into China. 








79 Fund Talk Have a systematic investment plan 
and forget your worries about where the market is headed. 


80 Taxonomics: Vinod Gupta The nitty gritty of 
tax treatments of housing properties. 


| 

| 

| 

i 

x 

| 

| 

| 

84 News The latest corporate results; pension reforms; | 
the launch of a gift card; and more. | Idonotthinktheoptimism and euphoria about the China op- 
| portunity is misplaced. But I do think that it should be tem- 

88 Money Talk Datato help you track your invest- | pa ed with some degree of cau- 
ments, your insurance and your borrowings. | tion. That is also the point that 
| Harvard alumnus, former IT 
| marketer, and our writer-at- | 
| large Jehangir Pocha makes in | 
| the BW cover story this issue, | 
| Pocha, who has been based in | 
| China for several years now, | 
| takes a close look at what Indian 
| businesses should look out for 
| while dealing w ith the Chinese, 
| and also debunks several of the 
| myths about doing business in 
| the Middle Kingdom. 
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ss! Rural Tech 

Barefoot innovators in India are learning to file 
patents and find a suitable market for their in- 
, ventions — with a wee bit of help from the Na- 
i tional Innovation Foundation. 





« The Kushal sprayer 


94 Bookmark Books on business subjects must deal 
honestly with reversals, says author Amir Hartman. 





| Meanwhile, unbridled enthusiasm and optimism is ruling in 

one other area — the stockmarkets. At the time of writing, the 

BSE Sensex has already tested the 4,900 levels andanumberof 
| stockmarket analysts are predicting that 5,500 or even 6,000 

are only a few months away. At the same time, other market 
| experts say that the current bull rur that started around April 
this year has been too fast and too furious for comfort. They 
advise booking profits at the current levels, Assistant editor T. 
Surendar takes a close look at what is moving the markets and 
whether they are overheated or not. He also lists the classic 
signs that any investor can use to check when a market is 
peaking. Read his story on page 48. 


ECONOMICS 2.0 
30! Niranjan Rajadhyaksha Free 


trade agreements are not as good as multi- 
country trade pacts, but they are a beginning. 


gm COMMENT 
| 58 Chetan Parikh The stockmarkets 


| are not yet overvalued. But it could soon happen 
and investors must be wary. 


THAT'S IT 


66 Mala Bhargava Microsofts new Me- 
dia Centre — a full-fledged entertainer — takes 
the PC beyond geeks, workaholics and net buffs, 








Finally, how will the forthcoming elections in the four states 
affect the fortunes of the BJP and the Congress and their lead- 
ers Atal Bihari Vajpayee and Sonia Gandhi? Turn to page 22 for 
the answer. 


D 
"ycS€ Y ri 


PROSENTIT DATTA, EXEC AFTIVE EDI I OR 





4 FEEDBACK 
98 BW OPINION 


Cover Design: Jyoti Thapa Mani 
imaging: Satyajit Datta 





BUSINESSWORLD 1 27 OCTOBER 2003 





TELECOM 


A hard call on the move 


No roaming for WLL, rules the GoM. Will it stick? 


N 12 October, the six- 
member Group of Minis- 
ters (GoM) on telecom 
went ahead and said ex- 
actly what the Telecom 


./ Disputes Settlement Appellate Tribunal 


—. (TDSAT) had stated in its order of 8 Au- 


gust. The GoM reiterated that limited 


^7 mobility service providers should not 


provide roaming facilities. In essence it 


. ruled out mobility outside the short dis- 
—— tance charging area (SDCA) for the code 
v division multiple access (CDMA)-based 


co 


rey 


—— 





wirelessinlocalloop (WLL) subscribers. 

It meant that all call forwarding and 
multiple registrations offered by Re- 
liance Infocomm and Tata Indicom 
would be banned. So a subscriber in 


> Delhi would effectively not be able to re- 


ceive a call in the neighbouring areas of 
Gurgaon, Noida or Faridabad on his 
CDMA handset. The country is divided 


into over 2,500 SDCAs, which are equiv- — 
, alenttoataluka. 


Logically, the Department of 


7 Telecommunications (DoT) should 
." have issued the order after the majority 


c— 


verdict of the TDSAT. However, minister 
for information technology and com- 
munications Arun Shourie decided to 


take it to the GoM. Now, after a few 
meetings, the GoM has said quite the 
same thing. The onus is now on Shourie 
to ensure that the DoT orders the basic 
service operators to stop call forwarding 
and multiple registrations. 

If not, the sector will go in for an- 
other round of litigation. Already, the 
basic service providers have not wasted 
time. Even before anything has hap- 
pened, the operators have opened an- 
other flank by approaching the 
Supreme Court against levying of addi- 


tional entry fee for lim- 
ited mobility players as 
ordered by the TDSAT. As 
before, the battle lines are 
clearly drawn now. But 
the big issue is whether 
the Supreme Court will 
entertain the application 
ofthe basic service operators at all. 

Now that the basic service providers 
have gone to court, the Cellular Opera- 
tors Association of India (COAI) is also 
planning to move the court. 

To ensure that the cellular operators 
do not get hurt, it will oppose the basic 
service operators plan to not pay any 
additional entry fees in a probable uni- 
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The Group of Ministers 
on telecom: Arun 
Shourie, Yashwant 
Sinha, Jaswant Singh, 
George Fernandes, 
Arun Jaitley and Ravi 
Shankar Prasad 


fied licence regime. 

The next meeting of the GoM on 30 
Octoberis also going to be critical. That's 
because the meeting is to decide on a 
unified licensing regime. 

In case the unified licence comes 
through, then basic operators can go 
ahead and provide roaming facilities. 
But, as things stand, it is unlikely that 
there will be a clear decision on this is- 
sue. That's because the GoM will wait for 
the recommendations of the Telecom 
Regulatory Authority of India (Trai) on 
unified licensing. That ex- 
ercise will take some time 
to happen. 

But as things stand, 
the basic service opera- 
tors are quite unper- 
turbed. It is unlikely that 
the basic service opera- 
tors providing limited 
mobility will do anything 
to restrict the call for- 
warding services imme- 
diately. For now, the con- 
sumer will still be able to 
move across SDCAs, 
though not seamlessly. 
Says an official of a basic 
service operator: “ Right 
now everything is going 
on. All our services are go- 
ing on just as before. 
Once DoT or the GoM 
give us something in 
writing then we have to 
see what to do.” 

That, after all, is the 
real issue. Unless the li- 
censor, that is DoT, issues 
an order, the basic service providers will 
not comply. For that to happen, the 
minister has to take decisive action, 
rather than create another forum to dis- 
cuss the long-festering issue. That is 
critical. 

Now the ball is in the court of the 
telecom minister. OvertoShourie. 8 

ANUP JAYARAM 





RETAIL/METRO AG 


Wholesale 


opposition 


N the 20th of this month, German cash and carry giant, the Euro 51 billion 
() Metro AG, will open its first Indian outlet in Bangalore. But, even as it pre- 

pares for the launch, a clutch of Indian retailers including Kishore Biyani of 
Pantaloon are planning to kick off legal action against it for allegedly flouting FDI 
norms. India’s FDI norms, which protect the small retailer, don't permit interna- 
tional retailers to enter the market. The only international retailers allowed to set 
up shop in India are cash and carry chains — which don't compete with mom-and- 
pop stores, but sell to them instead. 

To ensure that only retailers can buy from it, Metro will regulate access to its 
stores — letting in only those people who carry its access cards. Over the past year, 
its sales team has gone from shop to shop, company to company, signing people 
on as members. Says an ex-employee: “We have stringent systems. Cards have 
been given only to those people with a business registration number." According to 
him, 15-2096 of these cards have gone to the retailers. Another 1096 have gone to the 
restaurants in Bangalore. And the rest have gone to companies. 

This is the bone of contention. Retailers like Biyani insist Metro has handed out 
its cards — some 90,000 in all — indiscriminately. Metro denies this. Harsh Ba- 
hadur, its India head, says, “Only one or two people in the company’s purchase de- 
partment have been given the cards." But, counters Biyani, "In my architects com- 
pany, almost the entire organisation, some 25 people, have been given these access 
cards. All of them cannot be in charge of strategic buying." He sees this as a back- 
door entry into the Indian market. 

Retailers like him have come together, and are contemplating legal action 
against Metro. They have already approached the FIPB and the commerce minis- 
ter, Arun Jaitley, with their concerns. In the end, it is a question of semantics. Does 
Metro have a wholesale license — which will let it sell only to retailers? Or does it 
have a B2B license — as it believes it does. That is something which the govern- 
ment of India has to clarify. . 

M. RAJSHEKHAR 
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HATHWAY 


A change 
of outlook 


HE visiting card of an 
Outlook staffer set us off. It 
read: ‘The Outlook Group’. 
Has Outlook been spun off as a 
separate company? Yes, confirms 
publisher Maheshwer Peri. 
Outlook and its siblings, Outiook 
Money and Outlook Traveller, 
among other print interests have 
been de-merged from the Rajan 
Raheja-owned Hathway 
Investments. 

The process was started a 
little before the announcement 
allowing 26% foreign direct 
investment in print media was 
made in June last year. The actual 
legalities took about a year and 
on 25 August this year, The 
Outlook Group became a 10096 
subsidiary of Hathway 


the change is, of course, to have 
a separate balance sheet and 
corporate structure as and when 
the brand decides to get itself 
valued and invite investments. 
Hindustan Times has, in the 
recent past, done something 
similar for a 2096 investment from 
AMP Group Holdings. Hathway too 
did a similar thing earlier when its 
cable business was spun off and 
Star India invested $75 million 

for a 26% stake in that business. 
Watch out for more such media 
deals. LU 





VANITA KOHLI-KHANDEKAR 





DINESH KRISHNAN 
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HILE all eyes are on the huge 

rally in equity prices, the bond 
market too is having some fun of its 
own. Bond prices have rallied as 
interest rates have continued 
dropping. The yield on 10-year 
government bonds fell to 4.97% on 
13 October, as traders expect a 
further interest rate cut when new 
RBI governor Y.V. Reddy announces 
his monetary policy in November. 

A 3-month government bond 
today yields less than 4.5%. So the 
difference between short and long 
interest rates is a wafer-thin 0.5%. 
Or, to wrap some jargon around this 
fact, the yield curve is flat. 

What does this mean? A flat 
yield curve is normally an indication 
that the inflation rate will drop. In 
reality, our inflation rate has been 
climbing in recent weeks. So 
something has to give — either 
short-term interest rates should fall 
or long-term ones should rise or the 
inflation rate should fall 
substantially. 

It's a bit unreal out there, which 
is why some economists are 
worried that we have an 
unsustainable bond bubble. 


P f 


OHN Maynard Keynes famously 

said that we are all dead in the 
long run. Modern economists are 
often shy of making predictions for 
the really long run, perhaps 
because they have guessed wrong 
too many times. 

Two economists from 
investment bank Goldman Sachs 
have actually mustered the guts to 
sit with a crystal ball. Their 
fascinating study, Dreaming With 
Brics: The Path to 2050, says that 
there will be a power shift in the 
world economy in the coming 
decades. Four giant emerging 
economies — Brazil, Russia, India 
and China (Brics, get it?) — will 
have a larger combined GDP than 


























eit IDEAS 


by Niranjan Rajadhyaksha 


today’s G6 countries by 2040. Ten 
years later, only the US and Japan 
will be among the world's six top 
economies. But only Russia will 
have a per capita income that will 
match those in the rich countries. 

Goldman Sachs says that two- 
thirds of the rise in incomes will be 
because of higher real growth and 
the rest because of appreciating 
currencies (which will increase by 
30096, or an average of 2.596 a 
year). In 2050, India will have a per 
capita GDP of $17,366 compared 
to $40,901 in Italy, the poorest of 
today's G6. 


BS 


HERE is little doubt that there is 

a zing in the air these days. Dun 
& Bradstreet’s new optimism 
indices have captured it in no 
uncertain terms. The survey for Q4 
2003 was conducted this 
September. 

The Composite Business 
Optimism Index has climbed 4.5%, 
from 126.5 to 132.2. The optimism 
indices for volume of sales, net 
profits and new orders have 
touched all time peaks. The index 
for inventory levels too has 
increased. 

All good news, huh? The 
respondents were not sure that 
they could get away with higher 
prices. Three-fifths of the 
respondents expect no change in 
their selling price in the coming 
quarter. So that index has 
stagnated. The index for employees 
actually declined 19%, with 63% of 
the respondents expecting their 
employee stength to stagnate till 
the end of the calender year. 

Like the US, will we too be 
seeing a jobless recovery? 


es 
ND now it's time to pay a 


belated tribute. Franco 
Modigliani — RIP. * 


mets 
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SEBI 


A stockmarket 
compendium 


HE Securities and Exchange 

| Board of Indias (Sebi) attempts 

to create a comprehensive data- 

base of market participants gathered 

speed last week after it released a draft of 

the Sebi Central Database of Market 
Participants Regulations, 2003. 

Once this regulation comes into ef- 
fect, every investor will need a unique 
identification number to buy, sell or 
deal in securities listed on stock ex- 
changes, mutual funds, collective in- 
vestment schemes or subscribe to secu- 
rities to be listed in any recognised stock 
exchange, or units of a mutual fund. 

The regulations also place an obliga- 
tion on the specified market intermedi- 
aries and other entities, specified listed 





Under G.N. Bajpai, Sebi has released 
the draft for a new market database 


companies and specified investors to 
obtain unique identification numbers 
and to update the information fur- 
nished to the central database. The 
database will help Sebi track market 
participants and investors. It will go a 
long way in improving the overall regu- 
latory framework. 

Sebi had released a discussion paper 
on the central database of market par- 
ticipants on 5 September, 2003, before it 
released the draft regulation last week. 
The text of the draft regulation is avail- 
able on the Sebi website. Those inter- 
ested can send in their comments to 
Sebi till 24 October, 2003. The database 
is part of a series of new initiatives that 
have been kicked off by the regulatory 
body recently. & 

ASHISH AGGARWAL 








ep HYULIUHI 


Our customers love sunshine. 
The experts explain why. 


"The Santro Xing gets some features 
that were felt missing earlier, 
including a newly designed 
ergonomic handrest, a rear parcel 
shelf and a luggage lamp, power 
controls for the rear windows and 
that really useful storage tray under 
the two front seats." 


Business Standard Motoring 
- May 3Ist, 2003 


*Hyundai's latest launch is one of 
the best cars available in its 

segment today." 

"Safety-wise, the Santro is on par 
with the best. Part of this can be 
ascribed to the fact that this car 

will now be exported out of India for 
the world markets and hence has to 
meet all international 

safety requirements." 


Hindustan Times - June 5th, 2003 


“The car is structurally stronger 

and so safer now, thanks to the 

strict homologation norms of Europe 
where the Xing is expected to 

be exported." 


Auto Motor & Sport - June 2003 


“The Santro Xing has also broken 
out of the box of the small 

'B' segment hatches that were 
traditionally 3.5 metre long and 1.5 
metre wide. It is now 7 cm longer 
and 3 cm wider with all the extra 
length going to make the interiors 
the most spacious in the 
sub-segment. 


Times of India - June 5th, 2003 


“Santro now wears a bigger and 
more mature look." 

“Its peppy, efficient engine is one of 
the best around, the slick shifter a 
joy to use and general space inside 
very decent for a car in 

its class.” 


Autocar India - June 9th, 2003 


“Santro in its Xing avatar has left 
competition far behind in its first 
full month of sales. With record 
Santro sales in June, Hyundai 
recorded its highest ever margin 
with competition in the 'B' segment 
last month." 


Economic Times - July 8th, 2003 


“We feel that new buyers of the 
Santro are not only going to drive 

a better looking car but a better 
designed one which has improved its 
practicality and provides more 
comfort, better aesthetics and the 
much neglected factor in the 

context of the Indian automobile 
industry - safety." 


Bike 2 Car - June 2003 


"Driving the Xing and attracting 
more finger-pointings and 
hey-looks, you figure that the 
Hyundai still remains the best city 
car around." 


Business Standard Motoring 
- May 3Ist, 2003 








| 
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SAATCHI & SAATCHI 


OFFSHORING 


Uncle Sam, it's 
good for you 


NEW report authored by re- 
search firm Evalueserve, and 
sponsored by NASSCOM, 
on the 'Impact of Global 
Sourcing on the US Economy, 2003- 
2010' says offshoring is good for the US, 
not detrimental. Here are some key 
points the report makes: 
B Offshoring will grow at a rate of 15% 
for the next eight years and about $98 
billion worth of these services will be 
offshored by 2010. 
ll For every $100 ofcall-centre work off- 
shored by US firms, $143 goes back 
into the US economy as repatri- 
ated profits, increased sales oftele- 





economies and an increase in the dis- 
posable income leading to the expan- 
sion of the global market for US goods 
and services. For example, in India., the 
proportion of the consuming class in 
the overall population expanded from 
14% to 30% in the 1990s and is set to 
reach 4096 in 2006-07. 

@ There will be a short-term impact on 
the US labour force. About 1.3 million 
jobs will move offshore between 2003- 
2010, impacting about one million US 
workers. Of these, about 0.7 million 


DILEEP PRAKASH 





Contribution by Indians to the 
US economy (as on 2002) 





(0.4% of the labour force) will be unem- 
ployed for a short duration. Over eight 
million jobs are reallocated every quar- 
ter in the US economy and hence, the 
reallocation process will not be a strain 
for the temporarily unemployed ones. 
E About 300,000 workers (0.2% of the 
workforce) will be unemployed for 
more than three months due to off- 
shoring. They will require re-train- 
ing and redeployment. 
lil Over the next decade, the US 





com equipment and cost-savings. Category rom » economy will mirror the growth of 
E The amount invested back into the 1990s leading to an increased 
the US economy (for every $100 of t : D edes by demand for labor. There will be a 
work) is $133 for IT services, and a oe I : a domestic labour shortfall of about 
$142 for high-end knowledge ser- Poit yip high-tech imports 3 5.6 million workers by 2010 due to 


vices like equity research, under- 
writing and risk management. 

E Offshoring of IT services has en- 
abled US workers to move to spe- 


cialised and creative roles. The worker in US 
proportion of specialists in the US Spending by Indian IT workers in US 
IT workforce increased from 38% Total benefit to US economy 


in 1983 to 74% in 2002. 
WE Utilisation of offshore facilities 


Contribution by India IT workers 
to US social security 


Income tax paid by Indian IT 


short visits and work in US centres of Indian companies 


results in the growth of the local 





Source: Nasscom & 





Note: These figures pertain to nearly 60,000 Indians who came on 





slow population growth and an 
ageing population. 

This report is NASSCOM Ss lat- 
est initiative to prevent any back- 
lash against offshoring. It will mail 
the report to US senators, the De- 
partment of Labour, academics 
and other interest groups. By mid- 
November, a similar report for the 
UK market will be out too. Éy 
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Reliance's biotech breakthrough 


AS Reliance Life Sciences crossed a new frontier in 

biotechnology research? It may be recalled that the 

company has four embryonic stem cell lines which 
had been recognised by the National Institute of Health 
(NIH) for federal funding. But almost all of its research work 


so far has been veiled in secrecy. 


Recent reports suggest the embryonic stem cell re- 
search programme has met with some success. It's said to 
have developed nerve tissue that could reverse brain dam- 
age due to Parkinson's disease, heart tissue to repair weak 
hearts, beta islet cells that can regulate diabetes and also 


So far, Reliance Life Sciences has not published any 
paper or sought peer review. Within the research fraternity, 
the news has been received with an equal mixture of ex- 
citement, curiosity and disbelief. 

If true, the news could be a major breakthrough. “While 


cells have been created in the labs by many researchers, a 


blood cells. Reports say they are ready for animal testing. 
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tissue is an entirely different matter altogether," says Vi- 
jaya Lakshmi Ravindranath, director, National Brain Re- 
search Centre. That would mean that Reliance Life Sci- 
ences could be the first research institute in the world to 
develop stem cell based therapies. 


Ez 
GINA S. KRISHNAN 











INDIAN AIDS VACCINE 


The countdown 
has begun 


AFP PHOTO 


HIRTY-nine volunteers and 
three injections each — that is 
how the Phase I clinical trials 
for the HIV Subtype C preven- 
tive vaccine, dubbed the Indian HIV 
vaccine, will be kicked off next March. 
After the vaccine cleared stability 
tests last March, pre-clinical animal 
studies have begun through a contract 
research organisation in the US and 
work on bringing the vaccine to the 








market has hit fever pitch. Says National 
Aids Research Institute (NARI) Pune, 
deputy director, Ramesh Paranjape: 
“Preparations for the trial are in the ad- 
vanced stages. A new laboratory and 
clinic facility are being developed at 
NARI and will be ready by year end. The 
trial protocol is under development. Ef- 
forts are on for the community pre- 
paredness for the trials.” 

The enrolment of patients will begin 





TIGMA and discrimination are 








(left) and 
of NARI (below) 


early next year. 
The objective of 
the trials is to 
evaluate the 
safety and im- 
munogencity 
(immune re- 
sponse) of the 
three injections 
at three dosage 
levels. The study is not aimed at under- 
standing the efficacy, and will only focus 
on dosage, safety and the immune sys- 
tem response. Follow-ups will continue 
for 12 months after the last injection. 
But getting diverse volunteers won't be 
easy due to fear of stigma and side ef- 
fects, and of acquiring the disease. 

International AIDS Vaccine Initia- 
tive, an international NGO, is working 
through different alliances to get the 
vaccine to the AIDS affected countries 
and the Indian Council for Medical Re- 
search (ICMR) will be funding NARI's 
project. Sanjay Mahendale is the princi- 
pal investigator and about 20-25 new 
dedicated staff is being taken on. 

Last year, Businessworld had re- 
ported on how Indian scientist, Shekhar 
Chakrabarti, deputy director, National 
Institute of Cholera & Enteric Diseases 
(NICED), Kolkata, worked with a team 
of scientists at Therion Biologics in the 
United States to design the vaccine with 
the Modified Vaccinia Ankara (MVA). 
Though substantial progress has been 
made since, there is still along way to go 
and trials are only the next hurdle. 

GINA S. KRISHNAN 
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India's 400-million working population 


synonymous with HIV/AIDS. But, 

guess what — in a study on the 
socio-economic impact on people living 
with the disease, only 6.196 of the 292 
respondents reported instances of workplace 
discrimination. But before you start cheering, remember 
that the low rate could be because a majority of the res- 
pondents refrained from disclosing their status to their 
employers. The study released last Tuesday is part of the 
International Labour Organisation (ILO) initiative: 
‘Prevention of HIV/AIDS in the world of work’. ILO is 
particularly worried about the impact of the disease on 


RIICINECCWARIN 


HIV and the 
workplace 


as almost 90% of the HIV/AIDS cases 
here affects people in the 19-40 
productive age group. Most companies 
ignore the problem, with a few 
exceptions like Bajaj Auto that has an intensive 
awareness programme among its workers. However, last 
week at an event in Delhi organised by the Asia Society, 
CII and the Global Business Coalition an interactive 
videoconference with the Bill & Melissa Gates Foundation 
was held. Already several Indian firms (Ranbaxy, Tata and 
SRF among others) are part of the coalition. Clearly there 
is a growing change in business attitudes to HIV/AIDS. W 
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-. Now with a blockbuster 10,51,252* copies, 
- it makes best sense for your brand to be seen in it. 





Kerala's biggest entertainer 





*Source: ABC Jan-Jun 2003 











facturers have voiced fears about 
imports from Thailand, post the 
Free Trade Agreement (FTA). But 
are these fears justified? 

Thailand's domestic industry is al- 
ready global scale — it's the second 
largest producer of pick-up trucks in the 
world. It also hopes to emerge as Asia's 
export powerhouse despite crippling 


TRIBHUWAN SHARMA 


NDIAN auto component manu- | 


u" AL MEETS 


AUTO COMPONENTS/FTA 


Much ado about 
nothing 


setbacks during the mid-nineties. Its 
auto component exports was three 
times Indias. In fact, barely days after 
the FTA was signed, Ford announced a 
$500 million investment there. Chair- 
man and CEO Bill Ford said Thailand 
would spearhead growth in Asia. 

Still, the protectionist whimpers 
emanating from Indian industry is dis- 
heartening for two reasons. First, after 
all, Indian component makers are now 
hoping to take a crack at the $700 billion 
auto outsourcing pie. In their quest for 
export success, Indian vendors are not 
only taking on Thailand, but also bigger 
rivals like Mexico. So if they are globally 





MUSIC RETAILING 


Online taal mel 


RE you an aspiring musician, 
A desperate to release a record? 
Help is at hand in the form of 
Underscore Records, a new symphony 
created by singer Shubha Mudgal and 
husband Aneesh Pradhan. Despite the 
slump in the music industry the hus- 
band-wife duo is gungho about their 
new venture. Says Pradhan: “We hope it 
helps artistes get what they deserve in 
terms of monetary compensation.” 
With the music industry playing it 
safe, new artistes — especially Indian 
classical artistes — have little or no 
chance of bagging a big label release. 
Underscore Records will help such 
artists by releasing and distributing 
their music on CDs. These will be sold 
exclusively online, with no plans yet for 
retailing. A digital downloading scheme 
is also planned. The artiste gets 80% of 
sales (after deducting for debit card 
transaction costs and sales tax). To put 
that in perspective, The Beatles get just 
47% royalty while lesser artistes either 
sell off their royalty rights or get a nomi- 





cost competitive, why worry about the 
home turf? Second, even though Japan- 
ese and American manufacturers have 
huge surplus capacities in Thailand, 
they may not source components from 
Thailand. Ford Indias managing direc- 
tor and president, David Friedman, for 
example, is categorical that he will not 
import from Thailand. “All my vendors 
are located next to my plant near Chen- 
nai. We know them well. We get just-in- 
time deliveries. This is the optimal way 
to run the business," he says. But one 
fear remains. Thai vendors can import 
raw materials like steel at lower duties. liil 

M.ANAND 





nal 5-1096. Album promotions 
will be done mainly over the In- 
ternet, by bulk mailing, besides 
which sponsors and donors are 
also being tapped. 

Underscore Records has 
tied up with a couple of studios 
in New Delhi to facilitate 
recordings. But it will not play 
any part in the production. The 
costs of producing the album 
(studio costs, musicians and so 
on) and the duplication of CDs have to 
be borne by the artiste. Says Pradhan: 
“We want to give artistes a platform to 
be heard. If artistes reckon that they can 
sell 100 CDs, we expect them to provide 
us the 100 CDs, which we will then pack- 
age and distribute." To sweeten the deal, 
artistes will be allowed to release their 
work on a bigger label whenever they 
desire, without a breach of contract. 
With two CDs released in mid-August 
and early September, there have been 
200 combined CD sales. 

And what do the big players think? 
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Aneesh Pradhan: a musical enterprise 


Mohan Mahapatra, managing director, 
Virgin Records, says a distribution 
charge of 20% is standard practice. And 
similar experiments abroad haven't 
clicked either. Peoplesound.com, a col- 
lage of independent labels, launched in 
the UK in 2000 was later taken over by 
Vitaminic.co.uk, a large online music 
portal, though it may not yet be prof- 
itable. What does Pradhan think? “Our 
aim is not to build an empire, merely to 


| bring to focus the talent that lies un- 


tapped in India." B 
IRSHAD DAFTARI 
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Aš usual yOu'fe the last to know. Anyway, here it is in black and white; The new Tata Safari now-comes powered with a pulsating 135 PS petrol engine 


135 PS TATA SAFARI PETROL. FAST & HOW. 


16 V DOHC MPFI engine ABS Dual Air Bags 


aw 


TATA MOTORS: A high-power vehicle from Tata Motors, driver caution advised 


Tata Safari EXi conforms to Bharat Stage Il norms and comes with an 18-month, unlimited kms. warranty. Insist on a 18 + 18 month warranty option. Tata Safari EXi available in 4x4 and 
4x2 versions. Tata Safari EXi available in Mica Black and Silver Mist. For further details call us toll-free at 1600 11 9898. Download exciting Safari freebies at http: //uv.tatamotors.com 
e-mai us at: uvpmg @tatamotors.com REGIONAL OFFICES: Bangalore: Tel: 080-5586708/9 - Gurgaon: Tel: 0124-2805141/43 * Kolkata: Tel: 033-22262784 - Mumbai: Tel: 022-56561600 





TELEVISION 


The new 
southern sirens 


WO young Davids have 
emerged out of nowhere to 
take on the southern Goliaths. 
Maa TV, a Telugu entertain- 
ment channel, and SS Music, a south- 
Indian music channel, are on the radar 
screen of national media buyers who 
tipped us off about these two upstarts. 
The reason — both have cracked what 


looked like saturated markets against 
the might of Kalanithi Maran's Rs 500- 
crore Sun Network. In fact, both chan- 
nels get over 6096 of their revenues from 
national advertisers. 

















Grabbing the southem 
viewers: Maa TV (top) 
and SS Music (right) 


Launched in mid 
2001, Maa TV (Our * 
TV" in Telugu) reaches over 
9096 of Andhra Pradesh's estimated 7 
million cable homes. More importantly, 


š . itbroke into the top 50 programmes in 


September this year. Think of it. The 
market is dominated by Sun Network's 
Gemini TV, which dislodged Eenadu 
from its number one slot. Now, factor in 
that Teja (another Sun Network chan- 
nel) and Eenadu occupy the second and 
third slots. That adds an extra sheen to 
the Rs 10 crore Maa TV closed March 
2003 with. Executive director D. Rajend- 
hira Prasadh is confident that his chan- 
nel will hit Rs 20 crore by March 2004. It 
was already halfway there in September. 
That (Rs 20 crore) is also the amount 





spent so far on the channel, claims 
Prasadh. About 70% of Maa TV is owned 
and funded by its chairman Murali Kr- 
ishna Raju, a strategic investor in Visual- 
Soft among other companies. The rest 
comes from five cable industry veterans 
including Prasadh. 

SS or Southern Spice Music comes 
from Martin Lottery Agencies, one of 
the largest lottery companies in India. 
The idea, says Bryan Peppin, head of 
programming and production was to 
"bringa south Indian attitude to a chan- 
nel giving music and entertainment for 
the youth on the same lines 
as MTV which caters more to 
the North and West”. Its pro- 
gramming mix of interna- 
tional, Tamil, Telugu, Kan- 
nada and Malayalam music 
now competes with national 
music channels for both rat- 
ings and revenues. It clocked 
a respectable 0.09 against 
MTV's 0.85% channel share 

in August this year. What's 
= more, it claims to have 

already broken even. SS 
Music was launched 
with Rs 5 crore in April 
2001 and has clocked Rs8 
crore in revenues this 
March. By March 2004 it 
hopes to reach Rs 12 crore. 
About 25% of this comes from the two- 
hour lottery slots that it airs every day. 
Therest comes from a clutch of national 
advertisers like Medimix and Britannia. 
Not bad considering that most of the 
larger music channels clock anything 
between Rs 25 crore and Rs 50 crore. 

Expect one more channel each in 
the coming year from both these rising 
stars of the small screens. Also look out 
for a reaction from Anna Arivalayam the 
DMK and Sun TV headquarters from 
where Maran is probably following the 
progress of these newcomers. E 

VANITA KOHLI-KHANDEKAR 
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SEBI 


Reinforced 
protection 


HE Securities and Exchange 

Board of India (Sebi) is plan- 

ning to revamp the manage- 
ment of the investor protection 
funds maintained by the 20-odd 
stock exchanges. Currently, there 
are no uniform norms governing 
such funds. Last week, Sebi re- 
leased a draft paper titled “Com- 
prehensive Guidelines for Investor 
Protection Fund/Customer Protec- 
tion Fund of Stock Exchanges." 

The investor protection fund 
mainly takes care of the claims 
filed by investors against the 
member brokers of the stock ex- 
changes, subject to a maximum 
claim of Rs 1 lakh in case of the 
major stock exchanges, like the 
BSE and NSE, and Rs 50,000 in 
case of other stock exchanges, 
though stock exchanges can fix 
higher compensation in consulta- 
tion with the IPF Trust. Among 
other sources, a small portion 
(1%) of the listing fees of stock ex- 
changes is specifically earmarked 
for this fund. 

The fund is an important mech- 
anism for investor protection in the 
bourses. According to BSE 
Sources, in a recent board meet- 
ing, a decision to set up the fund 
was taken and the initial corpus is 
likely to be at Rs 10 lakh. 

Sebi aims to ensure that the 
funds in the IPF/CPF are immune 
from any liabilities of the stock ex- 
change. It has suggested that the 
IPF/CPF will be administered by 
way of a trust consisting of a pub- 
lic representative, representatives 
from investor associations recog- 
nised by Sebi and the executive di- 
rector of the stock exchange. The 
Sebi paper also suggests the 
IPF/CPF need not wait for the auc- 
tion of the card of the defaulting 
member broker before settling the 
claims. $4 
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ADMISSIONS OPEN 


GISB 


A STUDENT FoR ONE YEAR 





A LEADER FOR LIFE 






If you aspire to be a thought leader, all you need is one year 





of education at the Indian School of Business. Admissions 






are now open at this unique institution. Eminent 






management academicians and top corporate leaders from 






around the world offer you global perspectives on business 






through experiential learning. An intellectually stimulating 






curriculum, a diverse student body, state-of-the-art 
infrastructure... Immerse yourself in the Post Graduate 


Programme (PGP) at the ISB. 









Post Graduate Programme in Management, 2004 - 2005 
° One Year (680 contact hours) 
° Requirements: Degree in any discipline, preferably 2 years 






work experience (post qualification), GMAT 






* Apply online, download an application from our website 






or email us 
* Application Deadlines: Round I - December 31, 2003 
& Round II - February 16, 2004 


* Programme commences April 17, 2004 









* We encourage applicants from diverse work and 
educational backgrounds. 







Information Sessions in all metros and Pune, Baroda, C shandigarh and 
Kochi; visit our website for schedule details. 
Registration (free) essential for these sessions. For registration email us. 





Partner Schools 










Indian School of Business, Gachibowli, Hyderabad-500 019, India. 
Tel: +91 (40) 2300 7000 (Extn: 7474). Fax: +91 (40) 2300 7099. 


Email: admissions@isb.edu 





Mudra South:ISB:03:686 


www.isb.edu/pgp 

























Its raining cars 
this season 


ITH the onset ofthe festival season, automobile 
W manufacturers in India seem to have gone into 

overdrive. Traditionally, the second half of the 
year sees more robust car sales with spikes in October-No- 
vember, January and March, and the slew of launches are 
geared to take advantage of that. We are not even half way 
into October and already four cars have hit the road. 

The first off the blocks was the Bentley Arnage R, priced 
at around Rs2 crore. This week, there have been three 
launches in two days. The first was the 1.8-litre, 115 ps 
Chevrolet Optra, one of the company’s better sellers so far, 
launching two versions of the car with automatic transmis- 
sion priced in the Rs 9.09 lakh-10.28 lakh (ex-showroom, 
Delhi) range. That was followed by Ford's Endeavour, among 
the biggest sport utes in India. It is powered by a 2.5-litre, 110 
ps turbocharged and intercooled diesel engine. This one is 
priced in the Rs 12.9 lakh-13.9 lakh range (2x4 and 4x4 ver- 
sions). The last, Maruti Udyog'5 B segment offering, the 
Wagon R, with some cosmetic changes priced between 
Rs 3.3lakh and Rs 4.6 lakh. 

Await more from Honda and General Motors soon. W 


Ford 
Endeavour: 
You wouldn't 
particularly 
enjoy seeing 
one in your 
rearview 
mirror 





Maruti 
Wagon R: 
Small tweaks 
here and 
there, but 
basically the 
one that has 
been around 


Chevrolet 
Optra: An 
automatic to 
extend the 


enjoying 





;orporation in the United States and/or other countries. The names of actual companies and products mentioned herein may be the trademarks of their respective owners 
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You're being asked to do more. You're being asked to do it with less. Microsoft® Windows® Server 2003 
is designed to help you manage these opposing forces and deliver powerful software solutions with less 
time, money and hassle. For more information, please visit www.microsoft.com/india/windowsserver2003. 
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The London Stock Exchange. with the help of Accenture. selected Windows Server 2003 as the foundation 
for their real-time, business-critical, market information delivery system. Using Visual Studio? .NET and 


the Microsoft .NET Framework, this innovative new system was developed in less than eight months 
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HE countdown has finally 

begun for the mother of all 

elections — the assembly 

polls in Delhi, Rajasthan, 

Madhya Pradesh and 
Chhattisgarh on 1 December. It's ironic 
that these state elections should have 
assumed the importance that they have. 
But as the BJP and Congress gird up to 
face each other for the third time in one 
year, theres an unspoken acknowledge- 
ment that these polls are the semi-finals 
to next year's championship round for 
the Lok Sabha. With the score resting at 
one all so far (the BJP won Gujarat last 
December while the Congress claimed 
Himachal Pradesh in February), it's little 
wonder that both parties have raised the 
stakes sky high in a desperate bid to 
break the stalemate. 

The frenzied preparations may 
seem absurd given the fact that these 
four states account for just 72 of the 542 
seats in the Lok Sabha. But the stark re- 
ality of Indian politics today is that re- 
gional and caste-based parties have 
eclipsed the two main national parties 
in the large states, whether it’s Uttar 
Pradesh, Bihar, Tamil Nadu or West Ben- 
gal. Consequently, the smaller states 
have become the battleground for the 
BJP and the Congress as they jostle to 
lead the next coalition government at 
the centre as the single-largest party. As 
BJP general secretary Pramod Mahajan 
admits: “The days of one-party rule are 
over. Our respective performance in 
these assembly elections will rate our 
parties and our leaders in the eyes of po- 
tential allies.” 

Both camps have pulled out all the 
stops, roping in their top leaders for a 
campaign worthy of national polls. 
Congress president Sonia Gandhi has 
been on the go for the past many 
months, touring drought-affected dis- 
tricts in Rajasthan and addressing pub- 
lic rallies in Madhya Pradesh and 
Chhattisgarh. The party’s campaign 


STATE ELECTIONS 


Readying for 


The next round of state elections could make or 





Before the face off: A.B. Vajpayee and Sonia Gandhi on Vijayadashami. 


managers are drawing up a hectic | 


schedule for her for the next six weeks 
and she has cancelled most other en- 
gagements, including a trip to China, to 
concentrate on the forthcoming polls. 
The BJP too has mega plans. As 
many as 100 top leaders, including 50- 
odd central ministers, starting with 
prime minister Atal Bihari Vajpayee and 
deputy prime minister L.K. Advani, are 
being booked for the campaign. The 
central government has even taken the 
unusual step of postponing the winter 


BRIICINLECCIYA/A£YDI N 2? 777 (AC"TOYDUD InN 





session of Parliament by nearly a fort- 
night, till 2 December, so that the coun- 
trys statesmen can devote all their ener- 
gies to the assembly elections. Clearly, 
governance has taken a back seat in the 
sound and fury of a battle of Himalayan 
proportions. 

Perhaps both parties are drawing 
lessons from former Congress prime 
minister Narasimha Raos fate. During 
his five-year tenure, his party lost suc- 
cessive assembly elections and ulti- 
mately failed to win the Lok Sabha polls 





parliamentary polls on the outcome of 
the upcoming assembly polls. As Maha- 
jan points out: “We lost all the four states 
in 1998 but won the Lok Sabha elections 
in 1999 and swept 80% of the seats in 
these very states.” At the same time, the 
impact of a defeat on Vajpayee and So- 
nia both cannot be underestimated (See 
“What The Outcome Means’). 

While neither faces a direct chal- 


lenge to their leadership, their prestige | 


and authority are certainly on the line. 


much Mahajan may insist that the polls 
are not a referendum on the Vajpayee 
Government, the PM himself let the cat 
out of the bag some weeks ago when he 
confessed that the results would be a re- 
flection on the Centres performance. 

He is already on the backfoot after a 
string of electoral defeats, the most crip- 
pling of which was in UP last year. It is a 
measure of his vulnerability that impor- 
tant government decisions have been 
put on hold in the run up to these polis, 
including divestment of government 
equity in the oil firms. The BJP’s failure 
to snatch two or more states from the 
Congress will only hurt him more, re- 
ducing him to a lame duck prime minis- 
ter for the rest of his tenure. It could 
mean goodbye to policy initiatives on 
virtually all fronts, economic, foreign af- 
fairs and domestic, as Vajpayee tries to 
keep his floundering ship afloat. 

He will also have to contend with a 
more belligerent VHB which may get 
support from sections of the BJP that 
have been questioning the wisdom of 
abandoning the Hindutva plank. The 
VHP is already on a collision course with 
the BJP over its insistence on launching 
an aggressive temple agitation. Its pot 
shots at Vajpayee are likely to increase 
and get shriller, providing daily embar- 
rassment for the PM and undermining 
his image within the BJP. 


x 
x 
x 
I 
x 


On the other hand, a two-all score or 
a decisive outcome in favour of the BJP 
is likely to give him a fillip. It's difficult to 
foresee how this will impact policies in 
an election year but it will certainly 


bridge divides within the BJP which has | 


been rocked by public displays of the 


Vajpayee-Advani tensions and the feud 
| between Advani and Murli Manohar | 
Joshi in recent weeks. Defeat will fuel | 


these fights and could lead to major 

changes within the party structure. 
There is also considerable specula- 

tion in political circles that a BJP victory | 


And they are aware of this. However | could change the schedule of the parlia- 


mentary polls with a dominant section 
of the party putting pressure on Vaj- 


What the outcome means 





between the BJP and the Congress 
continues, giving them even chances in 
next year's parliamentary polls. 


if the Congress loses more than two, 
however, it would: 





big battle 


break Atal Bihari Vajpayee and Sonia Gandhi 


in 1996. It would, of course, be simplistic | 
to predicate the results of next year's | 


| 
x 
| 
i 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 





If the BJP cannot snatch more than two 
states from the Congress, it would: 
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payee to fast-forward elections to 
March, six months ahead of time, to 
cash in on the positive mood. The PM is. 
reported to be reluctant but he may find: 
it difficult to refuse, particularly since 
the Congress is likely to be down in the 
dumps battling with its own set of inter- 
nal troubles. 

Much the same holds true for Sonia. 
She has been struggling to contain strife 
within the party, the most ugly of which 
is the ongoing battle between Kerala 


D s 











leaders K. Karunakaran and AK. EL 


Antony. Karunakaran openly thumbed 
his nose at her by ensuring the defeat of 
the Congress candidate in the Ernaku- 
lam parliamentary by-election recently. 
A Congress source admitted that there 
are “many hidden Karunakarans” in 
other states and defeat will activate 
them. The attack may not come on $0- 
nia herself but her advisors, like Ambika ` 





Soni and Ahmed Patel, will face the flak. x 


Arjun Singh fired a salvo at them some 
months ago when he lamented the exis- 
tence of a "coterie" around Sonia. He's 
been silent since but he's obviously 
waiting for a chance to strike again. 

All this may put Sonia under pres- 
sure to pull out her ultimate trump card 
— her children Rahul and Priyanka. it's 
not clear which of the two will take the 
plunge first but demands for Priyankas 
formal entry into Congress surface 
every now and then. The chorus will re- 
vive with increased fervour and it may 
be Sonias only hope to keep her demor- 
alised party together if it takes a beating 
at the hustings. 

The biggest impact of defeat, how- 
ever, will be felt on the internal dynam- 
ics within the ruling NDA and the fledg- 
ling "secular" front the Congress hopes 
to lead. It all boils down to perceptions, 
the difference between a winner and a 
loser. With three states under its belt, the 
BJP can hope to retain its pre-eminent 
position as leader of the NDA. It helps to 
bargain for seats in the states where the 





First mover advantage. 





in life as in business, some 
rules are learnt so early that 
they seem almost instinctive. 
Equally some instincts are 
so accurate that we make 
rules out of them. However, 
so often, instincts and rules 
find each other at cross- 
purposes. Which is why the 
game of business is so simple 
and yet so complex. 

The dilemmas and paradoxes 


carefully outlined, every week. 


Play the game 


wvw.businessworidindia.com nae pins attunements 





INTERVIEW/ PRAMOD MAHAJAN & AMBIKA SONI 


Aiming for a big win 


As key members of the elec- 
tion committee of their 
respective parties, BJP 
general secretary 
Pramod Mahajan 
and Congress general 
secretary Ambika 
Soni have been busy 
with poll strategies. 
They share some of these 
with Arati R. Jerath. 


m Why have four assembly elec- 

tions assumed such importance that they 
are being described as the semi-finals 
before next year’s Lok Sabha polls? 
Mahajan: | would not like to use the 
term semi-finals. But these are the 
last round of elections before the Lok 
Sabha polls. So, naturally they are 
important. And since there is a direct 
contest between the BJP and the 
Congress, it’s a trial of strength 
between the two main contenders for 
the next central government. Our 
performance will rate our parties and 
leaders for potential allies. 

Soni: | don't know who is using the 
term semi-finals. These are normal 
elections. Of course, they are impor- 
tant for us because we are seeking 
another mandate for our govern- 
ments in four states on the basis of 
our performance. We are showcasing 


BJP is a minor force. It also helps to at- 
tract more partners from among the 
smaller parties desperate for a share in 
the power pie. 

Defeat, on the other hand, could be- 
gin the process of fragmentation. Al- 
ready, some of the BJP’s partners, like 
the DMK and the Samata, have opened 
channels to other parties as a precau- 
tionary measure in case the BJP starts 
looking like a losing proposition. Parties 
like the TDP Akali Dal, the BJD and Tri- 
namul Congress could follow suit. Per- 
haps the only ally that has nowhere to go 
is the Shiv Sena, largely because its bla- 
tantly saffron agenda makes it unac- 





all that we have done 
for the development of infrastructure 
in Delhi, the empowerment of weak- 
er sections in Madhya Pradesh and 
Chhattisgarh and drought-manage- 
ment in Rajasthan. If we win, it will 
reinforce our good governance plank. 


m How deeply involved is your top lead- 
ership in the elections? 

Mahajan: | am asking 100 top leaders 
of our party to keep 10 days free in 
November, from 18 to 28 when the 
campaign ends. The prime minister 
may address only one or two meet- 
ings in each state but Advaniji may 
tour non-stop for those 10 days. 
Soni: Soniaji is naturally our star 
campaigner. She has been personally 
monitoring the performance of each 
state government and matching their 
achievements with the promises we 


ceptable to any other formation. 

For Sonia, defeat will once again 
raise the spectre of her acceptability, or 
unacceptability, to lead an alternative 
coalition. NCP Sharad Pawar revived 
the issue this week with a harsh attack 
on the Congress for its dependence on 
“imported” leaders. 

It was a not-so-gentle reminder to 
the Congress that the issue is not dead, 
however much Samajwadi Party leaders 
Mulayam Singh and Amar Singh may 
praise Sonia after she agreed to support 
their government in UP 

Numbers. Ultimately, that’s what 
counts in a parliamentary democracy. 
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made in our last elections 
manifestos. She has over- 
seen relief work in at 
least 16-18 of the 
drought-affected dis- 
tricts in Rajasthan. 
None of the BJP lead- 
ers went even once. 


fy How will the BJP’s 
strained relations with the 
BSP impact these polls? 
Mahajan: If the BSP and Congress 
have a tactical alliance, it will have an 
impact in Madhya Pradesh and some 
parts of Rajasthan. 
Soni: We have left the decision about 
an alliance with the BSP to our state 
leaders. So far, the feedback is that 
the party wants to fight on its own. 


m You would naturally like to win all 
four states but would you be happy with 
a two-all tally? 

Mahajan: We must win at least three 
of the four states although if we win 
even two, it will be a loss for the 
Congress. Rajasthan and Madhya 
Pradesh are the crucial ones for us. 
Soni: I cant think of any scenario 
other than a 5-0 score (including 
Mizoram which goes to polls on 27 
November). Our feedback is that we 
will win all the states. w 





These polls will give each party an indi- 
cation of their respective strengths and 
weaknesses before they go in for the fi- 
nal round next year. 

Ofcourse, a year is along time in pol- 
itics and another Kargil-type incident 
could change the scenario dramatically, 
like it did before the 1999 polls. Failing 
this, however, both parties will have to 
fall back on the results of the assembly 
polls to prepare for the Lok Sabha elec- 
tions. A defeat for either could be a 
death blow. A draw would keep the sus- 
pense alive and probably be the safest 
result for Vajpayee and Sonia. g 

ARATI R. JERATH 


zie š 
“z: 


ENS: 








APA rR ASS di : | 
pA °$ | 

E 8 S i ; 
| esa = 

: - T v = 
fa ` + Wy oe ae 

eed 

j x Q Ù U 

m: = € = : Š 

x 2 Mme € 
Z < < E : 

: | á Ej Sem 

- m iu dE 


Su 
AXE. 


£ 





5 
RE 





Š 


$5 
3 
i 


C 
N 





$ 
MY 





Pai 


sis. 


l 
1 


AN 
SA. 


2 
s 


H 


mene croi 
——. 
ee 
Bu 
oss 
iie a 
Atv 
Ë 


l 





CHINA Al 
€ 
SED LG 











* 
* 


ing 
s Ind 
ig 

e 


. 

Z 
& 
p 
z i ; < un * 23 W 2 
26 P38 228¢2¢ ` 
+ ah M v e e "A t Em e ra 
TOR E we ç Ë G O9 < “= is 
| U — 35 909 A G c 5 «d b: 
+ ë "i uo spe quo Um EN > 
=> ` l w e Med ed > : hy D 
2m 3S 9 9 3 aj 2 9 x 
e e Sunt Q — ! = us D 
oO. 8 = 9? O9 Low > =< E 
ccn 4 E A eee = 
o Ó < E Ç , c z 
— Q un un = = 2» e 
L af uU B > 3 P -— M 
1 cá 4 + E ar t Qn = i e 
o um = S ‘sp = ed H = 

un 

= 

© 


ard to Vancouver 


p 

= - 6 = o É = i 

T o Q > m o - D 
o oo 5 9 s ™ v "a z 
< pel E I ome k wu V z T 
= 9 z : = = 
= £ = oe. Sse B- F 
5 9 z s S EF ae S Z a 

— wu Ge Ec 6 < O o | 








ipn 
Tori 
Ki 


i 


D 


ee 


unga Bu 


` 


ni 


iu. 


s 


Su 


Z 305 AES 


edes > 
VAS ON 


a a MARRIES Oe Hp ti Ne te ENTE SS PLN ÉD DUUM TERESI RANT AIO DRENE EEEL TL e 0] HAM SENI FE Sé HR PS 


According to the figures released. by the Audit Bureau of Ci | 
has emerged as the fastest growing business magazine in the 
January-June, 2003. Also Businessworld has the largest co 
business magazines in the eight major metros""" ahead of B 
copies and Business India by 38,894 copies. Just how that translat ° 


reach, now that's elementary isn't it. 


inuary-June 2003. *""Delhi, Mumbai, Kolkata, Pune, Bangalore, Chennai, Hyderabad, Ahmedabad. 








You can email Niranjan 


niranjan r&hotmail.com 
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FTAs are 
good as 
country 
but they 
are better 


protec- 
tionism 


The free 





VER the next few months, you'll 
hear alot about how our compa- 
nies will be threatened by cheap 
imports from some neighbour- 
ing countries like Thailand, In- 
donesia and Malaysia. In a way, it'll be a repeat 
of the din we heard a few years ago about the 
threat posed by cheap Chinese imports. 

That particular din has now lost the decibels 
as exports to the dragon kingdom have lifted 
corporate spirits here in India. Our chief indus- 
trial lobby — the CII — now even has an office 
in Shanghai. The wailers of yesteryear are now 
quite content with the new reality of exploding 
trade between the two countries, or India-Chi- 
na buy-buy, as one economist has put it. 

Prime Minister Atal Bihari Vajpayee has re- 
cently signed a free trade agreement (FTA) with 
Thailand, as wellas a deal to increase trade with 
Asean countries. The FTA with Thailand envis- 
ages zero import duties by 2006. There could 
also be a FTA with Asean. (An FTA between 
Asean and China is also on the cards.) What will 
all this mean for Indian firms and trade policy? 

Already, the panic flags are being waved. 
The Korean automakers think they'll lose their 
lead over their Japanese competitors here since 
the latter have large capacities in Thailand but 
little in India. Some analysts think Reliance's 
dominance the petrochemicals will now be un- 
der challenge from the Birlas, who have been 
active investors in South-east Asia for many 
decades. And many auto component compa- 
nies fear that their Thai counterparts may have 
an unfair edge as many of them are located in 
free trade zones, where they import their inputs 
(like steel) without paying customs duties. 

These are valid concerns. Back in the 1950s, 
Jacob Viner had published a study — "The Cus- 
toms Union Issue". He showed that while cus- 
toms unions (as FTAs were then called) did pro- 
mote trade between members, they were not 
necessarily the most efficient solution as they 
diverted trade from cheap to expensive nations. 

Let's say that an Indian auto company is 
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trade 


pact alternative 


sourcing inputs from China at $1,000 a unit. 
The government imposes an import tax of $200 
on this. So the final cost is $1,200. Now after the 
FTA with Thailand, the company looks around 
to buy inputs from that country. The price there 
is more than China, say $1,150. Yet, since there 
are no import duties, the landed cost is less. The 
Indian buyer benefits, but at the cost of the Chi- 
nese manufacturer (who loses his market) and 
the Indian government (which loses revenue). 

Now, you'd ask why we should be bothered 
about the fate of the Chinese manufacturer. It is 
because China, too, is negotiating its FTAs, 
which will hurt some of our manufacturers. At 
the end of the day, as FTAs proliferate, global 
economic efficiency is hit. Trade gets diverted 
away from the efficient to the inefficient. 

And FTAs are proliferating. Between 1946 
and 1984, 124 such agreements were inked, at 
an average of 2.7 a year. Since 1995, says the 
Cato Institute, there have been 130 of them, ata 
rate of more than 15 a year. “Today an esti- 
mated 43% of international trade occurs under 
FTAs, and that share would reach 55% if agree- 
ments currently being negotiated worldwide 
would be implemented,” says Daniel Griswold 
in a recent paper for the Cato Institute. 

FTAs go against the basic principles of the 
current multilateral trading system under the 
World Trade Organization, where every coun- 
try gets equal access to markets. Yet, the origi- 
nal post-war pacts were tweaked to accommo- 
date a special case — the European free market. 
Since then, others — the US and Asia — jum- 
ped in. And now it's India's turn. This rash of 
FTAs has irked the world's foremost trade econ- 
omist, Jagdish Bhagwati. In the Financial Times 
in July, Bhagwati called bilateral trade treaties “a 
sham”. They will lead to a spaghetti bowl of 
rules, tariffs and arbitrary definitions, he says. 

Yet, with the collapse of the Cancün talks, it 
seems countries will try to push for such bilat- 
eral trade treaties. India, too, will follow. It's not 
as good as a proper multilateral trade agree- 
ment, butit'sfar better than protectionism. $i 
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EDJING'S trendy taverns 
generally have two distinct 
sets of patrons. There are 
those who sit in noisy 
groups and sing as they 
down vast quantities of Ts- 
ingtao beer, and there are 
those who sit quietly at the bar and stare 
morosely into their whisky glasses. Usu- 
ally, there are a few CEOs in both sets. 

China may be the Gold Rush of our 
times, but just as in the old days of the 
Wild West, not all who venture forth re- 
turn enriched or with their limbs intact. 

India Inc., now free of the economic 
shackles that bound its arms and the 
anti-China rhetoric that closed its mind, 
is scrambling to enter China. Bilateral 
trade between the uneasy neighbours 
has tripled to about $3 billion over the 
last two years and economists estimate 
that it should treble again by 2006. The 
desire to ride this growing tide is making 
a lot of Indian firms actively contem- 
plate expanding into China. 

Everywhere I go in India, people 
only want to talk about our China ven- 
ture," says Girija Pande, the Asia-Pacific 
head of Tata Consulting Services (TCS), 
which established its operations in 
China a year ago. But few Indian compa- 
nies seem sure of how they can get a 
foothold in zhongguo, the Middle King- 
dom, or centre of the universe, as the 
Chinese call their nation. 

"Chinaisa fantastic opportunity, but 
atough one," says Patrick Horgan, man- 
aging director of the investment firm 
Apco, which assists foreign companies 
set up shop in China. "Nothing can be 
taken for granted here." 

Not written agreements, not the loy- 
alty of trusted partners, not even the 
word of people at the highest levels of 
power. And certainly not profits. 

Investment analysts such as Merrill 
Lynch say only a handful of the foreign 
companies selling in the Chinese mar- 
ket are making any money. (See ‘Show 
Me The Money’) A report by Price- 
waterhouseCoopers said that China's 
top 25 companies had an average return 
of just over 3% last year. Even market 
leaders such as Coke and Motorola have 
a return of about 5% — way below what 
they make anywhere else in Asia. 

According to Vincent Chan, the chief 
economist at UBS Warburg in Beijing, 
between 1994.and 2000, China's operat- 
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A glimpse of what it takes to survive 
inside China. 


ing surplus (or the portion of GDP which reverts as profit to 
shareholders) was just 21% of GDP about the same as in reces- 
sion-ridden Japan and far lower than South Korea' 30.4% and 
Taiwans 31.496. If true, this would not be a new phenomenon. 
Ever since Marco Polo thrilled the world with tales of this enig- 
matic country, traders, mercantilists and colonists began try- 
ing to realise the 'China Dream. Mostly, they failed. 

In the 1840s, a British writer who had apparently mastered 
the art of the sound bite before his time propelled the obses- 
sion with China to new heights. "If we could only persuade 
every person in China to lengthen his shirt-tail by a foot," he 
said, "we could keep the mills of Lancashire working round 
the clock." With no MBAs to temper passionate ideas with fea- 
sibility studies, and no United Nations to dissuade reckless 
wars, the British launched what came to be known as the 
Opium Wars to force the Chinese into trading with the West. 
The wars won the British, and the Europeans and the Japan- 
ese, trade concessions in cities such as Shanghai and Tianjin. 
But, the length of Chinese shirt-tails remained the same. 
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Yet the promise of China has outlasted the mills in Lan- 
cashire. Since 1979, when China's supreme leader Deng Xi 
aoping began to reform the disastrous economic policies of 
the Maoist years (1949-1976), global investors reliving the 
China Dream have poured more than $400 billion into the 
country. But despite the unrelenting hype from the media and 
economists who sprout macroeconomic data on Chinas GDP 
growth, and industrial and human development, opinion is 
increasingly getting divided over whether China is living up to 
the promise of its dream. 

Sinophiles, such as Atul Dalakoti, the Federation of Indian 
Chambers of Commerce and Industry (Ficci) feisty repre 
sentative in Beijing, dismiss the criticisms. "International in- 
vestors are not fools. If they are not making money here, why 
are they still pumping billions into China? These reports on 
low profitability dont factor in the fact that firms often under- 
state earnings to avoid taxes and retain state subsidies." 

So how can an Indian firm considering a China invest- 
ment sort though the myth and realities of this enigmatic 
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country and make a good decision that will put them in the 
beer-drinking and singing crowd, and not on the losers’ stools? 

Countless books, consultants and investment banks offer 

r€ the solution — for as little as Rs 300 for a D-I-Y handbook or 
4 Rs 5crore fora consulting contract. In fact, selling advice on 
how to do business in China has become an industry in itself. 

There is no secret formula for success in China, but there is 
| alist of dos and don'ts with which every China dreamer should 

be familiar. “The most important thing is to know why you 

B want to be in China,” says Apco’s Horgan. “Is it to explore the 

| domestic market, to use China as a manufacturing base, or to 

establish a presence to service global clients?" Each is a valid 
strategy, but each calls for a very different approach, he says. 

The five Special Economic Zones China established in 
Shenzhen, Zhuhai, Shantou, Xiamen and Hainan provinces 
as it began its economic reforms remain some of the best 

| manufacturing bases in the world. Over 4,000 different kinds 
of industrial parks have also mushroomed across the country. 
(See ‘China's Special Economic Zones’) 

Their world-class infrastructure such as fibre optic 

telecommunications, high-speed Internet connectivity, high- 

| ways, quality office space, warehousing and housing, and re- 
sponsive local government has attracted companies such as 
General Motors, Alcatel, Mitsui, Nabisco and even the classi- 
cal ceramic maker Wedgewood. 

“Manufacturing in China is so easy it often lulls businesses 
into trying to extend into local marketing,” says a Beijing- 
based manager with an international consulting firm. But the 
leap from production to marketing can lead a company to lose 
focus and rattle its foundations. Pande says that a focussed 
objective is critical in choosing the right company structure, 
creating an operation of the right size, at the right location, 
with the right partners and hiring the right people. "Do your 
homework. Find profitable segments and stay within them." 

Not all segments in all industries are growing. The race to 
outdo each other has led provinces and local officials to estab- 

| lish massive projects with little attention paid to their eco- 
nomic viability. Industries such as retailing, real estate, home 
appliances, vehicles, and electronics are under tremendous 
pressure from growing competition. Fortunately, most of the 
B industries with potential in China are those where Indian 
| firms have competitive advantages —- construction, IT, alter- 
nate energy, auto ancillaries, consumer products, pharma- 
ceuticals, leisure, processed foods and heavy machinery. 

Yet, commissioning market studies to identify specific op- 
portunities is essential, especially for Indian firms. Most ofthe 
published research on China has been done by Western agen- 
cies, which identify opportunities in China for companies 
with aWestern cost structure, mindset and capabilities. 

For one, China's 'cheap' labour is far more attractive to 
| American or European companies than Indian ones. Execu- 
| tivesat TCS say their cost structure in China is actually higher 

than in India. Though the total absence of even basic labour 

protections and the superior skills and work ethic of Chinese 
| workers makes them cheaper than Indian workers, the delta 

may not be wide enough to merit the other costs and risks. 

Ross Jackson, director of business development with Dy- 
| mension Software, says: "Chinese workers and managers may 

be cheap to hire, but once you factor in their cost of training 
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them and the inefficiencies from a language gap, labour costs 
can end up being much higher than forecasted." 

Even in rapidly growing industries, it is essential to assess 
the level of competition in an industry, segment by segment, 
before making an investment decision. For example, despite 
strong demand for white goods, global players such as Maytag 
and Whirlpool have had to exit the market in the face of stiff 
competition from local companies such as Haier and Kelon. 

This pattern is now spreading even to high-technology, 
high-value products such as automobiles and cellular 
phones. In 1999, Nokia had 32% of China's mobile phone mar- 
ket. Today the company’s share is 18% and domestic manu- 
facturers such as TCL and Ningbo have captured over 55% of 
China's 90 million-unit handset market with low-cost, high- 
quality products. Instead of rejoicing at the continued spread 
of mobile phones in China, Nokia is worried that Chinese 
firms will soon begin to compete with it in overseas markets. 

After identifying an opportunity, Pande says it is critical for 
an investor to structure a China-specific business model. "For 
God's sake don't come here and then try to figure out a busi- 
ness model," he says. This needs months, sometimes years of 
hard number-crunching, market testing, and manpower and 
financial planning. 

For example, marketing strategies also need to account for 
local mindsets. Globally, most firms give away products to sell 
services. But Dy-mensions Jackson warns that in China this 
could throw firms into the red. “Chinese consumers have still 
not learnt to value intangibles like consulting. Show them a 
cool gadget and they will pay for it, but try to sell them a valu- 
able service at cost and they will argue." 

Horgan emphasises that while formulating a detailed 
business model can be expensive and tedious, the process 
must be followed through. Half-hearted planning can end up 
giving a company a false sense of security. Often the little 
knowledge executives garner from the media, colleagues and 
even experts can be more dangerous than doing no research. 

For example, when Coke and Pepsi first entered China, 
they discarded their pre- 
ferred mode of going it alone 
and embraced the com- 
monly accepted notion that 
joint ventures are the way to 
go in China. By the late- 
1990s, after years of strug- 
gling, they finally found it 
smarter to jettison their 
partners. 

Yet, most of the success- 
ful beer companies in China 
such as Heineken and Carls- 
burg are those with local 
partners —- which empha- 
sises the fact that there are 
no universally applicable, 
cross industry rules in 
China. 

Indian firms are entering 
the Chinese market late and 
without a track record, and 
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will also need to adjust their short-term expectations. De- 
prived of the local market knowledge and brand equity that al- 
lows them to maintain market share and margins at home, al- 
most all will have to struggle to establish themselves here. One 
solution is to employ concepts such as profit-paring to adjust 
a standard business models to the market conditions in 
China. (Profit-paring adjusts a company's financial model 
basedon the industry conditions, its competitive position and 
functions in new markets.) 

According to Jaya Shree, the half Indian-half Tibetan head 
of the India China Trade Centre (ICTC), which helps connect 
Indian and Chinese businesses, "the interesting thing about 
Chinais that exciting opportunities also exist in smaller indus- 
tries that many people might not even think about." Not many 
people realise that Liu Yongxing, one of the richest people in 
China, made his billions supplying pig feed. Yet "small busi- 
nesses never even think of China", says Jaya Shree. He adds, 
there is an idea that it is for the big players, but we specialise in 
finding opportunities for small-medium sized businesses. 

With fast moving consumer goods (FMCGs) and personal 
hygiene products growing at over 30% a year, ICTC has identi- 
fied opportunities in sub-segments such as beauty parlours 
and cosmetics for Indian firms. It is currently in the process of 
helping Shahnaz Hussein and Emami set up shop in China. 

According to Merrill Lynch, FMCG companies such as 
Procter and Gamble, Unilever and Groupe Danone are some 
of the few MNCs claiming profitability in China. And Jaya 
Shree says that there is no reason why Indian companies can- 
not carve out niches for themselves, even if they cannot com- 
pete with the majors in terms of volume and brand power. 

Pande also warns against an aggressive entry. "There is an 
old Chinese saying: Cross the river by feeling the stones," he 
says. "We started small, focussing just on servicing our foreign 
clients... because we wanted to learn the Chinese market. But 
within a year we have implemented a major technology archi- 
tecture project for a national bank and reached the final round 
of bidders to computerise the Shanghai stock exchange." 
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Information Technology (IT) is clearly the most attractive 
industry for Indian firms. "Generally, Indian firms suffer from 


an image problem," says Horgan, "but China has recognised | 


and envied India’s success in software and is very keen on en- 
couraging Indian firms to set up in China." Well, perhaps for 
now. China has always used foreign investment to ramp up 
the expertise of domestic firms. After the tumult of the Maoist 
years, China had virtually no domestic industry. Since local in- 


dustry had no depth, organic growth was impossible and the | 


government opened its doors to foreign investment. 

In China, foreign firms are seen as learning tools, says 
Sharon Hurst, a Beijing-based executive with oil company 
Conoco-Phillips. "(The Chinese) are so hungry to learn and so 
quick to improve things that I find it astonishing. When I first 
came here, local (oil) rigs were fire traps. But when I would go 


on inspection rounds, there would actually be people follow- | 


ing me around making notes on what I was doing, what I was 
checking. Within a year, their rigs were up to global standards." 

Competing with local firms that have learnt their trade 
from foreign companies and begin to offer similar goods or 
services at lower prices is one ofthe biggest challenges foreign 
firms face in China. "It's one thing when someoneis just learn- 
ing from you," says the Asian vice-president of a European 
electronics firm, "but it's a different matter when they are bla- 
tantly copying what you are doing." 

Consider the case of General Motors (GM) and its local 
manufacturing partner SAIC-Chery. Industry experts say 
SAIC-Chery reverse-engineered the GM-owned Daewoo's 
Matiz compact car and began selling their version, branded 
QQ, for 30% less than the Matiz. Volkswagen (VW), which has 
its own joint venture with SAIC, one of the partners in SAIC- 


Chery, also accuses the company of selling original VW parts | 


to Chery, which also reverse-engineers VW cars. 

Yet significantly, neither GM nor VW, despite their clout, 
have been able to take their case very far. Given China's murky 
legal system and the tendency of those in power to protect the 
interests of domestic firms over foreign ones, both GM and 
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VW have been reluctant to take formal action or even publicly 
comment against SAIC-Chery. Posters advertising the QQ 
stand proudly all over Beijing. 

“China is a remarkable country,” says Jackson. “The sixth 
Harry Potter book is already out here, it’s just that it has not 
been written by J.K. Rowling.” 

In knowledge-based industries such as information tech- 
nology and pharmaceuticals such piracy can be fatal and it 
emphasises the importance of working with the right people 
in China. Partnering — whether to do it and with whom — is 
often the most important decision an investor can make in 
China, says Dalakoti. 

In a country where contracts and court rulings are seldom 
enforced, personal relationships are key. Building them is not 
easy. “For the first few meetings, the Chinese almost never dis- 
cuss business,” says Jaya Shree. Long days of tennis and 
evenings of banquets and heavy drinking at girlie clubs can 
get annoying, but the key is to remain amiable and generous. 
“They are getting to know you,” says Jaya Shree. “The logic is 
that if we cannot be friends, how can we get along. If we can- 
not get along, how can we trust each other?” 

Even if one understands the process, managing relation- 
ships and staff in China is difficult. Part of the problem is cul- 
tural. The Chinese are a sophisticated and subtle people with 
their own basis and style of personal interaction. “Chinese 
people have several faces,” says Jackson. “One has to learn 
how to read them, and often howto see through them.” Part of 
the problem is plain deceit. “People rarely tell it to you like it is. 
There is a culture to say and do whatever it takes to close the 
deal,” says Horgan. “Even provincial authorities often lead in- 
vestors into believing something is legitimate when it isn't." 

Yet, forming and keeping the right connections, or guanxi, 
is critical. China has to develop a transparent, professional way 
of organising its business and "everything — getting introduc- 
tions, contracts, information — depends on your guanxi," says 
Jaya Shree. When China was just opening up, guanxi was all it 
took to get rich. "It became the one-minute manager solution 
— ‘Go to China, get guanxi’,” 
says Jackson. But local players 
who try to win investors over 
with tales of their guanxi 
should be avoided. A contact 
can win a contract. But a com- 
pany still needs core capabili- 
ties to execute it. 

The "guanxi as substitute 
for strategy" trap was primarily 
what foiled the China entrée of 
US retail giant Wal-Mart. Ally- 
ing itself with the politically 
savvy CP Group of Thailand, 
run by a cabal of Thai ethnic 
Chinese, the company lost 
sight of its streamlined logis- 
tics, innovative locations and 
relentless focus on cost which 
has made it the largest retailers 
in the world. 

Alan Steelman, a senior 
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principal at Monitor, the strategy consulting firm, also faults 
Wal-Mart for "taking the format that has worked so well in the 
US and 'plopping it down in Asia, without taking sufficient 
strategic thought on the need for adapting to the particular re- 
quirements ofthe market." 

Balancing local peculiarities with corporate standards is 
vital to building a sustainable partnership. "People try to in- 
timidate foreigners by spooking us with the culture bogey," 
says Terry Williamson, an American businessman. "I remem- 
ber a meeting where every proposal we put up was shot down 
under the argument that ‘here we don't do things this way" 

Horgan says the problem is not so much that people don't 
understand China's uniqueness, but that "there is too much 
acceptance of this idea that China is unique. People abandon 





their critical faculties and make exceptions, many fraught | 


with risk." Williamson says when he and his team had had 
enough of the culture threats, they said: "Look, you may do 
things this way but please remember than we are an American 
company and we also have our own customs. This is a joint 
project. If there cannot be mutual accommodation, then let's 
just call it quits. We had no more ‘cultural problems’ after that." 








Perhaps the only thing as important as making 
friends is not making enemies. Egos can be very 
fragile here and memories very long. “Revenge,” 
says Julio Arias, a consultant with Apco, “is not 
frowned upon here. In fact, itis an obligation." 

Stories of partners kidnapped after failed deals 
and projects being held hostage by offended bu- 
reaucrats are legendary. In one case a builder had 
a multi-million dollar construction site lie stag- 
nant for one year because he could not get munic- 
ipal clearances. Later, he found the reason was 
that the daughter of the bureaucrat involved had . 
been bullied by his son 18 years ago when thev 
were schoolmates, 

Vetting the background of emplovees is essen- 
tial. While setting up a representative office in 
China, firms are not alowed to hire their own em- 
ployees. All hiring must be conducted through a 
government designated service agency such as a 
Foreign Enterprise Services Corporation (Fesco). 
Often the people supplied by Fesco are mediocre 
performers who happen to be related to some of- 
ficial. Hence companies should remember that 
they are also permitted to find their own employ- 
ees and have them register with Fesco, 

Even after a company is fully operational, it is 
not uncommon for competitors to try and plant 
spies into its payroll. 

But ask any foreign executive what the tougher 
part of doing business in China is and the reply is 
unanimous — negotiations! Predictahly, most of 
the heartache is over pricing with local suppliers. 
But there is one major card foreigners hold. Rais- 
ing financing in China is very difficult for local 
businessmen and most firms suffer from cash 
flow problems. Offering instant payment instead 
of credit will reduce prices substantially. For this 
reason there is also value in teaming with other 
manufacturers, even competitors, to make bulk purchases. 
Sharing suppliers with your competitor may seem counterin- 
tuitive, but you might as well do it as it will happen anyway. 

One key disconnect that makes negotiations so tough is 
that both parties are usually working to different goals. An in- 
vestor is usually there to set up a business and make money. To 


_ the Chinese, the deal is probably just one part of a grand strat- 


egy that the investor may have no insight into orinkling about. 

“The Chinese, all Chinese, are focussed on nation-build- 
ing," says Dalakoti. "This is the key difference with India." 

The Communist Party's interpretation of history is that 
China endured “150 years of humiliation" at the hands of im- 
perial and colonial powers — especially the British in the 19th 
century, and the Japanese — who seized control of north-east- 
ern China in the 1930s, and at whose hands some 20 million 
Chinese died. Now, for many young Chinese, it's not just about 
getting ahead themselves. It's about their nation growing 
strong enough to take its prominent place on the world stage. 

To many companies, particularly in the public sector, 
"making money is less important than generating wealth’, 
' says Dalakoti. "They are more interested in the employment 
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they generate, the rise in salaries, the 
growth in net assets... and the projects and 
products they build for China." But this fo- 
cus, which underlines how much of a so- 
cialist patriarchy China still is, does little for 
investors. 

Its tough to compete with players who 
are not interested in profits. It's even more 
difficult when your own employees and in- 
frastructure places the perceived needs of 
the entire country before those of the com- 
pany, says a European executive in Beijing. 
"We uncovered a situation where our firm 
was supplying expensive components to a 
state enterprise at no profit simply because 
some employees wanted to help it out." 

Political reformers led by new president 
Hu Jintao want to shape Chinas economic 
policies to make them transparent and cre- 
ate a level playing field that can result ina 
dynamic free market system. But the 
unique state-controlled national capital- 
ism that Deng Xiaoping and Jiang Zemin 
created still survives. Officials often see firms as extensions of 
the nations they come from and jealously guard local firms | 
and what they see as Chinas national interests. | 

For example, "there is a national focus on indigenising and | 
increasing local value add,” says Chander Dutta, who has | 
been doing business with China since 1996. "My business 
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Pulling together the thoughtful 
considerations of China-gurus 
and the real-world 
experiences of several 
companies reveals the 
following principles for doing 
business in China. 


l. Know why you want to be in China — is it to use it as a manufactu- 
ring and export base, to enter the local market or something else. 


Il. Do not depend on Chinese statistics or anecdotal evidence of the 
opportunities or problems in China. Invest time and treasure in 
researching and understanding the market. Find specific segments 
and opportunities. 

Ill. Pass up China if needed, not everyone has to invest in the country. 
IV. Decide early on whether you will £o it alone or find a local partner. 
Choose a local partner after testing its capabilities and reputation. 
Ensure you retain a leverage that goes beyond legal contracts. 

V. Cultivate guanxi but do not be a slave to it 

Vi. Create an appropriate business model and localise the product 
and marketing mix. 


VII. Understand and manage the local partners and associates. Do 
not allow them to manage you. 


Vill. invest in local management. Choose staff, supplier and client 
loyalty over short-term profits. Do not make enemies. 


IX. Winning in China takes time: the first guy who blinks loses. 


X. Strategise and research growing operations in China with the same 
rigour as the initial investment. 
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used to import granite blocks into China. But as soon as local 
people set up grinding and polishing units the government 
levied a 20% duty on finished granite. Now all they import is 
the raw stone and the finish it here.” 

“This is a very political economy,” says Horgan. Beyond 
understanding today’s business environment, investors also 
need to understand the government's attitude towards spe- 
cific industries so they can also forecast major policy moves. 
Though Chinas 2001 accession to the World Trading Organi- 
zation will curb its ability to impose arbitrary trade barriers, 
invisible ones remain high across China. State-owned enter- 
prises are often exempt from regulations and licences. 

Ad hoc technical standards are often imposed by the gov- 
ernment to curb trade. This is most common in software and 
telecommunications, where “the Chinese government... up- 
set by the fact that Western firms use their market clout to de- 
velop global standards...have created their own standards”. 
This gives local firms a crutch as foreign software firms have to 
master these standards, and that takes time and money. 

But local governments are “extremely business friendly 
and responsive,” says Pande. “We meet regularly with the 
mayor of Guangdong and if we give him a list of problems, 
they are dealt with.” Yet, for all the bonhomie, a foreign firm in 
China will never be ‘local’, as say, Hindustan Lever has in India. 

China, they say, has always been different — complex, 
contradictory, simultaneously attracting and repelling, both 
an opportunity and a threat. Investors could love it or hate it, 
they could choose to link their future to it or they could choose 
to stay away. Whatever they do, the worst thing would be to ig- 
nore it. The doors between India and China are opening after 
almost three decades. There is bound to be some grinding and 
screeching from the hinges. But that should not scare Indian 
business from crossing over and getting to know, if not trading 
with, its neighbour. ee 


Jehangir S. Pocha is the China correspondent for In These Times 
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ASSENGERS in Amritsar 
have never had it better. 
Gone are the days when they 
had to take buses, trains or 
flights to Delhi, and camp at 
airports, just to catch an early 
morning flight to London or Frankfurt. 
Uzbekistan Airlines and Turkmenistan 
Airlines fly 6,000 passengers every 
month directly from their doorstep to 
destinations as far as New York. 

Last year, Lufthansa offered dis- 
counts to Sikhs flying out of Punjab to 
Manchester and Vancouver. Malaysian 
Airlines picks up a substantial portion of 
traffic for the west coast of the US di- 
rectly from Chennai via Kuala Lumpur. 
A senior civil aviation ministry official 
admits: "Foreign airlines are wooing In- 
dian passengers like never before and 
are offering the most convenient con- 
nections to passengers. The two Indian 
carriers are nowhere in the picture." 

In fact, a large share of India’s inter- 
national passenger traffic has been cap- 
tured by various foreign carriers. Just 
look at the numbers. Between the sum- 
mer of 2000 and winter of 2002-03, total 
seat entitlements ofthe two Indian pub- 
lic sector airlines, Indian Airlines (IA) 
and Air-India (AI), increased by 34,500 
seats, but their actual capacity rose by 
only 9,900 seats. This means AI and IA 

together use only 29% of their in- 
creased entitlements; foreign 
carriers use almost 10096 of 
their entitlements. 
Moreover, foreign carriers carry 
passengers from around 13 cities 

in India as against 3-4 earlier. 

One of the major reasons for this 
sharp fall in Indian carrier connectivity 
has been AT's inability to add new flights 
(partly thanks to capacity constraints). 
In the last five years, AI has withdrawn 
its flights from Israel, South Africa, Italy, 

Switzerland, Canada, the Nether- 

lands, Manchester and Aus- 
tralia. Over a decade, 

Als operations to 

North America have gone up 
from 10 flights a week to only 13 

a week. AI offers only six flights a 
week to Europe against over 60 flights a 
week by competition. And while AI has 
concentrated on the more profitable 
routes to South-east Asia and the Gulf 
rather than long haul routes, it offers 
only around 40 services a week against 
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By joining hands, Indian Airlines and Air-India 
hope to stop foreign airlines from grabbing 
international passenger traffic.by Anjuli Bhargava 


the 145 offered by competing airlines. 

Not only has this affected Al's mar- 
ketshare, it has also impacted earnings. 
Al earns Rs 250 crore a year through 
commercial arrangements with foreign 
airlines. "This implies that the foreign 
carriers earn Rs 2,500 crore a year from 
such arrangements, money that could 
accrue to Al,” says a ministry source. 

An equal culprit has been the reluc- 
tance of AI and the civil aviation min- 
istry to allow IA to add flights on interna- 
tional routes even if AI does not operate 
there or does not plan to increase fre- 
quency. To resolve the differences, the 
ministry setup a committee on route ra- 
tionalisation this year under the chair- 
manship of additional secretary and fi- 
nancial advisor 
V. Subramaniam. But the 
committee is yet to resolve the 
issues. As a sub-committee of 
the joint board of the two air- 
lines said in 1998: "The most 
important consideration in 
any route rationalisation exer- 
cise hasto be that it should not 
lead to any diversion of traffic 
from Indian carriers to their 
competition." But that's ex- 
actly what has happened. 

There has been endless 
squabbling between the two 
carriers on this issue. A classic case is the 
Delhi-Dubai route. For 19 years IA was 
not allowed to fly to Dubai (it first sought 
permission in 1987). Meanwhile, AI's 
marketshare was stagnant at 3096; Emi- 
rates dominated the route with a 70% 
marketshare. Since 2002, after IA was fi- 
nally allowed to operate, it has captured 
a marketshare of around 2096. IA has 
been seeking permission to fly to Saudi 
Arabia and Hong Kong, and increase 
flights on the Delhi-Singapore, Delhi- 
Dubai, Chennai-Singapore and Chen- 
nai-Dubai sectors too. 

The ministry has had a big role in 
this. While AI operates flights three 
times a week to Malaysia with an esti- 
mated marketshare of 796 and IA oper- 
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ates daily with a marketshare of around 
14%, the ministry does not allow IA to fly 
to Malaysia from any city besides Chen- 
nai. This despite the fact that AI does not 
operate from Delhi, Kolkata, Hyderabad 
or Bangalore nor does it plan to start 
such flights. "There is no valid reason for 
not letting IA fly from, say, Hyderabad or 
Bangalore ifit wants to," points out a se- 
nior IA source. IA has also been de- 
barred from converting its Delhi-Ahme- 
dabad-Muscat and Delhi-Bangkok- 
Singapore routes to non-stop services. 
“The government directives force us to 
offer an inferior product for all times to 
come,” says the source. 

However, after Indian Airlines CMD 
Sunil Arora took over joint charge of AI 


in August, the two carriers have worked 
out a plan to synergise operations (the 
plan has been submitted to the civil avi- 
ation ministry's committee for its ap- 
proval). The two carriers have decided 
that neither will be forced to vacate any 
market it has built up as this is unfair 
and unacceptable to both. On routes 
that are common to both, there will be 
three kinds of co-operation: 

W The airlines will agree on the capacity 
to be deployed in common markets and 
apportion routes in a manner agreeable 
to both the airlines. AI has agreed to al- 
low IA to add a second frequency on the 
Chennai-Singapore sector, something 
IA has sought for the past two years. 
Similarly, AI will allow IA to fly from 
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Delhi to Kuala Lumpur “It will bea bit of 
a give and take on the part of the two air- 
lines. The ultimate objective will be to 
recapture the marketshare lost to for- 
eign carriers,” explains a source. As past 
experience has shown, with both carri- 
ers operating, the marketshare of the In. 
dian side has tended to increase (See 
‘Joint Effort Pays’). 

li Both airlines will present a common 
schedule of flights with their respective 
flights being coordinated. In the past, 
the two carriers often worked at cross- 
purposes, with flights at virtually the 
same timings. On the Delhi-Dubai 
route, IA had one daily flight that it 
wanted to increase to two but was not 
getting permission for. Al had increased 
its flights from thrice a week to 
six times a week but intro- 
duced them at exactly the 
same timings as [A's flights. 
“We are trying to coordinate 
timings and schedules so that 
we can both gain at the ex- 
pense of the foreign airlines,” 
says a source. 

@ The two airlines will offer 
free ‘interlining. This means 
that both carriers will freely ac- 
cept each other's passengers. 
So, if a passenger has an IA 
ticket he can be put on an Al 
flight if one is leaving at a convenient 
time without endorsement. This is, 
however, still under discussion. 

In addition, the two carriers will also 
try and use each other's infrastructure 
and offer joint marketing promotions. 
Already, theres the Smart Voyager, 
which offers Al tickets to those who 
have flown 12 times on IA. As Arora 
points out: "The two airlines cannot op- 
erate with blinkers on their eyes and act 
as if they must compete only with each 
other — like the rest of the world does 
not exist" (See interview with Sunil 
Arora on Page 56.) If things go as 
planned, the rest of world will be forced 
to sit up and take notice of India's high- 
flying carriers. : 
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Sunil Arora, CMD of Indian Airlines (IA) 
since May 2000, was given joint charge of 
Air-India (AI) in August this year. His first 
tasks: synergising the operations of AI 
and IA and reducing the squabbling over 
routes between the two which led to for- 
eign carriers getting a majority of inter- 
national passenger traffic. BW spoke to 
Arora on what he has done so far and 
what he expects in the coming months. 


E What happened to the plan to 

rationalise the IA and Al routes? 

Contrary to popular perception, there 
are only 13city pairs where both carriers 
operate. However, due to differences 
between the two on routes to South- 
east Asia and the Gulf, the ministry of 
civil aviation set up a route rationalisa- 
tion committee to look into these issues. 
When I took on additional charge of Air- 
India in August 2003, I tried to impress 
on the two commercial directors that in 
the ultimate analysis, the two airlines 
cannot operate with blinkers on their 
eyes and act as if they must compete 
only with each other — like the rest of 
the world does not exist. Since then, we 
have presented a joint memorandum of 
understanding to the ministry stating 
that we can resolve our issues on these 
routes ourselves and we do not need to 
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‘A merger of Al 
nd IA cannot 
be ruled out” 


keep going to the ministry with different | 
| gained from far greater synergy. Com- 


perceptions on which routes to take. 


E What are the details of this 
agreement? 

We have drawn up a fairly comprehen- 
sive and omnibus kind of agreement, 
and stated the agreed positions of both 


airlines on these routes. So, in a city pair | 


Xin the Gulf, AI will have more capacity 
by mutual agreement and vice versa. 


Bü If the time is right, should they 
merge Al and IA? 
Two months in AI is too short a time to 
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form a firm view. But there is a lot to be 


mon maintenance bases, common 
marketing, common stations abroad, 
only one office... this will lead to a lot of 
savings. If, over the next 2-3 years, some 
ofthese things can be achieved, over the 
next five to 10 years or so, theoretically, a 
merger cannot be ruled out. Nothing is 
impossible in the world. When some- 
thing does not take place, it is usually 
the lack of will to take a decision or the 
ability to get the decision executed. 


© Isn't it time Al concentrated on 
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routes to Europe and the US 
otherwise, soon, there will be no 
difference between the two carriers? 
Air-India, like Indian Airlines, is ham- 
strung by capacity. In the last two years, 
Air-India has started looking at long 
haul routes in a fairly concerted man- 
ner. They have restarted the Frankfurt 
operations. Flights to NewYork and New 
Jersey have been started. More flights 
are being added to the US. I am sure that 
even if AI has to lease more capacity, we 
will be looking at long haul routes. I do 
not see the danger of Al becoming only a 
regional airline. I do agree that for some 
time, AI was concentrating more on 
short haul interna- 
tional routes. But a re- 


alisation seems to 
have dawned — and 
that has nothing to do 
with my taking over — 
that AI must do long 
haul routes too. 

IB What about š 
Europe? Al flies only ¿Z 
to London and, Š 
maybe, Paris... Š 


Everything can't hap- 

pen overnight. The last two years have 
seen this trend (increase in long haul 
routes) rising and this will continue. 


Hü But aren't IA planes better suited 
for short haul international operations 
in terms of optimal flying time, etc.? 

I don't think that inherently, any plane is 
better suited. Going by that logic, there 
are many international airlines coming 
into India that for 5-6 hours of interna- 
tional connectivity use wide-bodied 
planes. IA doesnt have wide-bodied 
planes. In any case, AI does not use 747- 
200 or 747-400 for the Gulf or South-east 
Asia; it uses primarily A310s. When AT's 
acquisition proposals are processed, 
there will be a conscious thrust on air- 
craft that subserve long haul routes. 


Wi Isn't it better then for the time 
being — till the fleet acquisition 

plans fructify — to allow all the 
private carriers (like Jet and Sahara) 
to fly all routes rather than continue 
losing out to the foreign players? 

Jet and Sahara's mandate is that they 
were approved as scheduled domestic 
carriers. Indian Airlines has been going 





partly international right since incep- 
tion. Even in the 1950s and the 1960s, IA 
was flying to Indonesia and Tehran. 

Itis now for the government and the 
Naresh Chandra Committee to decide 
whether to allow private carriers limited 
international connectivity in the inter- 
est of passengers. But I would like to say 
one thing here: we should have a per- 
fectly reverse level playing field. Let all 
the uneconomic routes in the country 
be equally shared. It is unfair that when 
it comes to the uneconomic routes, the 
major brunt is taken by IA because it is a 
PSU. Against the mandated 10% on Cat 
II, IA is doing 16.88%. In the North-east, 
Jet connects three des- 
tinations while we 
cover 11. IA is offering 
4,000 seats per week in 
the North-east; Sahara 


“For private 


connectivity, 


they must run 
on uneconomic routes" 


covers only two destinations in the 
North-east. So, if you ask me as a pas- 
senger, maybe the more the merrier, but 
as a policymaker, then, there should be 
a total level playing field. 


W As an industry expert, what is in 
the best national interest? 

Domestic connectivity should also be 
equally divided, which is not the case. 
Whosoever from within India is to be 
given international connectivity should 
also be asked to share equally in letter 
and in spirit the socio-economic bur- 
den of enhanced connectivity to the re- 
motest parts of the country. Or maybe 
the government can think of some way 
offinancing uneconomic routes. 


W But going by precedence, it may 
take Al and IA another five years to 
buy new aircraft. Till then, shouldn't 
the government give Jet and Sahara 
the opportunity to acquire long haul 
planes quickly and capture some of 
this market? 
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airlines to get 
international 


Then, they should share the domestic 
burden too.... 


Bü So, you wouldn't mind them flying 
to these routes if... 

I dont like words being put in my mou- 
th.Isaid they should share the burden of 
uneconomic routes back home also. 


lll What will this open skies offer 
made by the prime minister on his 
recent trip to South-east Asia mean? 
Civil servants are not expected to com- 
ment on government announcements, 
least of all on one made by the H'ble 
Prime Minister. But since you have 
raised this issue, I would like to say that 
the usage of the term 'open skies' indi- 
cates a direction. Whether AI or IA like it 
or not, at the end of the day, connectivity 
to and from India has to increase. At the 
same time, enhancement of ca- 
pacity is a decision that the pub- 
lic sector carriers, i.e., [A and AI, 
cannot take independently. 
Everything has to go simultane- 
ously. The announcement is in 
sync with what is happening all 
around the world. The march 
towards open skies is inex- 
orable. It cannot be prevented. 


W What are the implications in 
terms of carrying traffic? 
The basis of bilaterals is reciprocity. If 
there is an offer of open sky from our 
side, it is presumed that there shall be a 
reciprocal offer from the other side. It 
means more connectivity for national 
carriers to their cities and vice versa. 


HW But that's not to our advantage... 
so what if Al or IA can fly directly 
from Delhi/Mumbai to Langkawi? 

You are unconsciously mixing up what 
is to the advantage of the national carri- 
ers with what is to the advantage of the 
country. For the national carriers..., if 
they are allowed to have more capacity, 
they can fly more. Why are you looking 
only at Langkawi?We can fly more times 
a week to Kuala Lumpur and from more 
points in India. Iwould like to add flights 
from Bangalore, Chennai and Hyder- 
abad to Kuala Lumpur — I don't have 
planes! The implicit assumption in what 
you say is we have exhausted all poten- 
tial from flying from India to the capitals 
of those countries. We haven't. = 
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Foreign institutional investors (FIIs) don't seem to be get- 
ting enough of the Indian market. Last week, they pumped in 
Rs 1,856 crore and propped the index up by 140 points. The HIN USTAN LE 'ER* 
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Venga Boys music concert for the benefit of 
street children; premiere of the movie ‘Sur’ 
for victims of Gujarat riots, and premiere of the 
movie 'American Sweetheart' for the benefit 


of the Girl child. 


Besides all these activities we also work towards 
promoting multi-level partnerships between civil 
society, the government and the needy. For 
instance in our ‘India for change’ programme 
we partner with local governments and civic 
bodies to run night shelters, schools, dispensaries 
and counselling centres for the urban homeless. 


We're a global development 
body working for the rights of 
the poor and marginalised in 
over 40 countries around the 
world. 

In India we've been working 
for 30 years now with some of the most 
marginalised communities. Our work has been 
driven by the principle of *philanthropy for 
social justice’ wherein we go beyond just ‘giving 
money’ to actually involving ourselves with issues 
that are fundamental for ensuring the rights of 
the poor and marginalised towards social justice 
and equality. 


yoars 


of ActionAid 


And now, to take this effort a step forward we're 
looking for a highly driven and 
motivated team of people to 
promote *Karm Mitra', a unique 
movement for social change. 
‘Karm Mitra’ aims at creating a 
broad network of socially 
responsible people who have the 
standing, capacity and the 
inclination to bring about a change 
towards a better and more just 
society. Through this network of 
donors ‘Karm Mitra’ aims to 
generate resources that will not 


Apart from fighting for ‘rights’, 
our work includes raising aid for 
specific causes like the Gujarat 

riots, the Gujarat earthquake and A 
the Orissa cyclone. In recent TATE 
times you may have also witnessed 4 
some of our charity events such 
as the 'Sound of Sea' musical 
extravaganza at the Gateway of 
India for the homeless children; 
‘Ek Alag Mausam’, a feature film 
with HIV/AIDS as the core issue, 
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ActionAid India's Gujarat 
Earthquake fund collection drive 


ActionAid India's communal harmon, campaign 


only help some of the most marginalised 
communities (Like the sex workers, the HIV 
positive, the urban homeless, the disabled, the 
riot victims, dispossessed tribals, dalits, manual 
scavengers and street children) meet their day to 
day survival needs but also help them continue 
their fight for right to dignified living. 


What's really unique about ‘Karm Mitra’ is that 
it not only benefits the recipient communities 
but also the donor. It brings fabulous returns to 
the donors in the form of Tax Exemptions, Free 
Invites to Music Concerts, Free Movie 
Premieres, Free Supper Theatre, Free Holiday 
Packages, Free Life Insurance, Free F&B 
Coupons, Free Music Cassettes and CDs, Free 
Credit Card, Free Reliance Mobile Phone, 
Exclusive discounts from some of the most 
well known brands and much more. 








qu IN Ac ‘Karm Mitra’ would be promoted through Direct Giving Agencies who shall promote 
` 25 





& o, ‘Karm Mitra’ to working executives, and through Multi Level Giving wherein *Karm Mitra' members can network and get 
their friends, colleagues, neighbours and associates to become members and thus also earn handsome incentives. 

| | E We invite DSAs promoting reputed financial, insurance, telecom and other products to send in their profiles with details of 

A, karm mitra ° infrastructure, turnover and tax returns (past 3 years). MLM leaders, Insurance agents, Tax/HR consultants, Homemakers 


and Housewives, Retired people, Professionals and others are also invited to come and be a part of this movement by sending 


í . . . : i 
OY of G in their profiles along with other details. 


All selected DSAs and Individuals would be rewarded with handsome incentive packages. Including 
opportunities to promote exclusive merchandise/products created by artisans and crafts people we 
work with, and also products manufactured by our socially responsible corporate 
associates like ICICI, Kotak Mahindra, Reliance, Hallmark, Mantra Entertainment and many more. 
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So come be part of this new movement to make our world a better place-by creating ‘Karm Mitra’ 
caring communities. 


To find out more about the ‘Karm Mitra’ donor loyalty programme. Email us at 
shalinid@actionaidindia.org or write to Jeroninio Almeida (Jerry) at ActionAid India Society 
C-88 South Extn. Part-II, New Delhi- 110 049 or call at 91-11-516 40571-76. 





ActionAid India 'Karm Mitra' membership card 
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| The signs are positive 
still. But watch out for 
B the markets peaking 


B VIKAS DHOOT & T. SURENDAR 


i kets have enough steam to keep running. 


Will retail investors please 
| Stand up? 


off in a big way 


| n Look, the tail is still not wagging 
| 


| retailinvestors throng the markets when they are too heated up. 
¢ And promoters enter in droves expecting fancy valuations for 
their initial public offers. Asofnow, all signs indicate that there's 
í still a lot of value left in the markets. That the Indian stockmar- 


HAT is the similarity between the police in Bollywood 
movies and Indian retail investors? Both of them arrive 
when the party is over. Or at least that has always been the 
trend. Last week, there was a long queue of people sweating it 
out for their turn at HDFC Bank'5 branch near Dalal Street. 

They were in line not for a new IPO, or to buy into a new mu- 
- tual fund. Believe it or not, they were buying 6.5% tax-free RBI | 
Relief Bonds. A few random calls to traders in Kalbadevi, a 
| hotbed of small Gujarati traders, voiced a similar concern. 
B. Sure, these traders have been caught on the wrong foot this 
ES time. However, speak to a couple of those investors and the 
= fear psychosis hits you — "The market has already gone up so 
E much that we've sold our stocks. Can't put the money right 


Trading in Z group penny stocks has still not taken 


| 


BUSINESSWORLD 54 27 OCTOBER 2003 


| 






x 
x 
x 


| 
x 
| 
| 





| 


| 


| 


| 
| 


MR 





back in at this time ofthe rally, can we?" 

At a time when the Indian stockmarket is one of the most 
stellar performers in the world, this is rather difficult to digest. 
For, in many ways, the 2003 market rally has seen almost com- 
plete abstinence by the really retail investors. Few new in- 


| vestors have gotten into the market. Even the old-timers have 


restrained themselves from investing heavily in equities. 


| Chandan Desai, director, Taib Securities, says: “Those with an 


investible surplus of, say, Rs 1 lakh are not investing more than 
Rs 20,000 in stocks. The horrific investing experiences of the 
past continue to haunt most retail investors.” 

However, can retail investors stay not invested in the eq- 
uity markets? One equity fund manager says that investors 
would eventually come back. His reasons are as follows. To- 
day, debt funds are in vogue not because they are safe but for 
the simple reason that they offer better returns than bank de- 
posits. However, interest rates have now touched the bottom 
and are bound to go up once industrial investment picks up. 
In fact, a senior executive at ICICI Bank confirmed that big 
steel companies were already knocking at the financial insti- 
tutions doors to fund new capacity build up. If interest rates 
do go up, debt funds will no longer bea safe investment haven. 
“Eventually, investors will want their money to perform better. 
Even if they start a year later from now, investors will make 
more money in equities.” 

There are some early signs that retail investors are coming 
in. In September, even though mutual funds were net sellers 
in equity, the gross inflows into equity funds were the highest 
in almost 30 months. The Rs 2,362-crore inflows are close to 
what they collected just before the Ketan Parekh-driven stock 
bubble burst in February 2001. 

Now, is it that investors no longer want to be like the police 
or is the climax imminent? 





No takers for 4 
this bull run 


* HE tail should not wag, even if the head does.” The Indian 
# stockmarket is behaving itself this time around. When the 
market booms, ever so many penny stocks or ‘Z category 
stocks’ as the Bombay Stock Exchange (BSE) classifies them, 
steal the limelight by outperforming even heavyweight scrips. 
During the tech boom, small finance companies added the 
software tag to their names to see their stock prices zoom up. 
Surprisingly, penny stocks have stayed put this time around. 
There are 7,382 scrips listed in the Indian market. Of these, 
on 15 October, 2003, only 1,955 stocks were traded. By any 
standard, the contribution of Z group shares or the penny 
stocks to the market's business is not worth fretting about. Of 
the 16.35 crore shares traded that day, Z group stocks added 
up to only about 39 lakh — their turnover adding up to just 
Rs 2.31 crore, a paltry 0.09% of the total turnover on the BSE. In 
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around the world. Stocks, including those with large market 
capitalisation, have doubled or even tripled their price within 
this same period, resulting in the Sensex's steepest rise in the 
last decade. 

The sudden spurt has caught many unawares — espe- 
cially the Indian retail investor. Over the last six months, retail 
funds in the markets have dwindled. This month, so far, is a 
study in contrast. While FIIs have pumped in Rs 3,400 crore, 
including net purchases of Rs 518 crore as on Friday, 10 Octo- 
ber 2003, domestic mutual funds have been net sellers in the 
market. Most high net worth individuals, considered to be the 
savviest among retail investors, sold their equity fund units as 
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early as July, when the Sensex rose almost 40% in 
three months. 

Today, be it the bleary-eyed executive waiting to catch an 
early morning flight or a weary investor talking to his mutual 
fund agent, the questions are becoming more and more ba- 
nal. If Indian retail investors are not buying stocks yet, how can 
this rally sustain itself? How long will it be before FIIs start 
booking profits? And will the market cookie crumble as 
quickly as it was baked? 

Even hazarding a guess will not be easy. This July, India's 
ace fund managers were debating how long the Sensex will 
take to cross 4000. Tata Motors (erstwhile Telco) shares had a 
target price of Rs 400 by March 2004 (it's already Rs 380, up 
from Rs 220 in July) while the State Bank of India (SBD was ex- 
pected to touch Rs 500 (it's already Rs 482) by then. Kotak Se- 
curities head of research Alroy Lobo was quoted saying that 
the bull run was unlikely to sustain and that large market cap- 
italisation stocks were close to fair value. The market was still 
at 3800 back then. Other mutual fund managers were heard 
complaining that retail investors had already "missed" thi 
rally. UTI Asset Management Companys president AK. 
har and Enam Securities research head Ajay Bhatia had: 
that only retail participation could drive the market further. ` 

Unfortunately, this doesnt answer the questions. Instead, a 
it raises more. Why are the FIIs so bullish about the Indian - 
market while Indian investors are still undecided? 













AVIKANT (name changed), a dentist in Chennai, has not 

invested a single penny in the stockmarkets in the last one 
year. His cash is either in the bank or in short-term debt funds. 
That is pretty unlike in 1999, when he was fully invested in 
technology stocks. A seasoned investor, Ravikant now says 
that heis saving money for his daughter's education. The truth 
is that he cannot get over his losses he made from having 
bought the stock of Himachal Futuristic (HFCL) at Rs 1,470 
(HFCL is now trading at Rs 16). However, Ravikant certainly 
feels that he has missed an opportunity. He says: "True, this is 
a good, fundamental rally. But the wound from previous 
losses is still fresh." 

Stories like those of Ravikant pepper the investment senti- 
ment among retail investors today. When technology stocks 
were peaking in 1999-2000, other industries were in the re- 
structuring phase. Tata Motors, for example, was reeling after 
its sales of commercial vehicles had dropped by 6096 in two 
consecutive years. Low international commodity prices had 
kept other index heavyweights like ACC, Reliance Industries 
and Hindalco down. Many investors sold these 'old economy' 
stocks to buy the ‘new economy technology stocks. And when 
the market collapsed on them, they were left holding paper 
that had no value. By early 2001, most retail investors’ kitty had 
shrunk substantially. 

Now while these small Indian investors were licking their 
wounds, some fundamental factors were quietly changing. 
Much of that transformation was forced by the overall slow- 
down. Most companies began restructuring operations and 
pared costs drastically. Then, as interest rates started drop- 
ping, their balance sheets started getting healthier. All in all, 
measures such as these made companies far more efficient. 

Nevertheless, investors were not interested in bringing 
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Bharat Shah, CEO and MD of portfolio 
managers ASK Raymond James Securities 


"There are some value picks 
available among the Sensex stocks 
even now" 


new money into the market. They were so 
badly craving for returns from their stocks 
that they began selling early, in the first days 
of the bull run. Says a Birla Sun Life mutual 
fund sales executive: "When the index rose 
sharply to 3800, investors wanted out de- 
spite our advice against it. They blindly en- 
cashed their profits at the first opportunity." 

The first round, therefore, goes to the 
FIIs, who seem to have got their entry bang on. The index was 
languishing with lack of retail interest. Meanwhile corporate 
and economic performance was slowly, but surely, improving. 
To add to it, the US market was going nowhere and the rupee 
was slowly inching upwards. FIIs, flush with funds, took easily 
to the Indian market. Says a senior foreign broker: “In the ini- 
tial days, FIIs bought index stocks like SBI, Tisco (Tata Iron & 
Steel Company) and Reliance blindly. They 
wouldn't even ask for our opinion." 

Six months later, their call seems vindi- 
cated. The retail investors who had not in- 
vested their money in the market had, in- 
stead, saved it up. As flagging demand 
brought down product prices; they were 
now willing to buy goods. Maruti 800 was 
now available for just Rs 2.2 lakh, while a 21" 
flat TV cost no more than Rs 10,000. 

Falling interest rates have also helped. 
Ravikant bought an apartment for Rs 40 
lakh. In September, ICICI Bank has dis- 
bursed Rs 80 crore of car loans, far more than 
its disbursals in home loans. Their target for 
car loans — Rs 100 crore by December. So, 
today, even as Tata Motor's Rs 500 crore loss, the second 
biggest in Indian corporate history, is still fresh in the memory, 
the company cannot make enough vehicles to meet its grow- 
ing demand. And Mahindra & Mahindra, which for long did 
not invest in adding any new capacity, is scrambling to meet 
orders. It has a three-month waiting list for its premium sport 
utility vehicle (SUV) Scorpio. Why, even the 
ubiquitous Maruti 800 now has a waiting pe- 
riod for delivery. 

Onelookat the Sensex stocks will tell you 
that the rally so far has not been limited to 
any single sector. Technology stocks have 
gone up nearly as much as pharmaceutical 
stocks. So have banking, infrastructure and 
stocks of commodity companies. In that 


Sanjiv Duggal, chief investment officer, 
HSBC Asset Management Company (India) 


"At the current levels, equities look 
attractive if investors have a 2-3 
year outlook" 














THE BULL RUN 


sense, it is not like in 1999, when technology 
dragged the index up. Clearly, therefore, this 
appears to be a far more broad-based rally 
than the previous ones. But are the stocks 
now getting to be expensive? 

Not at all, say fund managers. Barring 
some fast moving consumer goods (FMCG) 
companies like Castrol and Nestle, analysts 
say that there are still value picks available 
even among the Sensex stocks. Their argu- 
ment goes somewhat like this. The Sensex 
price-to-earnings (P-E) multiple on historic 
(2002-03) earnings is close to 20. However, if 
you factor in first quarter results, this drops 
to 17. For example, Tata Motors appears ex- 
pensive at a P-E of 38.24 on last year's sales, but this would 
drop to 21.6 if you factor in the projected FY2004 earnings. 
Says an ILFS fund manager: "In another three months, the 
market will start discounting FY2005 earnings. If the current 
growth continues, stocks like Hero Honda, State Bank of India 
and Ranbaxy don't appear expensive at all." (See ‘Sensex 
Stocks: Turning Cheap’) 

If you have noticed, we have only been 
talking about the Sensex all along. Because 
much of the focus in the recent bull run has 
been on the Sensex stocks and BSE's 190- 


HEMANT MISHRA 


K.N. Sivasubramaniam, senior vice- 
president (equity), Templeton AMC 


"Extreme undervaluation doesn't exist 
anymore, but one can expect 
reasonable returns from these levels" 


odd A group shares. Nearly 8096 of the 
turnover of this national exchange comes 
from these stocks though there are over 
: 7,000 companies listed in the exchange. 

However, beyond them, there are compa- 
nies like Welspun and Garware Polyester that are benefiting 
from restructuring exercises as well, much like the big compa- 
nies. Welspun has paid off all its expensive loans and has be- 
come one of Wal-Mart's biggest suppliers for terry towels. Gar- 
ware has developed a polyester film that, when stuck to glass, 
will make it shatterproof. Shortly, it plans to clean up its bal- 
ance sheet. That should not be difficult con- 
sidering that its export revenues are rising. 
Says Enams Bhatia: "In commodity busi- 
nesses, it is the quality of assets that matter. 
There are many companies that are placed 
right and worth a look." 

So, is there steam left in the market? Port- 
folio managers ASK Raymond James Securi- 
ties CEO and managing partner Bharat 
Shah won't comment on that. Instead, he 
advises: "Concentrate not on where the mar- 
kets are headed but on which stocks you can 
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. contrast, 88% of the turnover came from the 193 A group 


stocks that include the Sensex stocks. The 685 B1 stocks that 


include shares like i-flex Technologies, Pantaloon Retail, Jindal 
group of companies, Punjab National Bank, etc., accounted 
for another 10.6%. B2 stocks, which trade irregularly, notched 
up just 1% of BSE's turnover. 

Even among these Z group stocks, the few that make 
money, trade far below the market P-E. Of course, there are a 
few like Kirloskar Pneumatic and Kalyani Forging that have 
risen many times over their the yearly lows. 

But will it continue to remain that way? 

There are many reasons it could. The stocks in the ‘Z cate- 
| gory, rated as risky investments, are in this category as they 
, are often irregular in filing regulatory requirements with the 
| BSE. They also trade irregularly and have a poor track record in 
| attending to investor complaints. Hence, Sebi keeps an eye on 
, them, and brokers dealing in big volumes in these stocks are 
_ regularly monitored. Says a BSE broker: “We discourage our 
| Clients from trading in these stocks as we usually end up being 
| questioned by Sebi.” 


| Can a spate of IPOs spoil the 
market party? 







"THE primary market has been disastrous for the last two | 


# years, with just six IPOs hitting the market in each one of 
them. So when Maruti Udyog came out with an IPO this year, 
 itwas expected to open the floodgates for other large IPOs. 
| However, since Maruti, there have been only 20 public issues, 
 andeven those raised very small amounts for small compa- 
nies (except the banks). Prithvi Haldea, head of primary mar- 
ket watchers Prime Database, says: "The time lag between a 
revival in the secondary market and the primary market is 
usually six to nine months. The secondary market needs to 
sustain itself before IPOs can be thought of by companies. I 
believe that a lot of large companies, be it TCS (Tata Consul- 
| tancy Services), Biocon or Indraprastha Gas, etc., have 
watched enough and are now preparing in full swing to get 
| their offer documents in place. Expect a stream of large issues 
Starting from January right through the year, if the secondary 
| market remains stable.” 

The kind of issues that are likely to enter the primary mar- 


REPRE 


kets are of companies looking for capital for growth, and com- 
panies like TCS, which need market valuation. Also on the 
block will be companies where investors are looking for exits, 
for instance, the many venture-capital-funded companies 
that were born in the late 1990s. Haldea says that he still does 
not expect to see any issues coming up for greenfield projects. 
Apparently, many of these large companies have already 
brought prospectuses to the table and appointed merchant 
bankers for the issues. Yet, the process of going public takes 
time — due diligence, filing documents with Sebi, answering 
Sebi's queries, cooling periods, et al, ensure that from the mo- 
ment you make the decision to go public, the actual issue can 
take months. 

And all their work can go down the drain if the secondary 
market goes into a tailspin now. "The market does not need to 
keep rising forever, but it needs to stabilise at relatively high 
levels for a year or so for IPOs to really succeed. Else, all 
planned public issues will be back on the shelf in a snap," 
warns Haldea. 


Are international markets riding 
alongside? 











! Dow Jones 
| Nasdaq 
| FTSE 











xÇ NDIA is among the best performing markets in the world to- 
day. Pakistan is still asmall market with an index market cap- 
italisation of just $17 billion compared to India's $80 billion. 
Again, India's total market capitalisation of $200 billion is 
higher than Thailand's $80 billion. In terms of size, India is the 
sixth-largest emerging market after Hong Kong ($550 billion), 
Australia ($466 billion), China ($457 billion), Taiwan ($380 bil- 
lion) and Korea ($280 billion). India is already ahead of coun- 
tries like Singapore, Malaysia, Mexico and Brazil. 

However, India's advantage lies in the fact that there is low 
foreign ownership of her equity markets. Foreign ownership 
of Indian equity is only 1096 compared to 1896 and 2096 for 
Malaysian and Chinese equity, respectively. Foreign holding 
in Korea and Taiwan stand at 38% and 39%. Says HSBC Asset 
Management's chiefinvestment officer Sanjiv Duggal: "Indian 
markets will only see more foreign ownership in future.” No 
wonder, Marc Faber a.k.a. "Dr Doom" finds India the most at- 
tractive investment destination now in Asia. m= 
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rather 
than 
value, 
could be 
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drivers of 
stock 
prices to 
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and contagion 


ERMAT found a way of finding max- 
ima and minima in equations; Des- 
cartes analytical geometry made it 
possible to have the equations of al- 
gebra stand in forthe more cumber- 
some diagrams of geometry; Hobbes proposed 
the idea of conatus (which is to motion what an 
instant is to time) and Newton and Leibniz cre- 
ated their own versions of calculus. Voltaire 
subsequently described these prodigious 
mathematical adventures as "the art of num- 
beringand measuring exactly a thing whose ex- 
istence cannot be conceived”. Stockmarket val- 
uations, too, are in the realm of intrinsic values 
whose existence can only be imagined. 

As is learnt by students of investment man- 





agement and, on many occasions, forgotten by | 
practitioners of investment management, the | 


intrinsic value ofa company is the probabilistic 


weighted average of its future free cash flows | 


discounted to the present at a rate that reflects 


the risks associated with the company. One of | 


the key economic risks to any enterprise is the 
impact of new technology (Bob Shiller labels 
them as the downside revenge effects" of new 


technology). These reduce the competitive ad- | 


vantage period over which an enterprise can 
earn superior rates of return. The rate at which 


this creative destruction is being unleashed | 


would make even the Luddites look like opti- 
mists. And yet today's stockmarket valuations 
reflect sunny projections of terminal values. 
Septuagenarian virility can only be envied, but 
is not something that can be betted on! 

Bullish arguments are generally premised 
on financial relativism, that the financial laws 
governing markets today are unique and not 
fettered by the dogmas of the past. The bear 
case usually rests on financial absolutism, that 
unchanging financial laws do exist, that valu- 
able lessons can be gleaned from the past. 

Falling interest rates, world-class Indian 
players, restructured and leaner corporates, 
resurgent commodity prices, strategic M&A ac- 
tivity, privatisation, structural reforms and 








massive fiscal stimulus through infrastructural 
outlays are the key catalysts igniting this bull 
run on Dalal Street. But the market is fairly val- 
ued at current index levels and to find stocks 
with a large margin of safety is increasingly dif- 
ficult. Hope and hype, rather than value, could 
be the key drivers of stock prices to higher and 
more fragile levels. 

It is not only the rising index that investors 
must be wary of, but also the heightened prob- 
ability of scams, fraud and poor quality primary 
issues. For, as Walter Bagehot wrote in his clas- 
sic Lombard Street: “All people are most credu- 
lous when they are most happy, and when 
much money has just been made, when some 
people are really making it..., there is a happy 
opportunity for ingenious mendacity. Almost 
everything will be believed for a little while, and 
long before discovery, the worst and most 
adroit deceivers are geographically or legally 
beyond the reach of punishment." 

As Wordsworth wrote, the child is the father 
of man. The present is a prelude to the future. A 
stockmarket ignited by the triggers mentioned 
above, driven by foreign capital, and subject to 
the tempests of crowd psychology can shoot 
well past conservative calculations of intrinsic 
worth and float in the upper ranges of aggres- 
sive and sometimes unrealistic valuations. 

But investors would do well to remember 
that at those stratospheric levels there are only 
risks of permanent loss of capital and no bank- 
able returns. Potential upsides against the 
downsides, trade-offs between making and los- 
ing money flutter like feathers in a windstorm. 

In Medieval Europe, time clocks were wildly 
expensive as well as inaccurate, losing or gain- 


| ing time and often stopping dead. In bull 


phases, stockmarkets are no different. Markets 
function like clockworks in one more respect — 
periods of rampant overvaluation are always 
followed by periods of dismal undervaluation. 
Indian markets are by no means massively 
overvalued, but when they do get there, in- 
vestors shouldn't throw caution to the winds. & 
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RDC is just one of the 171 child development initiatives which CRY supports all over India. Hanumant Adagale is an example of 
how a little help can make a profound difference, not only to an individual but also to an entire community. It is because of your 
contributions, however small, that CRY can help organisations like RDC, which work towards the betterment of children from 


underprivileged communities. And only with your help can CRY create more milestones like Hanumant Adagale. 
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For Captives 


Captive units 
ploneered the 
BPO game in 
India. Today, 
their business 
models are 
coming under 
pressure. 


by Shelley Singh & 
Snigdha Sengupta 


IKE most New Economy CEOs, 


the low-profile chief of the 14- 
_. month-old, Mumbai-based 
BÀ business process outsourcing 
(BPO) firm ICICT OneSource, the 43- 
year-old Mukerji spends nearly two 
weeks in a month meeting prospective 
clients and pitching for new business. 
Earlier, he would spend most of his time 
negotiating with other third-party, US- 
based BPO units like his own to shift a 
part of their work to India. In the last six 
months though, things have begun to 
change a fair bit. “Among the people we 
are talking to today are those who have 
their own captive operations,” he says. 
And he isn’t the only one. Other ma- 
jor third-party BPO units like Daksh eS- 
ervices, WiproSpectramind and Trac- 
mail have been trying to grab business 
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from captive units in India. The scenario 
is in stark contrast to the one three years 
ago, when the handful of third-party 
start-ups in the country had the tough 
job of winning customers over to the In- 
dian outsourcing advantage. It’s still 
early days yet. So far, their business de- 
velopment efforts haven't paid off. But, 
by all indications, the relatively young 
BPO industry in India is nowon the cusp 
of yet another important inflexion 
point. Today, the captive model, which 
survived for nearly a decade, is coming 
under severe pressure. 

Ever since Swissair, GE and Ameri- 
can Express (AmEx) shifted their back- 
end processing work to India after 1992, 
captive BPO firms have dominated the 
structure of the BPO industry in India. 
Most MNCs preferred to outsource 
work to India since it offered a unique 
combination of low costs and quality | 
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manpower. Even till the end of the last 
decade, most MNCs preferred to set up 
captive operations, especially since 
there was no other alternative. Also, it 
was easier to convince people back 
home that the company is setting up a 
new unit in another country rather than 
to put it more painfully that jobs are go- 
ing abroad to a new company. From a 
risk perspective too, setting up a captive 
unit was a favourable way to go. 

By 1999 though, the industry struc- 
tures had begun to change — with the 
entry of a large number of Indian third- 
party BPO firms. Out of the over 300 
third-party units that were set up, esti- 
mates Nasscom, just a handful, like 
Daksh, WiproSpectramind and exlSer- 
vice.com actually survived. 

The captives themselves are under- 
going a change. Not just the pioneers 
like GE and AmEx, but also newer en- 
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Š conflict of interest, that is, whether in-house or - 
ie: third-party diu will get priority 
LACK OF Most said units have very little expertise in 
EXPERIENCE: third-party work or front-end sales 
ORGANISATION Captives are essentially cost centres and require 
STRUCTURE: organisation overhauls to poenae their mindsets 

and operate as third-party outfits 

SCALE: Difficult to venture into third- pany work if size 


of unit is small 


trants to the BPO game, to re-evaluate 
their options. And a host of third-party 
Indian players like ICICI OneSource and 
Daksh are encircling the prey. This is 
notwithstanding the fact that at the end 
of March 2003, captives accounted for 
over 50% of the $2.3 billion revenues of 
the BPO industry and 60% of the 
171,000 people it employed. 

But quietly and surely, the captive 
modelis beginning to morph — and the 
lines are blurring between third-party 
and captive units. GE, which has a 
15,000-person operation in India, is qui- 
etly plottingits entry into the third-party 
BPO space. Says a senior GE Capital In- 
ternational Services (Gecis) manager: 
“Out of the 12 centres of excellence 
(read: business units), three will pitch 
for third-party operations very soon.” 

During the last one year, AmEx has 
begun farming out its work to seven 
third-party units in India while retain- 
ing core operations for its 5,000-strong 
captive unit. Even the more recent en- 
trants like JP Morgan, Bank of America, 
Prudential and America Online have 
opted for captive units in India — but 
with a difference. For one, most of these 
units will not have more than 1,000 peo- 
ple. Besides, they will also keep a tight 
check on costs from the very beginning. 
Most experts say that it will be another 
3-4 years before these newer captive 
units face the same existential dilemma 
that GE and AmEx are facing today. 

Even as this transition plays out, it 


, when their parent organisa- 
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will dramatically change the face of the 
BPO industry in India. At the moment 
though, there are a handful of key issues 
that confront the industry. 

For instance, will captive BPO units 
be able to manage the transition to a hy- 
brid model? Or will a new captive model 
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which is far more cost competitive than | 


| theoriginal models emerge? More im- 
portantly, will third-party BPO 


units begin to signal their dom- 
inance? 

But let's first start with a 
more basic issue: why did cap- 
tive units come under pressure 
in the first place? To begin with, 
in the last couple of years most 
ofthe captive units have begun 
to hit saturation point. That's 


tions in the US, like GE, took 


business by setting up alterna- 
tive bases in Mexico, China, 
Hungary and the Philippines. 
(See 'Captive No More, BW, 29 
September 2003). 

By then, most of them had 
hired people in anticipation of 


when the events of 9/11 took 


PRASHANT SAHNI 
CEO, Technovate eSolutions 
^ We'll leverage exist- 


place and concepts like disaster plan- 


ning became common, they suddenly 


putaceiling on how much a captive unit 
could grow. For instance, consider the 
experience of Prudential Process Man- 
agement Services (PPMS), the BPO sub- 
sidiary of Prudential Plc, went live with a 
700-person-strong operation in Mum- 
baiin June 2003. Managing director R.K. 
Rangan says the units mandate is to 
transfer 3096 of the UK back-office oper- 
ations (life and pension processing) to 
India. In the first four months, it has al- 
ready hit 2096. 

In the next two years, Rangan says 
he will simply concentrate on stabilising 
his operations so that Prudential is able 
to derive a 40-50% saving in costs. No 
new work will be brought in — and 
thats when Prudential will have to grap- 
ple with its existential dilemma. 

First-movers like GE and AmEx have 
already faced these growth pangs in In- 
dia. With not enough new work on offer 
in the last two years, they have struggled 
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to devise new, more meaningful roles 
for middle and senior managers. The re- 
sult: attrition rates as high as 3596, with 
maximum erosion in the middle and se- 
nior management levels. So GE has to 
recruit and train 4,000 new hires every 
year to replace the exiting employees. 

Amid the churn, the threat from In- 
dian third-party players has only que- 
ered the pitch for the captives. It doesn't 
help that these third party units operate 
at cost structures that are 10-2096 lower 
than that of the captives. This has en- 
abled them to pitch for business at com- 
petitive rates — even to companies with 
captive operations in India. Says One- 
Sources Mukerji: "Clients know that our 
costs and delivery are better." 

A former McKinsey partner, Marc 
Vollenweider, now president & CEO of 
Evalueserve, a research outfit in Gur- 
gaon, says his back-of-the-envelope 
calculations show that costs of captive 
operations are at least 1596 higher than 
third-party operations. Much of the dif- 
ference lies in the fact that captive oper- 
ations tend to pay higher salaries — al- 
most 20% more than third-party ope- 
rators. WNS' president and CFO Neeraj 
Bhargava corroborates it with evidence 
from his own operations. At WNS, the 


full-time employee cost on a particular | UK-based online 
process is $20,000 (which 

includes a 20% margin). RAMAN ROY 

The same process in a cap- CMD, WiproSpectramind 


tive unit in Mumbai is 
$30,000. Vollenweider says 
even corporate overheads 





“Captives will have prob- 
lems convincing clients" 


R.K. RANGAN 
MD, Prudential Process Management 
“For the next two years we'll 


stabilise our own operations" 


(spends on IT, finance, HR, et al) are 
higher by a third and cost of infrastruc- 
ture by atleast 10%. "These captive units 
have ended up paying an MNC pre- 
mium for not doing the homework that 
Indian players do," says Bhargava. 

Besides salaries, premium is also 
paid on things like real estate and logis- 
tics, which Indian outfits are able to ne- 
gotiate much better. For instance, most 
of the new third-party outfits which 
have entered the space over the last two 
years have chosen to lease, rather than 
build, their offices, pushing up costs. 

So what do the captives do to save 
their businesses in India? Well, the way 
forward isn't very clear at this stage. On 
the face ofit, there could be at least three 
possible routes to survival. Gecis, GE's 
Indian BPO subsidiary, is on the verge of 
charting its own course: enter the third- 
party business by setting up a separate 
company. Now, this approach is not 
new. In 2002, that's exactly what WNS 
Global Services, the former British Air- 
ways (BA) back-office arm in India, did. 

However, the way WNS did it was 
slightly different. It chose to become a 
full-fledged third-party player instead of 
keeping one foot in the captive busi- 
ness, as GE proposes to do, at least for 
now. This was possible because BA 
made it clear from the beginning that it 
did not see sense in investing any fur- 
ther in a non-core operation. Therefore, 
in April 2002, private equity investor 
Warburg Pincus was invited to pick up a 
70% stake in the BA 
subsidiary, then 
known as Speedwing 
World Network Ser- 
vices. 

Other captives 
like Technovate eSo- 
lutions, a subsidiary 
of the $800-million, 
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travel booking firm eBookers, which has 
also been around for about two years, is 
shifting tack to third-party work. It is 
now setting up a new facility in south 
Delhi, which will focus primarily on 
third-party work. The company plans to 
ramp up its workforce from the existing 
700 to 2,000 and a large component of 
the new additions will service external 
clients. 

Says CEO Prashant Sahni: ^We star- 
ted as a captive (unit) as we wanted to 
perfect our own operational capability. 
Working for parents was like testing the 
waters. We could make mistakes and 
still grow. What we have today is niche 
specialisation and specialists will sur- 
vive. Our parent has a presence in 11 Eu- 
ropean countries. We have relationships 
with airlines, hotel chains and car rental 
companies across Europe and we will 
leverage this to offer work to our part- 
ners." Technovate's existing workforce 
of 700 currently handles 4096 of eBook- 
ers back-office work out of Delhi. 

AmEx, Dell and Hewlett-Packard 
(HP) are hedgingtheir bets. The banking 
and financial service major is already 
outsourcing its work to seven third- 
party vendors in India. Dell has a captive 
unit, but also outsources to exlService 
and WiproSpectramind. HP has its 
shared services centre in Bangalore but 
also outsources technology help desk 
work to Delhi-based vCustomer, which 
has over 2,500 people. In fact, 65% of 
vCustomer’s work comes from HP Capi- 
talOne, an American credit card com- 
pany, planned to set up a unit here. It is 
yet to do so, but outsources to six ven- 
dors, including Convergys in Gurgaon. 

Sujay Chohan, group vice-president 
and country director of technology re- 
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Customer Driven Metamorphosis 


Tata Telecom consolidates its leadership po- 
sition by further increasing its customer re- 
sponsiveness. That companies want to be 
customer focused is nothing new. The chal- 
lenge lies in articulating this desire into 
deliverables that actually help customers meet 
their needs. 


Business honchos of all hues will try and con- 
vince you about that. But for Tata Telecom its 
different. It’s about putting the customer at the 
epicenter of the ecosystem. If that's getting a 
bit diffused, Tata Telecom's Vice President for 
Strategic Alliances, Ajit Thatte helps to put 
things in perspective. Says he: "We have a set 
of technology partners and systems integra- 
tors who are there as and when we need them 
to develop customized 
solutions and our own 
support team to top it all. 
But the moot point is: Do | 
understand customer re- 
quirements? 









We are taking an outside-in approach to better 
fathom client needs from their own point. To 
succeed this kind of customer attention has to 
be part of the business proposition”. 


Thatte goes on to elaborate how the company 
now looks at product, price, place, promotion 
and profitable growth differently to satisfy the 
customer. He puts it succinctly: “product can 
be right some of the time but the business 
proposition has to be right all the time”.So, it is 
no longer about pushing any product to the 
customer. The product is a means 
to satisfy customer needs.While 
place is all about customer conve- 
nience customer wants to have con- 
trol over what when and how he buys. 


TATA 


TELE O Q M 
A TATA & AVAYA Company 


Website - www.tatatelecom.com 


Promotion at Tata Telecom is now enshrined in cus- 
tomer interaction and communication. All this goes 
towards what Thatte puts as "the battle to occupy ter- 
ritory in the customers mind". Tata Telecom, the lead- 
ing enterprise converged communications provider 
has been growing at over 25% year-on-year and seeks 
to maintain the trend. 


Its offerings range from converged voice and data net- 
works to enterprises, contact center solutions to uni- 
fied messaging offerings and customer services. An 
equal joint venture between the US based Avaya Inc 
and the Tata Group, the company has strategic alli- 
ances with systems integrators like IBM, HP, Netsol 
and Servion. 


Tata Telecom brings in products through Avaya and 
other partners. It then adds value and delivers highly 
customised converged communications solutions to 
its customers. The alliance partners are there for le- 
veraging on their technologies for developing custom- 
ized solutions. Says Thatte: "we go with them to the 
customers and give them the right kind of solutions. 
We deliver to customer requirements". 


The company prides itself in a robust net- 
work that comprises 17 sales locations 
and 40 after sales support centers. At the 
support locations it has its own people un- 
like others who might be outsourcing sup- 
port. And the support is not just restricted 
to metro markets but even in remote 
places like Leh in Ladakh (for army instal- 
lations), Tezpur in Assam and going right 
down to Kerala. This is also part of devel- 
oping relationships, which the company sees as its 
intellectual capital. "When you have people, processes, 
systems and customer relationship then the whole eco- 
system works beautifully", insists Thatte. The com- 
pany also prides in auditing customer networks and 
then evolving a blueprint keeping in view future client 
needs. 


The customer driven approach started over two years 
back. The fact that the company has sustained growth 
at over 2596 year after year goes to show that the new 
focus has paid rich dividends. The future of communi- 
cation networks is in converged systems. 
It seems that Tata Telecom takes this be- 
yond technology to include customers: of- 
fering single point of contact with solutions 
tailor made to client requirements. 
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search firm Gartner India, NEERAJ BHARGAVA 

says, in 3-4 years, many of President & CFO, WNS 

these captives could actually i : 

put a large part of their facili- ‘Captives end up paying 


ties on the block. WNS' Bhar- 
gava is waiting for just such 
an opportunity. "The trends globally 
throw up several instances of third- 
party vendors buying up in-house (cap- 
tive) operations," he says. Of late, out- 
sourced services majors like Affiliated 
Computer Services and EDS have relied 
on acquisitions of captive units to ex- 
pand their presence and capabilities 
across the world. Industry analysts say 
that Infosys, too, has avoided scaling up 
Progeon, its BPO outfit, anticipating 
similar acquisition opportunities in In- 
dia. 

Yet, the decision to chase third-party 
business isn't that simple, especially 
since it entails moving into an entirely 
new business. WNS knows this only too 
well. When it started off, WNS had no 
front-end skills and operations, particu- 
larly in the US market. Also, it did not 
map out a detailed process before mi- 
grating processes from overseas to In- 
dia. "In a captive situation, migration is 
not such a serious issue because busi- 
ness is assured," says Bhargava. Besides, 
it had to also grapple with the task of 
breaking down the typical inward-look- 
ing culture which pervaded its captive 
operations. Eventually, it had to infuse 
new blood into the organisation, from 
entry-level right up to senior manage- 
ment, to make the change. 

The bigger challenge before a cap- 
tive is the issue of cost. Daksh eServices 


an MNC premium" 








CEO Sanjeev Agarwal 
asks: "The DNA of a 
captive is different. Typ- 
ically, our cost structure 
plus profit added is 
their cost structure. 
How will they make 
money on that?" 

That willy-nilly impacts a captive's 
pricing power. After all, pricing in a cap- 
tive unit is different. For them, a 30-4596 
labour arbitrage is enough to migrate 
processes. Also, a captive unit has no ex- 
perience in selling its services. Providing 
the same service levels as laid down in 
the service level agreement (SLA) is 
equally paramount — a fact that is not 
always so critical for a captive operation. 
Adds WiproSpectramind chairman and 
managing director Raman Roy, who 
also helped start the GE operations in 
India: "How will a captive with over 
5,000 people convince a customer that 
he will deliver similar or better quality to 
someone who comes in with work for 
500 people? Captives cannot do it out of 
their existing business structure. They 


have to spin off entities if they want to 


deliver third party work." 

Even if that works out, the captive 
could run into tax problems. At present, 
it invoices in a certain way — higher 
than a third-party does. If tomorrow its 
invoices are significantly lower for simi- 
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How captive BPO units are likely to ue Lon inf ure | 


MOVE UP THE VALUE CHAIN: 


Newer captives such as JP Morgan and Goldman iia are already 
taking on higher end work like equity research and analytics 


BECOME HYBRIDS: 


Taking on third-party work is an obvious response. But cost structures 
are out of whack; market leader GE is still testing the waters | 





SCALE DOWN AND OUTSOURCE: |. 


Original captives like AmEx are already outsoureing work to seven 
third-party vendors in India and restricting captive pouason to core 
business. HP, too, is Bem to vCustomer - LN | 
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lar kind of work, it is 
bound to raise the eye- 
brows of taxmen, cau- 
tions Roy. "We have dif- 
ferent billing rates for 
different clients, but 
the difference may not 
be substantial. But, to- 
morrow, if your entire 
billing is different, how 
will you confront the 
taxmen," says he. 

Of course, it isn't 
quite the end of the 
road for captive BPOs. On the contrary, 
there is no let-up in the number of cap- 
tive units being set up in the country. In 
fact, the number of captive units, small 
and big, would be more than twice the 
number of active third-party players. 
And the reasons arent too far to see. For 
instance, for banking companies, while 
outsourcing helps to cut costs, giving 
work to a third-party provider is none 
too easy. Like under the Swiss and other 
European country laws, while compa- 
nies can outsource work, their pro- 
cesses should be available for auditing 
at any time. This is easier to control if a 
company has a captive unit — particu- 
larly for critical processes. So a JP Mor- 
gan will never outsource risk manage- 
ment while it may look at outsourcing 
equity research. Also, companies will 


| tend to stick to their core competency 


ratherthan get into third-party workin a 
big way. So, for example, Intel would re- 
tain R&D and other work related to 
knowledge creation and outsource less 
critical and non-core functions. 

But one thing is clear: the traditional 
captive model as we know it today — 
huge capacities and scales of operation 
— is on its way out. The model in vogue 
now is a smaller, leaner and more effi- 
cient ones. Most of the new entrants are 
not expected to build up beyond 1,000 
people (barring exceptions like Accen- 
ture). Besides, even the work that is be- 
ing moved to offshore locations is now 
far more specialised. 

Industry experts say that insurance, 
equity research and analytics, and tech- 
nology support are likely to be the hot 
new verticals. With time, these new BPO 
outfits will end up outsourcing their 
non-critical work to third-party ven- 
dors. History will repeat itself — even in 
the BPO space. an 
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NE way or the other, every digital 
technology company worth its 


room. Specifically, those spots 
taken up by the TV and the music 
system. Technology and entertainment have 
proved pretty good bedfellows and big players 
from both industries want a piece of continu- 
ing action. In fact, some would greatly prefer 
owning the whole converged digital space. 

The result is a whole lot of research and de- 
velopment and products that integrate the 
everyday use of technology, such as using a 
computer to surf the Net, with digital entertain- 
ment-television, video, music and games. 
Technology companies have been looking at 
that single solution, one hub or one control de- 
vice, that'll work for access to living technology. 
Devices like universal remotes, TiVo- style gad- 
gets, special set-top boxes, PCs and home net- 
works are all trying to be that one package that 
will control all the technology products you'll 
use. PC makers, electronics companies, the en- 
tertainment and the wireless communication 
industries are either teaming up or competing 
for the personal digital space. Sos Microsoft. 

Microsoft wants to make sure it's the PC that 
remains the centre of entertainment in the 
home. The idea of the home PC (in multiples), 
now, is that of a digital entertainer. You can do 
all the usual things with it; but now you also get 
music, video and TV. It's just launched the up- 
date to its media centre operating system, Win- 
dows XP Media Centre Edition 2004. What this 
involves is a lot of multimedia-related features 
accessible through a cool remote control. Rip- 
ping CDs, listening to the radio, recording TV 
broadcasts via a built-in tuner, printing pic- 
tures, watching video and playing your DVDs 
will be instantly possible on computers that 
will readily handle these activities. This sort of 
thing takes the PC beyond the geek, workaholic 
or Internet enthusiast to wider usage, and gives 
many devices and the TV set a run for its 
money. When you want the PC to be a good old 





PC turns digital 
entertainer 


salt has been eyeing your living | 





PC again, a button will soon fix that. 

Although work on converged products like 
these have been on for years, consumers 
haven't really been ready for them. Microsoft 
thinks the teenagers will love it — if they could 
afford it. Reminds me ofa father who was com- 
plaining that the only way he could tell his son 
that dinner was ready was to email or SMS from 
the other room because his son would seal 
himself off with a PC that had become his digi- 
tal everything hub. 

Its everybody vision, this converged all-in- 
one personal digital thing. PC makers, many of 
whom Microsoft partners with, have been hard 
at work on the concept too. Hewlett-Packard, 
Gateway, Dell, Toshiba, and even Sony have 
brought out their PCs supporting Microsoft's 
new media centre operating system. And Dell 
actually has an additional alternative to Mi- 
crosoft's operating system; something it calls 
the Dell Media Experience. And no, you can't 
take the operating system and put it on to an 
older computer to turn it into a media centre. 

Apple has a similar concept of its own of 
computer as digital entertainer. They called it 
the Digital Hub although it doesn't seem to be a 
full-fledged equivalent of the media centre PC. 
In India, HCL just launched its media centre PC 
under the Beanstalk brand for around 
Rs 60,000. It's fully loaded with TV tuner, FM ra- 
dio, DVD gear, wireless keyboard and mouse. 

Media centre PCs will have more affordable 
LCD monitors and lots of peripherals and at- 
tachments. Microsoft has also been working on 
wireless technologies that'll take the media 
centre beyond the living room as it works with 
the home network. 

Until now, the PC has been bought by con- 
sumer as an investment for their children's edu- 
cation, for work-at-home or small businesses 
and for using the Internet. Even though it does 
get used as an entertainment device often 
enough, it's still a long way from being the over- 
all digital entertainer that so many companies 
want it to be. But it's getting there. n 
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Barefoot innovators 
are learning to file 
patents and finda 
market for their 
inventions — with a 
wee bit of help. 

by Latha Jishnu 


ROM little known Pikhor in Ju- 

nagadh district and equally un- 

familiar Mota Devaliya village 

in Babra taluka of Amreli, In- 

dian technology has travelled 

to Limpopo province of South 

Africa. Don't believe it? This transfer of 

technology was official and took place 

under the approval of the governments 

of the two countries. The Common- 

wealth Science Council, which facili- 

tated the exchange by taking three inno- 

vators from the backwoods of India to 

South Africa, will vouch for this. It was a 

first-of-its-kind deal, both for the inno- 
vators and for India. 

As for technology, some might tend 

to turn up their noses at it. The 

knowhow was for a well-designed don- 


key cart that would help the farmers of | 


Limpopo step up their operations. The 
scoffers might also carp that it's not re- 
ally 'new technology'; after all, what's 
the difference between one cart and an- 
other, they might ask. Amritbhai Agra- 
vat from Pikhor, who holds a patent for a 
special tilting cart and has earned over 
Rs 80, 000 in licensing fees in the last 
three years, would be able to set the 
sceptics right. 

On the other hand, there are quite a 
few men of science who are deeply im- 
pressed by the technology transfer, 


among them the country's top boffin, | 


R. A. Mashelkar. The director-general of 
the Centre for Scientific and Industrial 
Research (CSIR) says it's unbelievable 














that an informal system of science and 
technology has been able to provide 


| 


technology to South Africa which India's | 


| formal scientific sector has not man- 


aged as yet. 

Formal, informal. Organised, unor- 
ganised. These not-so-happy terms 
separate what is mainstream and easily 
recognisable from the myriad flows that 
are less known and hard to slot. 

These definitions are used for a host 
of functions and sectors, from the way 


the economy functions, to how we look | 
at the labouring classes, and even the | 


way we innovate. It may seem particu- 


larly unfair in the case of innovation. | 


There is the innovation that happens in 


laboratories and higher institutes of | 


learning — the new molecules that are 
discovered, the incredibly fast chips that 
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INNOVATIONS 









Left: (From L to R) Innovators Khimjibhai 
Kanodia and Arvindbhai Patel along with 
Nileshbhai Satasiya, an entrepreneur who 
purchased the sprayers they made. 

Top: The Hand-driven Sprayer 


keep rolling out of computer design fac- 
tories. And then there are the grassroots 
innovations that happen when people 
use traditional knowledge to solve prob- 
lems and to cope with the various 
stresses and challenges around them. 
Ingenious farm tools, age-old remedies 
that are modified and simple technolo- 
gies that transform back-breaking 
labour into high-productivity. 

The two may be worlds apart but 
slowly, ever so slowly, the lines between 
these different realms of innovation 
are blurring. 

Grassroots innovations go largely 
unnoticed and bring no fame and much 
less fortune for their inventors although 
they may dramatically change the lives 
of the people who have access to the 
new tools and systems. “The values 
guiding these solutions also differ from 


| some of the dominant values in the 


modern system. Most innovators gen- 
erously share their knowledge, innova- 
tions and practices whether based on 
local resources, traditional technologies 
and tools, or modern materials or tools,” 
says Anil K. Gupta, professor from the 
Indian Institute of Management- 
Ahmedabad (IIM-A), who has led a 
decade-long crusade to nurture tradi- 
tional knowledge and skills, and work 


Deal | 
about LOW Tech; 


vogue 


out innovative ways to ensure that 
grassroots inventors get some recogni- 
tion and fair returns for their genius. 

Gupta is the vice-chairman of the 
National Innovation Foundation (NIF) 
set up in 2000 by the Department of Sci- 
ence and Technology with a corpus of 
Rs 20 crore. Among its aims, some 
rather lofty, was to build linkages be- 
tween excellence in formal scientific 
systems and informal knowledge sys- 
tems, and create a knowledge network 
that would link the various stakehold- 
ers. But its main aim is to recognise, re- 
spect and reward grassroots innova- 
tions developed by people without any 
outside institutional help. 

In both these goals, NIF is succeed- 
ing through its four Grassroots Innova- 
tion Augmentation Networks (GIANs) 
that act as incubators and help to com- 
mercialise technologies. Last month, it 
struck a major deal: a young Ahmed- 
abad entrepreneur Nileshbhai Satasiya 
paid over Rs 2 lakh as licence fees for 
four farm sprayers that are more effi- 
cient than ordinary sprayers. In addi- 








tion, he will pay a 2.5% royalty to the in- 


novators for a period of five years. 

That's a lot of money to pay as li- 
cence fees, but Satasiya appears to 
know what he's doing. His Star Sales fac- 
tory turns out diamond cutting and pol- 
ishing equipment, and his diversifica- 
tion into agricultural tools is based on 
sound market research. He believes he 
will recoup the investment in Nilgiri In- 
dustries, the company that he's setting 
up at a cost of RS 5 lakh to make the 
sprayers, in about three years. 

"Its good technology that I have 
bought. Wherever I have held demon- 
strations in Amreli, farmers have been 
keen to pick up the sprayers," he says. 

For GIAN, this is a critical success. It 
is the first time that a multiple technol- 
ogy sale has been made to one entrepre- 
neur, although it has sold exclusive mar- 


keting rights for a range of products | 


from tilting bullock carts to natural wa- 


ter coolers over the past four years. Most | 
of these have been for manufacturing | 
and marketing in select districts of Gu- | 


jarat, although an air kick pump was li- 








censed on an all-India basis. 

GIAN’s biggest coup has been the 
marketing of an agricultural foot 
sprayer. An American firm in New Jersey 


| has bought exclusive manufacturing 
| and marketing rights from Parbhat 
| Vaghani, the inventor. Even so, it's the 


Satasiya deal that makes NIF hopeful of 
a more promising future for grassroots 
innovations. This is simply because an 
entrepreneur was willing to pay licence 
fees and royalty even though the de- 
signs were easy to copy. "It indicates, 
among other things, that a new ethic is 
emerging in the market place," believes 
Gupta, whois a passionate advocate ofa 
tight patent regime for the country. 

NIFS intellectual property division, 


| along with GIAN, has filed for three 


dozen patents here and abroad, six of 
them in the US. However, patents by 
themselves will not translate into com- 
mercialisation and it is here that NIF 
finds itself hamstrung. It needs plenty of 
fundsto develop and commercialise the 
ingenuity of barefoot innovators. The 
missing link has been big business. 


om 


SEAGRAM'S 100 PIPERS PURE MUSIC SERIES — THE WHO'S WHO OF ROCK, AVAILABLE IN SELECT OUTLETS: 





“We have been waiting for business 
and technology mentors from among 
the business community who want to 
partner with NIF in this mammoth task 


ofunleashing the country's potentialfor | 


creativity," laments Gupta. However, so 
far, it's only the small entrepreneurs like 
Satasiya who have responded to 
the challenge. 

Mashelkar believes that three ingre- 
dients are vital to keep the innovation 
momentum going: spread, synergy and 
sustainability. The spread is very much 
in evidence. Beginning with about 1,600 
innovations and traditional knowledge 
examples in 2000-2001, NIF has discov- 
ered about 37,000 innovations and tra- 
ditional knowledge examples from over 
350 districts in the country. 

The synergy between the formal and 
informal system, too, is taking shape. 
NIF has established linkages with sev- 
eral premier research and technical in- 
stitutions for promoting grassroots in- 
novations. It has been working closely 
with various institutions like the Indian 
Institutes of Technology to involve stu- 


— 


dentsandthefacultytoworkoninnova- 
tions that have commercial potential. 

More significant is NIF's involve- 
ment in CSIR's programme for the dis- 
covery, development and commerciali- 
| sation of new bioactives and traditional 
preparations. Theideais p 
to identify bioactive @ 
| molecules, which can be 
| commercialised to make 
| newdrugs. 

But the challenge for 
Gupta and his team is to 
incubate these technolo- 
gies to gen- 
erate com- 
mercial value 
| and to help in their diffu- 
sion — these are the lofty 
ideals — to improve pro- 
| ductivity, generate em- 
ployment, overcome 


The Kushal Sprayer: Better 

| than ordinary sprayers, it 
has been licensed out for 
a fee and attracts regular 

| royalty payments 











INNOVATIONS 


poverty and conserve environment. It 
needs plenty of funds to keep alive the 
spirit of innovation in the countryside. 
4 After a long wait, the 
| government, nudged by 
NIF’s persistent demands, 
| has come up with a response. 
Last week, a National Micro 
| Venture and Innovation 
Fund of Rs4 crore for 10 years 
was formally constituted 
with the help of the Small In- 
dustries Development Bank 
of India (Sidbi) along with a 
| grant of Rs 1 crore for meet- 
ing the high transaction 
| costs. This will provide in- 
cubation and venture in- 
vestment for unaided tech- 
nological innovations 
through GIANs. 
Atrickle it is, but it kicks 
off whats undoubtedly 
the most innovative ven- 
ture fund of all. If nothing 
it is an endorsement of 
barefootinnovation. W 
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| in-depth looka at the best st perto rm 





ITH the markets going up 
so rapidly, there are lots of 
investors who would love 
to invest in equities, but 
don't want to do so direct- 
ly. Some of them are sim- 
ply not inclined to do the amount of 
research required for this, while others 
think it is too risky for the lay investor. 
For such investors, mutual funds pro- 
vide a good alternative. But what are the 
best mutual funds to invest in? 

You would have read in the papers 
about the top funds in this bull rally and 
so on, but which funds have been the 
top performers month after month for 
the last three years? And do you know 
which schemes figure among the top 
performers in 5-year returns and in 3- 
year returns, and also in the current bull 
rally? Also, do you know what are the 
top shares that mutual funds 
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becomes relevant when you notice that 
in the same period, the BSE Sensex 
returned 7.596 and the S&P CNX Nifty 
returned 9.3896. This mutual fund cate- 
gory also beat broader markets like the 
BSE 100 (return: 10.9096) and the BSE 
200 (return: 12.35%). Yet the number 
also means there are good performers 
and laggards. We have considered the 
broad category of equity-diversified 
funds and balanced funds that are 
equity-oriented. 

The schemes (See ‘Always On Top’) 
are those which appear most consis- 
tently in the monthly Top 10 lists in 
terms of returns for the last three years. 
Every time a scheme appeared in the 
Top 5, it got 1.5 points and if it appeared 
between 6 and 10, it got 1 point. Ranks 
are based on total points. This ranking 
rewards schemes for being in the Top 5 


saa aut HH ea H err thal rre Aree a opi Pil ree ser a t aA fy Ben TT 


have held most consistently in Top 3 sectors MFs have invested in 


their portfolio for the last three 
years? Well, we decided to find out. 
As a category, at the end of 
September, equity diversified 
funds (80 of them in all) gave an 
annualised five-year return of 
17.24% (all returns in this story 
are annualised except for periods 
less than a year). This number 


o 5 e 


| Data as on 30/09/03 
I Total MF investment: Rs 8,920.33 crore 
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most often. At a basic level, this is what 
most investors want — schemes that 
figure among the top performing 
schemes consistently. Returns based on 
systematic investment plan (SIP) over 
three years and since inception give an 
insight into the schemes track record. A 
Franklin Prima (returns of 18.2596 since 
the end of 1993) and a Reliance Vision 
(giving 21.74% returns since October 
1995) are examples of real returns. 

The risk in investing in equities is 
high. That statement is invariably fol- 
lowed by the addendum that so are the 
chances of high returns. Both state- 
ments are true, but higher risks do not 
mean higher returns. People expect 
higher returns because they want to be 
rewarded for taking higher risk. As if the 
stockmarkets owe them something. 
Sadly, the markets owe you nothing. 

Investing in mutual funds has its 
risks. Let's take a hypothetical 
case. Suppose you invested in a 
equity diversified scheme on 14 
February 2000 at the peak of the 
tech rally, when the Sensex was at 
9924, and sold your units on 21 
September 2001, when the Sensex 
dipped to 2600 points. Which 
mutual fund would have per- 
formed best? And what if you had 
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not invested point-to-point, but had 
gone in for an SIP? In equity diversified 
funds, the top performer would have 
been GIC D’Mat, with a negative return 
of 25.42% (SIP return of -20.82%), next 
Birla MNC with a 28.3% negative return 
(SIP return of -25.09%). And Templeton 
India Growth gave a negative return of 
31.09% (SIP return of -29.85%). 

The Sensex in this period gave a 
negative return of 40.18%. Does that 
mean these are the best funds? They 
performed well during the bad times, 
but how did they handle the good 
times? In other words, how would they 
have performed if you had invested in 
them on 21 September 2001 and sold 
recently on 30 September 2003 (Sensex 
returned 30.44% on an annualised 
basis)? GIC D’Mat returned 24.81% (SIP 
31.37%); Birla MNC returned 31.43% 


(SIP 35.15%) and Templeton India | 


Growth gave 51.17% (SIP 54.78%). 

And who were the top performers 
in this period? Reliance Vision with 
99.28% returns (SIP return of 92.53%), 
followed by Franklin India Prima with 
91.67% (SIP return 78.45%), and finally 
Reliance Growth with 81.73% returns 
(SIP return 81.56%). Are these then the 
kings of good times? 

In the case of equity-oriented bal- 
anced funds, HDFC Prudence was the 
best performer (negative return of 
18.78%) between the tech boom and 
the slump in September 2001, and this 
scheme is also the best performer in its 
category from September 2001 until 
now (September 2003). JM Balanced- 
G was the next best in the slump giving 
a negative rate of 25.93% (SIP basis 
11.86%), but it did not do well in the 


Always on top 


subsequent period giving -0.48% 
returns from 21 September 2001 to 30 
September 2003. In this case, the SIP 
option was much better as that would 
have fetched a rate of 24.04%. 

Fund managers look after your 
investments as well as the investment 
of other investors. Every scheme has a 
stated objective. Franklin India Prima, 
which is the top performer, invests in 
mid-cap and small-cap stocks. HDFC 
Equity, another of the top performers, - 
is a large-cap fund with some mid- 
caps. And a variant from the Franklin 
Templeton stable, Prima Plus, invests 
in both large-caps and mid-caps. 
Reliance Vision is tilted towards mid- 
caps. Reliance Growth's focus is on 
large-caps and HDFC Equity empha- 
sises select scrips. The returns you get 
depend on when you invested in the 


Schemes that have consistently appeared in the top 10 rankings in terms of monthly returns 






Rank Scheme 


EQUITY DIVERSIFIED 


3-year 
return” (%) (%) 


Return since 
launch (%) 


SIP return* . 6-month 


return” (%) 








87.06 


Launch 
date 


Asset size 
(Rs cr) 


*All returns tier. 
than for 6 months 
are annualised. SIP 
returns on basis of 
investment on the 
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scheme and when you got out. 

By looking at the performance of 
mutual funds over different periods, 
what we have done is evaluate their 
ability to consistently perform well in 
their category and beat benchmarks. By 
selecting consistent performers you 
minimise the risk of losing money just 
because you got in at the wrong time. 


By filtering the data on top sector | 


allocations by diversified equity sche- 


mes, we arrived at the Top 3 sectors in | 


which these mutual funds have invest- 
ed (See ‘Top 3 Sectors MFs Have 
invested In'). Are these sectors the hot 
sectors going forward or has much of 
the value already been realised? 
Franklin Prima’s Top 3 sector hold- 


ings are automobiles (23.26%), diversi- | 


fied (12.76%) and chemicals (12.1%). 
Bonanza Exclusive Growth prefers con- 
struction (16.7696) and technology 


| 
x 


(11.0596). Reliance Vision has automo- | 


biles (13.89%) and basic/engineering 
(11.99%). HDFC 200 holds energy 
(19.05%), financial services (15.32%) 
and diversified (12.99%). And Alliance 
Basic Industries holds automobiles 
(31.97%), financial services (30.94%), 


Performers’ profile 
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Ranked in order of average monthly retums 
Schemes ranked on basis of 3-year average retums as on 30/09/03 


i 
i 





84.44 BSE 200 x 
o NK 
| 353.22 CNX Nifty — ` 

ao CT 
LUE OD 
DIOE ^ C NÉ 
rg ge on ee 
AL O M 
ge Sas 
"s ee 
eg < 
ge NAM 
AM" 
DAR 1 = 
M E E ot a = cap — 


and metals & metal products (11.06%). 

In balanced funds, HDFC Prudence 
has financial services and automobiles 
as top sectors. Alliance '95 has technol- 
ogy and financial services. Tata 
Balanced has financial services and 
automobiles as the main sectors. 

A major benefit of equity-diversified 
schemes is diversification. Your risks are 
well spread and not tilted towards a few 
stocks. Every fund manager attempts to 
diversify his or her portfolio keeping in 
mind certain benchmarks. Franklin 
India Prima and Prima Plus have S&P 
CNX Nifty 500 as their benchmark. 
Bonanza Exclusive Growth from Taurus 
has BSE 200. The benchmark of 
Reliance Vision and Growth is BSE 100. 

. Incidentally, heres some more 
interesting data (See 'The Favourite 


| Scrips Of Mutual Funds’). We took the 


portfolio holding of the Top 15 mutual 
funds for the last three years and based 
on the Top 10 shares in that portfolio, 
we arrived at the shares that were held 
most consistently in the Top 10, month 
after month for three years. The list was 
also generated separately for the last six 
months to see what has been happen- 
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ing in the current bull run. What you see 
in the list are shares that figure both in 
the three-year list and the six-month 
list. Interestingly, Tata Motors, ONGC 
and ABB have made their entry in the 
six-month Top 10 while they do not fig- 
ure in the last three-year list. Dr. Reddy's 
Laboratories, Bharat Petroleum and 
Wipro, which figure in the three-year 
list, do not figure in the six-month list. 

By the time you read this, the results 
for the quarter ended 30 September 
would be pouring in, and analysts 
would find meanings in every percent- 
age gain or loss. With transparency, 
increased media focus and faster 
accounting, quarterly results and their 
analysis are regularly dissected. 
However, if you are into long-term 
equity investing, you have to ask your- 
self how important these numbers are. 
Do they suggest a significant shift in the 
way you perceive specific shares? Do 
they change your assessment of a com- 
panys management and strategy? If 
you are a mutual fund investor, how do 
you track corporate performance and 
markets? A simple answer is: you dont; 
what is the fund manager for? That 
smart aleck reply may not be of much 
help, as it will not help you decide on 
when to exit or purchase additional 
units. No fund manager can do that for 
you and, hence, you should not have 
vague expectations from schemes 
based on past performance. It is more 
realistic to base your expectations on an 
assessment of the markets. Also, track 
your portfolio online from time to time 
depending on how active you want to 
be to see how much you make. 

Now just because you have invested 
in mutual funds it does not mean you 
have not invested in shares directly. You 
could be in one of many situations. 
Holding on to shares which have risen 
quite a bit; thinking whether it is the 
right time to redeem, sell or shift some 
of the units to a debt fund. You might 
even be looking for buying options! 

So lets look at the markets. No 
major correction has happened since 
the 300-odd points scare investors got a 
month ago. The rising markets mean 
one thing — all round optimism and an 
expectation that the Sensex will rise fur- 
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ther. The BSE Sensex closed 
at 4855.26 on 15 September 
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to justify these projections. 11 Sate NET "PV | ñ 287.55_ 88.87 | 3,915.00 28.22 67.00 
Of course, to have a high 12 Grasim Industries 715.60 112.34 | 370.00 16.71 324.10 






GDP growth rate next year 
after a bumper performance 
this year might be tough. 
Then foreign institution- 
al investors (FIIs) are pumping money 
as if there is no tomorrow. FII money is 
hot money and it leaves you cold when 
it goes away. According to the RBI web- 
site, the FII limit of 2096 in the State 
Bank of India has been reached. The 
RBI lists the FII limits for companies 
depending on the sector caps and men- 
tions when the limit is about to be 
reached. Moreover, mutual funds have 
been net sellers in September to the 
tune of Rs 290 crore. The percentage of 
cash holdings in the portfolio of equity- 
diversified funds was 6.06% at the end 
of September — similar to what they 
have held for the last six months. 
Interestingly, in end April, when the bull 
rampage started, equity-diversified 


*14/02/2000 


funds sat on 8.95% cash in aggregate. 
This is high compared to the average of 
6-6.5% maintained since January 2003. 

Many people treat equities and 
mutual funds as long-term invest- 
ments. Staying invested for a long time 
is fine. But, at the same time, you 
should spread your portfolio across 
equity diversified funds, balanced 
funds and debt funds. You should also 
balance your assets by moving gains 
from equity diversified funds to bal- 
anced and debt funds, and shift money 
from debt to equity funds when the 
value of equity diversified as a percent- 
age of your total portfolio falls. This will 
let you book profits systematically. 











From the monthly portfolio holding of top 20 equity diversified funds in terms of size, the top 20 scrips in terms of percentage holding 
are taken for last 3 years and also for last 6 months; score is assigned based on the percentage weight the share carries in each port 
folio. Scrips common in list based on 3-year and 6-month data are ranked in order of their percentage weights in the last 6 months as 
on 30/08/03. Share data as on 14/10/03. 


Source: Valueresearchonline.com 


schemes in terms of monthly average 
returns for last five years. And we 
looked at the data for the last three 
years and six months. We have shown 


| those schemes that figured in all three 


lists (See 'MFs For All Seasons). 
Depending on your risk appetite, you 
can look at equity-diversified schemes 
or balanced schemes with an equity 
orientation. This does not mean these 
schemes will give great returns in the 
future too. What the list indicates is they 
have done consistently well in the past 
and that could mean the fund manage- 
ment is relatively superior. We have 
ignored sector funds and other exotic 


| variety of funds in our analysis. 
For this, we looked at the Top 15 | 


There are all kinds of schemes that 
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Insurance is the subject matter of solicitation. 
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MFs for all seasons 


The most consistent performers in the short term, medium term and long term 









VERSIFIED 


` Top 15 schemes a are ranked in terms of HORN average retums for last 6 months, 3 years and 
5 years. Schemes which figure in all the three rankings are listed above. Data as on 30/9/03 
Source: Valueresearchontine.com 


Top performance of specialised schemes 


Data as on 30/9/03 


mutual funds have launched. Each 
equity diversified scheme has its indi- 
vidual objectives and different bench- 
mark indices (See 'Performers' Profile). 
Then there are balanced funds with 
different balances: some tilt towards 
equity, others prefer debt. Then there is 
a tax planning fund category, which 
returned 23.0796 in five years. Tax plan- 
ning schemes are similar to diversified 
funds, but the investments are locked 
in for three years. If you are bullish on a 
particular sector, there are sector 
funds. The top sector funds during the 
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last three years are listed in “Top perfor- 
mance of Specialised Schemes. 

Now to buy a mutual fund, you 
need to look at the net asset value 
(NAV) per unit of the scheme. This is 
calculated by taking the value of all 
assets minus the value of all liabilities 
(other than those to the unit holders), 
and dividing the result (net assets) by 
the number of units. Now when you 
buy units after market hours, they are 
allotted to you based on forward NAV, 
or the next day's NAV, so that investors 
do not use after market information to 
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buy units based on that days NAV. All 
mutual funds set a cut-off time for their 
schemes for this. Recently, there was 
news of some schemes allotting units 
based on the same days NAV. This 
erodes the confidence of the investor. 
The good news is that in recent times, 
the Securities and Exchange Board of 
India (Sebi) and the Association of 
Mutual Funds of India (AMFI) have 
been proactive in curbing such activi- 
ties through stricter audits. 

Most of the schemes today are 
open-ended (462 in all). They allow you 
to trade in units in the secondary mar- 
kets and redeem the units with the 
funds. Redeeming the unit reduces the 
assets or the corpus of the schemes. If 
the redemption size is large, the fund 
manager is forced to sell shares that the 
fund invested in. This might harm exist- 
ing investors. This type of scenario can 
emerge in two situations. One, if there is 
a general tendency among investors to 
book profits by redeeming their units. 
Two, if there are a few investors, who 
own a sizeable holding in a scheme, 
and decide to redeem a big chunk of 
their holdings. Hence, schemes with 
fewer investors are riskier. The informa- 
tion on investor pattern is required to 
be made public on a half-yearly basis in 
a national daily. Funds must come out 
with the data within a month of the 
annual and half-yearly results. This 
month, you can see such information 
based on September data. Sebi has 
been mulling over regulations to ensure 
that mutual fund schemes are not run 
as portfolio management services, 
which basically manage the funds of 
few investors. A prescribed minimum 
number of investors for a scheme could 
be a solution. 

You might have made excellent or 
moderate returns depending on your 
investment patterns even if your logic 
differs from what others use to get sim- 
ilar returns. Being well informed and 
using that information to your advan- 
tage is what is important. But rationa- 
lism, by itself, may not always work. As 
John Maynard Keynes once said: There 
is nothing so disastrous as the pursuit 
of a rational investment policy in an 
irrational world. 
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Forget timing 





Query: Equity markets seem very un- 
stable and | can never figure out 
when to invest. Can a systematic in- 
vestment plan (SIP) help me? For 
how many months or quarters will I 
have to invest? Should | stop some- 
where or should I just carry on until I 
redeem from the fund? Should I book 
profits above the average cost? 
Investing in equity funds can often be a 
tough task. When markets move down- 
wards, is ita good time to invest? Or 
will share prices fall further? When 
markets are high, how can it be de- 
termined if it will continue to reach 
higher levels or will it go down? In a 
volatile market the decision to in- 
. vestor to hold back becomes even 
more difficult. Buy low, sell high, 
which is so easy in theory, is actu- 
ally very difficult in practice. 

A SIP option will solve this 


problem. This investment programme 
allows for small amounts of money to 
be invested at regular intervals. A prede- 
termined amount is automatically 
transferred from an investor's bank ac- 
count and put into the desired mutual 
fund. Investments can be made on a 
monthly or a quarterly basis. 

With a SIB there is no need to worry 
about where markets are headed. At- 


tempts to time the market can be | 


avoided. Whether the market is rising or 


falling, or is plain volatile, the ability to | 


keep investing helps in reducing the av- 
erage cost of investment. So, instead of 
reducing risk by trying to time the mar- 
ket, risk is reduced by investing your 
money in tranches. 

Consider a SIP of Rs 1,000 every 
month in an open-ended equity plan. 
Even under different market conditions, 
the average cost per unit is always lower 
than the average purchase price perunit 


regardless of what the market condi- 


With a SIP in 
place, there is 
no need to 


worry about 


where markets 


are headed 


| monthly 





| 





tions are. This strategy also allows you to 
make regular investments in small 
amounts, as the minimum investment 
is as low as Rs 500. 

While investing in SIPs, doubling the 
investment during 
corrections, especially in full-fledged 


| bear markets, should be considered se- 


riously. Emotionally, this isn't easy. But 
returns will improve hugely when the 
markets bounce back. 

ASIP does not ensure profits or pro- 
tection against a loss in a declining mar- 
ket. But it does smoothen out the mar- 
ket ups and downs and also reduces the 
risk ofinvesting in a volatile market. 

The number of years you should in- 
vest for depends on the amount of 
money you wish to deploy, and the time 
over which this amount will be de- 
ployed. Your decision to exit from the 
scheme will depend on when the mar- 
ket rewards you and that the returns 
meet your investment target. Irrespec- 
tive of the method of investing 
(systematic investment) or one- 
time, you should be prepared for 
an investment horizon of at least 
three to five years. 5 





Dhirendra Kumar is CEO of 

Value Research, which specialises 
in tracking mutual funds. 

Readers can send their queries to 
personalfinance@bworldmail.com. 
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N response to readers’ queries on 

housing loans, this column ex- 

plains the nitty-gritty of taxation of 

housing properties and, in the 

next month's column, some spe- 

cific issues will be explained. Let us 
begin with the term ‘annual value’ It is 
the annual value of your residential 
house (along with any land attached to 
it), which is taxed as ‘income from hous- 
ing property. So if you exclusively use 
your house as a place of work or busi- 
ness, then its annual value is not charge- 
able to income tax. 

Under the Income Tax Act, the an- 
nual value of property consisting of any 
building or land attached is chargeable 
to income tax under 'income from 
housing property. 

Annual value for a house or its part is 
treated as nil in the following cases 
(meaning there is no taxable income on 
that house or a part thereof): 

W if you use your house as a residence; 
Bl You are not living in your house be- 
cause your business or profession is at 
another place. For example, you have a 
house in Mumbai but you are working 
in Delhi and living there in a house not 
owned by you. 

Annual value in the above situations 
is taken as nil if you do not let out your 
house (ora part ofthe house) and do not 
derive monetary benefit from it. In case 
you own more than one house, then you 
can choose the house for which you 
want the annual value to be nil. The sec- 














Home truths - 


ond house will be treated as if the house 
orthe houses (ifthere are more than one 
houses) have been let out and the an- 
nual value is calculated accordingly. 
Fair Market Rent 

The annual value of the house deemed 
to be let out (self-occupied, but whose 
value has not been taken as nil) is equal 
to the ‘fair market rent. It is taken as the 
higher of the following: 

(i) Fair market rent of a similar house. 
(ii) The municipal value (this is the rate- 
able value given in the challan of munic- 
ipal taxes). 

'Fair market rent, however, cannot 
exceed the standard rent according to 
the Rent Control Act. If a house is actu- 
ally let out, the annual value shall be the 
higher of: 

(i) 'Fair market rent' (if the property is 
deemed to be let out), or 
(ii) Actual rent received or receivable. 

If your house was let out only for a 
part ofthe year during the previous year 
and, owing to this vacancy, the actual 
rent received or receivable by the owner 
is less than the ‘fair market rent’; the ac- 
tual rent received or receivable shall be 
taken as the annual value. 

Income from subletting is not tax- 
able as ‘income from house property. 
For instance, Mr X owns a house. He 
rents it to Mr Y at Rs 15,000 per month. 
MrY sublets it to Mr Z fora monthly rent 
of Rs 20,000. The rental income of Mr X 
is taxable under ‘income from house 
property’. Since MrY is not the owner of 
the house, his income from subletting is 
not taxable under ‘income from house 
property’ but is taxable as ei- 
ther business income or as 
income from other sources. 
Rent paid by Mr Y to Mr X 
shall be allowed as deduction 
to MrY. The tax liability is on 
the owner and Section 27 of 
the Income Tax Act deems 
the following to be the own- 
ers even if the house is not in 
their names: 
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(i) Flat owners in a co-operative society, 
etc., even though the flats are not regis- 
tered in their names. 

(ii) Person possessing the house in ac- 
cordance with a sales agreement. 

If MrA enters into an agreement to 
sell his house to Mr B, then Mr B shall be 
deemed as the owner of the house from 
the date he gets the possession of the 
house. Here, the date of registration is 
not important but the date of posses- 
sion in pursuance of the agreement to 
sell is important. There are certain de- 
ductions available against the annual 
value, which reduce the final amount 
chargeable to tax. Let's look at each 
ofthem: 

Municipal Taxes 

Ifa house is deemed to be let out or is ac- 
tually let out, you can deduct the munic- 
ipal taxes actually paid during the previ- 
ous year from the annual value. It may 
be possible that the municipal taxes of 
the last 10 years are paid in the current 
year. So the current year deduction shall 
be allowed for the municipal taxes paid 
for the last 10 years. 

The municipal taxes paid may be 
greater than the annual value. Then the 
difference shall be counted as loss un- 
der ‘income from house property. It can 
be set off against any other income in 
the current year. If this loss can't be set 
off in the current year, then it shall be 
carried forward for eight assessment 
years and in the following years it can be 
setoff against ‘income from house prop- 
erty. No deduction of municipal taxes 
shall be made in case of self-occupied 


Income earned 
from subletting 
a house cannot 


be taxed as 
‘income from 
house property’ 
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property whose annual value has been | a certificate from the lender specifying 


taken as nil. 

Ad Hoc Deduction Of 30% 

After reducing the municipal taxes from 
the annual value, you are allowed a de- 
duction of 30% of the reduced amount 
(annual value — municipal taxes) while 
computing ‘income from house prop- 
erty’. It is only for houses actually let out 
or deemed to be let out and not avail- 
able if municipal taxes actually paid are 
greater than the annual value and, con- 
sequently, there is a loss under ‘income 
from house property. 

interest On Housing Loan 

This is the most important deduction. 
Interest payable on a loan taken for pur- 
chase, construction, repair or recon- 
struction of the house is allowed as de- 
duction while computing ‘income from 
house property’. The deduction is al- 
lowed in case of: 

W Self-occupied property whose 
annual value has been taken as nil; 
Wl Deemed to be let out property; 
W Actually let out property. 

The deduction of interest is al- 
lowed on accrual basis (even if the 
interest has not been actually paid 
but has become payable). It shall 
be allowed even if there is a loss be- 
cause of municipal taxes paid be- 
ing greater than the annual value. 

For a self-occupied house, 


whose annual value is taken as nil, the | 


amount of deduction on interest shall 
not exceed Rs 1.5 lakh if the house is 
purchased or constructed with loan 
taken on or after 1 April 1999 and this 
purchase or construction is completed 
within three years from the end of the fi- 
nancial year in which the loan is taken. 
The Central Board of Direct Taxes says 
that the date of issue of the loan to get 
this benefit should be on 1 April 1999 
or later. 

For loans issued beforel April 1999, 
the deduction was limited to Rs 30,000. 
Thus, if you had taken a house loan in 
1998 and you took a new loan on or after 
l April 1999 to repay the earlier loan, 
then you will be entitled to a deduction 
up to Rs 1.5 lakh on interest on the new 
loan. According to the amendments in 
the Finance Act, 2002, deduction on in- 
terest will be allowed only if you furnish 
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the amount of interest payable to pur- 
chase, or construct the house or convert 
the whole or any part of the loan taken 
which remains to be repaid as a new 
loan. ‘New loan’ is the whole or any part 
ofaloan taken by the assessee after bor- 
rowing capital, for the purpose of repay- 
ing such capital. 

For a house which is or is deemed to 
be let out, then there is no limit of de- 
duction on interest and the amount 
may exceed Rs 1.5 lakh. 

If you are constructing a house or 
you are buying a house in a residential 
complex being built by a builder, the 
house might take a few years to be ready. 
The interest payable on the housing 
loan for the period before the previous 
year in which the house has been pur- 
chased or constructed shall be de- 
ducted in five equal instalments starting 


Joint ownership of a house 
and a joint loan for it will 
allow both the owners to 


avail themselves of a tax 
benefit up to Rs 1.5 lakh 
each for interest payments 


from the previous year when the prop- 
erty is purchased or constructed. This 
deduction of interest is in addition to 
the interest payable in the current year. 

In case of self-occupied property 
with zero annual value, the total deduc- 
tion of interest cannot exceed Rs 30,000, 
or Rs 1.5 lakh, as the case may be. For re- 
payment of the principal amount of the 
loan, the benefit is available as a rebate 
under Section 88 of the I-T Act for repay- 
ments up to Rs 20,000 per annum. 
Implications Of Joint Ownership 
Working couples prefer a joint housing 
loan. If a house is jointly owned and the 
housing loan is also taken jointly, then 
the deduction for interest on housing 
loan can be availed of by all the joint 
holders up to the maximum limit of 
Rs 1.5 lakh, each against their share of 
income from the property. 

Suppose Mr X and Mrs X buy a 
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house jointly and this is the only house 
they own. For buying the house they 
have taken a joint housing loan of Rs 25 
lakh. Interest on the housing loan 
amounts to Rs 3 lakh. 

The income from this house for both 
the husband and the wife shall be nil as 
they have only one house and that is 
self-occupied. Now Mr X and Mrs X can 
both avail a deduction of Rs 1.5 lakh on 
interest on other taxable incomes, but it 
should be ensured that both the hus- 
band and the wife repay the instalments 
to the bank in equal proportions. 

Loss Under ‘House Property’ 

With all the deductions available, you 
can incur loss under ‘income from 
house property’ in case of: 

(i) For a self-occupied house whose an- 
nual value is taken as nil, interest can be 
up to Rs 1.5 lakh. 

(ii) In case of let out or deemed to be let 
out property, there is excess of mu- 
nicipal taxes that is paid over the 
annual value. 

The case holds if you are pay- 
ing municipal taxes due for many 
years in the current year and the 
amount exceeds the rent from the 
let out house. This loss will further 
increase up to the interest payable 
on the housing loan. For example, 
if the rent from the let out property 
is Rs 1 lakh and you have to pay 
Rs 1.6 lakh as municipal taxes, and fur- 
ther the interest payable on the housing 
loan comes to around Rs 3 lakh, then the 
loss under the head ‘income from house 
property’ will then be Rs 3.6 lakh. Then 
the loss under the head ‘house property’ 
in the current year can be set-off against 
any other income including salaries. 

The loss that is not set-off in the 
current years should be carried forward 
to the next assessment year and the 
carry-forward is possible for another 
eight assessment years and in the next 
assessment years, this loss can be set off 
only against the head ‘income from 
house property. 





accountant and a tax expert. Send your 
queries to tax@bworldmail.com. 
General issues from the queries are 
taken up in the column 
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Second quarter shines bright 


for the second quarter of 2003-04 is 

coming out and it is time to see how 
some of the top companies fared. Re- 
liance has beaten market expectations 
and its profits were boosted by robust 
demand and higher margins in its core 
petrochemicals business, thanks to a 
rise in global prices and healthy domes- 
tic demand. The Reliance share has risen 
61% this year while the Sensex has 
gained 44%. IPCLs profits jumped 20% 
on higher production and exports. 


Te report card of Corporate India 


In financial services, HDFC's results | 


Results for the quarter ended 3! 
Income 
(Rs cr) 


Company 





Hero Honda — — M 
Infosys Technologies — — — 


Allahabad Bank AEE 


BSES — 


National Aluminium Company SEERE 


Reliance Industries _ 


HDFC 


Shipping Corporation of India MRD 
HDFC Bank — — — — MERGE 


Jammu &KashmirBank — $ 
Colgate 
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were in line with expectations. Its loans 


to individuals grew by 33%. Allahabad 
Bank's profits increased 110.7% to Rs 76 
crore in Q2 2003 (Rs 36.02 crore net profit 
in Q2 last year). NPAs declined to 5.21% 
and the bank hopes to take the figure be- 
low 5% this year. 

Infosys has revised its revenue guid- 
ance upward to Rs 1,171 crore (Rs 1,181 
crore consolidated) for the next quarter. 
EPS guidance is Rs 45.50-45.60. For the 


year ended March 2004, revenues are 


projected to be Rs. 4,623 crore-4,658 
crore and EPS Rs 178.80-179.30. B 





PAT YoY sales YoY PAT 


growth (%) : 


Pension fund regulator 


VERYBODY who has invested in pension funds will probably breathe a little 
F easier now. After Parliament passed a Bill to form a regulatory body for the 

sector, the Pension Fund Regulatory and Development Authority (PFRDA), 
the government has been going about setting it up with heartening speed. 

The search for the four members who will form the PFRDAS regulatory board, 
which will be responsible for framing the regulations for the industry, is already 
under way. But the finance ministry so far has been tight-lipped about the 
selection process for the senior positions. The PFRDA would be headed by a 
chairman not below the rank of a secretary, and have four members. Two of them 


will be full-time directors. 


The members are likely to be experts on finance and law. Another month- 
and-a-half, and the government will come out with the names. Sources close to 


the process said that the structure will be similar to that of Sebi and Irda. 
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Quarterly Newsletter 


Dear Unit Holder, 


It was only as recently as this April that much of the local financial commentary suggested India could do 
litte right. The economy seemed mired in a disappointingly low growth trajectory. Policymakers appeared jaded 
and the political economy cycle argued against any major reform initiatives in the midst of a busy election 
schedule. The bloom was off the outsourcing story with the tech majors disappointing the marketplace. Systemic. 
problems were countering the positive liquidity effect from record low interest rates. Even such lame topics as 
the fiscal deficit threatened to make a comeback in the public discourse. 
































































































Well, it all looks dramatically different today. There is a rush to ratchet up growth estimates. A new State Bank of india 
investment cycle is evidently at work with the over-investment of the mid-nineties weeded out of the system. The Bharat Heavy Electricals 6.24% 
manufacturing sector is thought to be in particularly healthy shape, with much improved éfficiency rates, high infosys Technologiés 5,3756 
operating leverage and the potentíal to win outsourcing contracts. OH and Natural Gas Corporation 5.1276 

Mood swings are rarely this violent. However, most equity markets across the world have witnessed a Container Corporation of India Miel 
similar change in sentiment. The ‘sweet spot for equities is that period when growth is accelerating and yet central ITC 3-92 9 
banks are far from tightening monetary policy. India, like several other countries, is currently in midst of such a Hero Honda | 3.78% 
period. The strong appreciation pressure on the rupee is adding to the surplus liquidity situation and is the main Ranbaxy Laboratories 3.84% 
reason why long-term interest rates have been so indifferent to the improved prospects for nominal GDP growth SAIL 3.55% 
in India. 10 Hindustan Lever pe % 

ironically, while such a heady environment is great for equity returns in absolute terms, the task " s Industries id 
of stock selection becomes more challenging. With buy ideas coming out of every nook and corner, it takes very 13 Tata Mot 2 83% 
strong discipline to stick with a core strategy. The temptation is to chase performance and let the |13 Pas S n a 25 
guard down against fanciful thinking. Experience has shown us that nothing corrupts the mind more 1 Dre cee rt 
fhan a bull market. 18 Wipro" 2 009 

it is our effort then to remain focused on buying companies with sound business models that might benefit 147 Giaxosmithkline Pharmaceuticals 1 80% 
from an upturn in the underlying economic sentiment but have staying power beyond one short cycle. We are 18 Asian Paints B 1.70% 
more cautious than usual of adding any new stocks to the portfolio, mindful of the fact that the improved prospects | 19 Cipla 1.8955 
reported for many companies may be more perception, related to improved sentiment, than reality. Analysis and 20 ABB 1875, 
rigor often tend to become casualties in a bull market. 21 Gujarat Ambuja Cement 1.565; 

We do expect a period of calm and consolidation to materialize soon on the marketplace. Our attempt 122 HDEC Bank" 1.5896 
currently is to clean out any short-term excesses in the portfolio that might have arisen because of the dizzying | 23 Punjab National Bank 1 4496 
run. Beyond that, the long-term objective remains to identify companies offering sustainable growth prospects at 124 MTNL” 14296 
some value to the shareholder, 25 Nestle India 1329, 

26 Colgate Palmolive 1.286 
Spies 127 Dr. Reddy's Laboratories 1.2236 
idi | 28 Neyveli Lignite Corporation 1.20% 
MSGF NAV Performance v/s benchmark Indices (as of September 30, 2003) | d "elici ass à en 
Period — ooe 00x tp wensex | - 131 Glaxosmithkline Consumer Healthcare 1.1396 
Retums during the year [ (+) (-)] 59.29% | 48.87% | 57.04% NA Med 
. Returns during the half year [ (+) (-) ] 55.27% 46.07% 54.2394 34 IDBi i 04% 
Compounded Annualised Growth Rate 135 ACC 0.90% 
(i) Last 3 years 11.72% 2.87% 3.70% 36 Chennai Petroleum Corporation 0.89% 
(ii) Last 5 years 16.97% 7.50% 10.90% 37 Dabur GBAH 
(i) Since the launch of the scheme (1st January 1994) 8.17% 2.03% 2.89% 38 Siemens 07536 
Past performance is no indication of future performance and may not necessarily provide basis for comparison io uM x xh. 
with other investments. All returns except for half year and 1 year are compounded annualised returns. 4i Cash and Other ? 53% 
Performance of the fund has been calculated based on the assumption that all dividends during Total Net Assets 100.0094 






the period have been reinvested in the scheme at the then prevailing NAV. 
MSGF NAV as of September 30, 2003 is Rs. 17.84 per unit 


ame of utual Fund - Morgan Stanley Mutual Fund 
ame o Scheme - Morgan Stanley Growth Fund 


| ive - Morgan Stanley Growth Fund is a closed end Fund with long- 
term capital appreciation as its investment objective. The Scheme will seek to achieve 


[t includes Local Shares and ADR's 








Registrars to the Fund : Karvy Consultants Limited 
Unit: Morgan Stanley Growth Fund, 21, Avenue 4, Street No. 1. 








————— 


Risk Factors - All investments in Mutual Funds and securities are subject to market 


this objective through investment, primarily in equity and equity-related securities of 


indian companies. 
| NAV per unit 


Dividend History 
Record Date Date of Dividend per unit 
Declaration 
July 09, 1999 | June 23, 1999 Rs. 0.75 June 25,1999 | Rs. 12.83 
April 29, 2000 | April 18, 2000 Rs. 0.75 April 20, 2000 | Rs. 16.60 
June 11,2001 | June 04, 2001 June06,2001| Rs. 10.72 
We wish to remind you that MSGF has paid 3 dividends of Rs. 0.75 per unit on 24.07.1999, 
Rs. 0.75 on 19.05.2000 and Re. 1.00 on 02.07.2001, 


Unit holders who have either not received or encashed their dividend warrants are 
requested to forward a duly signed written request to Karvy Consultants Ltd., at the 
address mentioned herein, indicating the details of their investment in the fund. 


NAV as of 



















Visit us at 


ww msefindiLcom 





fortune 1760 


and other risks and the NAV of units issued under the Scherne can go up or down 
depending on the factors and forces affecting the securities market. There can be no 
assurance that the objectives of the Scheme of the fund will be achieved. The name of 
the Scheme does not indicate the quality of the Schere, its future prospects or returns. 
Please read the Offer Document before investing. 
The past performance of the Mutual Funds managed by the Sponsors and their 
affiliates/associates is not necessarily indicative of the future performance of the 
Scheme. Investors in the Scheme are not being offered a guaranteed or assured rate 
of return. The liquidity and valuation of the Scheme's investments due to its holdings 
of unlisted securities may be affected if they have to be sold prior to their target date 
of divestment. 

Details - Morgan Staniey Mutual Fund has been set up as a Trust by 
Morgan Stanley (liability restricted to the seed corpus contributed). The Board of 
Trustees of Morgan Staniey Mutual Fund have appointed Morgan Stanley Investment 
Management Private Limited as the asset management company. 


Forbes Building, Charanjit Hai Marg, Mumbai 400 001 
Tet: 022 - 2209 6600 
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AE — Beda a eel cote ei eau 
| 5,000 BSE Sensex 4887.32. | 5.900 Gold 
» amt 9,850 (in Rs/10 gm) 
i } : 5,800 
| | I 1 5,750 
j ; 5.700 
| | 18.650 
| 5.600 
| 5,550 
Í 5,500 
a | | 5450 
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BS Indices (30-day change) Sector Indices (30-day changel 





lidices Closing figures 


Dow Jones | 9803.05 










BSE 500 1882.16 1606.17 





BSE 200 616.26 BSE HC 2093.82 FTSE 100 ` 4339.10 
BSE 100 2486.22 BSE TECK 1040.57 Nikkel-225 11025.15 
S&P CNX 500 1226.90 BSE PSU 3083.13 1748.96 
CNX Midcap 200 — 1355.50 BANKEX | 2416.35. KLSE Composite — 784.12 





Closing figures as on 16 October 2003 Closing Aresa as on 16 October 2003 Closing esas as on 16 October 2003 


Shares With Low P-E Ratios 


m Price Rs Np, 


Shares With High P-E Ratios 





n P-E ratio ‘Change - 52- week {Rs} 


SSI | 151/54 
Whirlpool .. 29/14 
EIH 265/154 | 
SAIL 61/6 
Zee Telefilms 139/60 
Gillette India 560/260 
Titan Industries 101/50 © 
NIIT 196/93 — 
Kotak Mahindra 393/127 
Lupin 592/90 
Mukta Arts 93/42 
Bombay Dyeing 114/41 
Punjab Tractors 237/108 
Tata Motors — 389/132 

















| 30-day ir inl 


Closing figures as on 15 October 2003. P- E hès been calculated on the basis of the earnings of the last 4 quarters. Shares are from BSE A Group 


Shares With High P-BV Ratios Shares With SON P-BV Ratios 









High/Low 
| 28/13 
618/456 
Godrej Consumer | 154/94 
Hindustan Lever o 200/135 
infosys | 873/2 420 
Ranbaxy Labs  1,075/485 
Wipro 1,761/791 
Matrix Labs 948/119 
Hero Honda 347/180 


Sharat Forge — 8 
Closing figures as on 15 October 2003 





Closing figures as on 15 October 2003 


BUSINESSWORLD 86 27 OCTOBER 2003 


se (Rer P-BV ratio l Change t i i| 52-week (Rs) 





Personal finance 
Mutual Funds 


Tr ou ee MF ACTION IN SEPTEMBER 


Gmonths  iyear 2years 3years SIP (Rs crore) 





Schente 





EQUITY: DIVERSIFIED 





Franklin India Prima D 
Reliance Vision | Bhargt t Petroleum 
HDFC Top 200 k Larsen & Toubro 






: Grasim industries 
| Ashok Leyland 


DSPML Opportunities mE Bank Of India 


Prudential ICICI Power i | " 
HDFC Equity 

















Templeton India Growth - u 
Franklin India Bluechip mE i iaman Petrochemicals ual 
ng possis NR - omput ter en 
UTI Master Growth Ea | ue | 
Franklin India Prime Plus. ee Miu | | m Mahindra &! a ste iei 
As on 14 October 2003 | ix 
on ober 2 3 | Mphasis 8 FL 
BALANCED: aria dici dl | Hero Honde Motors 
HDFC Pru dence | Gujarat Narmada Valley Fert. 
aa - a" | indo Rama Synthetics 
: enti m Bala cod | HCL infosystems 
> B | E-Serve International 
Tata Be Jindal Steet & Power. 
Alliance. 95 | u 
Canganga D , TOP 20 SHARES SOLD 
Sun F&C Balanced - | Hindustan Petroleum 
FT india Balanced _ x "c g 
HDFC Balanced Fund , HCL Technologies 
GIC Balanced ¿ | HDFC Bank 
opciones seas a cal oc A NEUTRO REA pips s d bree 20S | infosys Technologies 
| indian Oll Corpn. 
DEBT: MEDIUM-TERM posce 
POPE PR | National Aluminium 
Templeton Income Build | Jindal tron & Steel Co. 
HDFC income Fund mE | Siemens 
Sundaram Bond Saver. | Maruti Udyog 
DSPML Bond Retail | ABB | 
Grindlays Super Saver | | Century Textiles & Inds. 
Biria Income Plus | Bongaigaon Refinery 
dash SNR Interest. x G € Lab 
USERS | Polaris Software Lab 
PRSS Poem nct | Hughes Software Systems 
des ioco E | ACC 
Templeton India Income = | = ank of Baroda 
Magnum Income E acta ee ate S | Oriental Bank Of Commerce 
Rate of returns are in % and annual figures, except for the 6-month rates, which are absolute, In | S e 
each category, schemes with the largest corpus (and not having any single investor with more — | The Top 20 listings above are based on data 


than 25% of the holding) are ranked in order of 1-year return. SIP (Systematic Investment Plan); | 9^ all open-ended mutual funds except UTI 
Returns on Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months. | Source: Value Research India 
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The advertising gurus are coming to Adasia, Jaipur this year. Piyush Pandey, Rick Bendel, Santosh Desai, Stefano Hatfield, 
The Pink City will play host to the best brains in the business as Tim Lindsay, Trevor Beattie and a whole array of management and 
they speak their minds for you, courtesy the Aditya Birla Group. marketing legends are all going to be there. Make sure you too are 


David Droga, lan Batey, Irwin Gotlieb, Jeff Goodby, Marcello Serpa, there between 10th and 14th November this year. 
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Vien ac Pieter mm a tk mara pe ee Jes Ad mA Poe 6 itn AS MONON Cl ret ute Mae ANT Nine re eoe meae teh BAS UMS 


ngage Soa deat ON 


—————— EORR 








PEUT Faen iai 





Co-sponsor 


/) VIDEOCON 


Technology for Health and Pleasure 






For complete event details, visit www.adasia2003.org 


or call Bipin on (022) 23894091 or (022) 23813034, 







or mail adasia2003@vsni.net 





nasus corre arin aps ARAN Hsieh HAAG 









Bank Fixed d Deposits 


46-60 days — Gl90das 











nec Bank 5.00 
State B Bank k of Pati 5.00 
HDFC Bz 4.50 
ICICI Bank 3.75 
State Bank of india 5.00 
Kotak Mahindra Bank 4. 75 
Corporation Bank 4.50 
Canara Bank |. 4,00 
Punjab National Bank 4.50 





Figures are interest rates per ann 


Company — 


Company 


RATING CATEGORY - AAA OR EDUIVARENT 








91-179 days i 










Personal finance 


GM-l year 1.2 years 2.3 years 3-5 years 
5.50 _ 
5.50 
5.25 
5. 25 
5.25 
5.20 - 

500. 
5. 00 


Berger Paints _ 


iyear 2 years 3 years ; M 
Bajaj Auto Finance 7.0 7.50 Gruh Finance MAA+ (MAA-) 
Cholamandalam Invest, & Finance Co. Dhandapani Fin. FA+ 
HUDCO Lakshmi General FAA+ (FAA) 
HDFC Finance | 
ata Tata Tech. AA 
RATING CATEGORY - AA OR EQUIVALENT Securities Trad- | U MAAA 
EJH ing E of india dor 


Ashok Le ytand P : 
PNE Housing Finance — — — — 





M: monthly; Q: quarterly; H: half-yearly; Y: yearly; C: cumulative 


Delhi Rental and Capital Values 


A higher demand is largely focussed on new builder apartments in areas 
like Anand Lok and Golf Links. Demand from end users has resulted in low 


— of ikd stock, wien caused capitat values t to 1m up slightly. 


West! End, Vasant Vihar 
Panchsheel Park, Def.Col. | 
saji 2,000-2,500 
= 2,000 
2,000-2,500 
2,200-3,000 
1,400-1,800 

















Source: Client Associates 


1,400-2,000 





FD; Fixed Deposits; MTD: edium-term debt 
ICRA: A1 +: Highest Safety, MAAA: Highest Safety, 
MAA: High Safety CRISIL: FAA & AA: High Safety, 
FAAA: Highest safety, FA: Adequate Safety 

+/- Indicates comparative in a category 


Mumbai Rental and Capital Values 


Due to development in suburbs like Khar and Santacruz, supply is grow- 
ing faster than demand. So rentals in these areas may fall 5-10% in the 
6- 9 months except for prime complexes: Markets are very stable now. 


_ Renta i m 4 d 


| Capital — 
sisa. ft) 






Cuffe Parade, Colaba 
Malabar Hill, Breach Candy 
Worli, Mumbai Central 
Bandra, Juhu 

Powai 

Andheri 


*The rates given abovea are e of 1800- 2500 sq.ft, apartments *except Mayur Vihar 
that are 1200-1800 sq.ft. 





Source: Cushman & Wakefield 


Your Insurance 


Health siSurance 





` No claim Hospitals Coverage yr for med. Family 











(30) (40 (50 (60) 

1,415 1,539 | 2,202 | 2,507 | 
1,518 1,685 2,436 | 2,943 | 2, 
1,308 1,308 2,463 NA. 
674 1,674 2,431 | 2,431. 
















] bonus covered days** exam. [years] discount 





Aaa uw nan wana Sutariya lane ln Le SS a ie ONE SORE 


“if ane «Rs 10, 000 pr m. n. max: cover: | Rs 5 lakh **Post-  hospiialsation ***inciusive obse service 2 tax 46095 of cover or Rs 5 lakh e is lower. Source. Client Associates 
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Work Space. 


Courtesy Windsor. 





Welcome to Windsor. Located next to the offices of ICICI, 







National Stock Exchange, Citibank, IL&FS and Wockhardt at 









the Bandra-Kurla Complex, a bustling commercial hub in 







Mumbai. Built in accordance with the modern wisdom that 


spaces creatively dealt with are the key to bolstering efficiency. 









WINDSOR 


For details, contact 2649 8262 / 2605 9500 
or visit us at www.emgeen.com 


Windsor spaces will be ready for fitouts from December 2003 


Grand triple-height entrance lobby e 8 Mitsubishi elevators » Offices of 6000 - 45,000 sq. ft. per floor » Floor-to-floor height of 4.2 mts. 
Swanky business centre with state-of-the-art amenities » Fully-equipped clubhouse - Scenic landscaped gardens » ATM counters » Adequate car parking 


R RAHEJA 
PROPERTIES 






equus red celLos7 





Personal finance 


Maximum age 


Maximum age Minimum sum DR LIFE COVER OF RS 10 LAKH 
of entry i 


Temmes possible at expiry iaat Pichjai pushed án yes] 
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8,790 
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N.A. N.A. 





PP 
Hehe eleme ihre a E tet t DNI 2 E hh ra uy 


6,645 | 11,204 


ü 
Ë 





4 š 
È 


š des Saeco nen tn carte ate —————— eR hg Aa eases ere pep meme en ee 


Ideas darà na ae 99 PS 19 Oaks rt m op ms a A A MRSA he Aee a Ea Alga OMS RT A am dee enel 


NOTES: 1. Any critical illness detected after the policy has been taken will not have any impact on premium to be paid Source: Client Associates 
2. Free look period is of 15 days for all policies as per the Irda regulations *Cover is for a five-year period 


Your Borrowings 


Credit Cards 



















Rs 75 or 2.5%#+2.95% int. 
Rs 100 or 2.5% # + 2.95% int. 


Rs 80 or 2.5%# +8% surcharge 
Rs 150 or 2.5%# + 2.65% *int. 


nasya rra pe mora rai a ak A MAID yt SR m Pn PL eme ma ipm Yo MER ama elimi A S mi ihe 


Rs 100 or 2.5%# +2.95% int. — 
_Rs 75 or 2.5%# +8% surcharge 
_Rs 150 or 2.5%# + 2.65%" int, 
Rs 75 or 2.25%# + 2.95% int. 


cae Ion ne gen Nr SOS nn oN nee an tsa AW NE IHE E — a Aot m a tn t Bo IP p et n POR Ip i nep 


Source: Apnaloan.com 


On part prepayment: Nil. 2% charge on transferto — 
another financier 

















On part prepayment: Nil. 2% charge on transferto — 
another financier ` 


On part prepayment: Nil. On foreclosure 2% on out- - 
standing balance and amounts prepaid in last 1 year 


On part prepayment: Nil. 2% charges on foreclosure 
of loan ` 


On part prepayment: Nil. 2% charges on transfer to 
another financier - 


On part prepayment: Nil. On foreclosure 2% on out- - 
standing balance and amounts prepaid in last 1 year 


On part prepayment: Nil. 1% charges on foreclosure 





n 


**EMI per lakh for 10 year loan — sStatutory & legal charges Rs 2,400 p.a 


Disclaimer: Every effort has been made to ensure the accuracy of ali the information in this section. The advice provided in this section is intended to help you understand 
the general issues. However, the reader is advised to consult a financial, tax or legal professional before taking any significant investment decision. 


Banks, insurance Companies & others can send their date to personalfinance@bworldmall.com 
Source: Apnaloan.com 
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8 customer communication with 8 yrs. exp. 


with 10 yrs. exp. 


S xp. in Industrial Sales 


yrs. exp. i 
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Upasana A dvsntage. 






R. Ravisankar 
CEO, International Operations 


and Technology, i-flex 
Solutions 


I HAVE always been fascinated and 
inspired by stories of people who take 
on amazing challenges and emerge 
victorious. That's why I picked up 
Natan Sharansky's FEAR NO EVIL. It 
is the true story of Sharansky's strug- 
gle as a Soviet dissident and his tri- 
umph over the KGB's efforts to break 
his spirit. Iam also reading THE 
CONSTANT GARDENER by John Le 
Carre. I have read all of Le Carre's 
books, each one at least three times. I 
cant say yet if this one is as good as 
his complex spy stories. 
Iamanimpulsive buyer. I pick up 
books from pavement stalls, the Web 


and airport bookstores. And I usually 
read them in the bathroom. * 
ALERT 
Pakistan At The Crossroads 
Edited by Vice Admiral K.K. Nayyar 
(Rupa) 


IT is not often that In- 
dian writers on Pak- 
Lem. Istan's political and 
military pursuits are 
L able to overcome the 
Ç limitations imposed by 
nationalist prisms. 
This is a balanced compilation of 
insights into Pakistan with what 
appears to be an empirically up- 
dated perspective. It has impor- 
tant documents pertaining to In- 
dia's standoff with Pakistan, 
including the recently released 
missives between Indira Gandhi, 
Richard Nixon and Yahya Khan. E 








AUTHORSPEAK/AMIR HARTMAN 


When Firms 


EW books exist on tough times 
and how to deal with them. 


focussed on the strategies and 
the kinds of culture a business 
needs to do well. They have 
largely skipped over the topic of how to 
cope with business reversals. As long as 
the economy prospered, no one cared 





to write about — or read about — the | 


morbid subject of business reversals. 
That has all changed now. 
With the advent of a turbulent econ- 


omy, with the increasing realisation | 


that business resembles a roller coaster 
more than a rocket ship, with more and 
more companies plummeting from 
their peaks, a new, painful fact of life in 
business has become clear: companies 
no longer can assume a steadily 
upward pattern of growth. Invariably 
companies are going to get into trouble 
from time to time, enough trouble for 
the ups and downs to become a consis- 
tent pattern. 

Accordingly books on business 
subjects must deal honestly and realis- 
tically with these reversals and offer 
some practical ways to overcome these 
setbacks. That is precisely what Ruthless 
Execution does. 

I define hitting the wall as a rude 
awakening that occurs when a compa- 
ny has enjoyed consistent high-level 
performance, but comes up against 
some new factor: a downward turn in 
the economy, a lack of product innova- 
tion, growth that occurs too rapidly, a 
missed market opportunity, or as is 
most often the case, ineffective 
execution. Because of that 
new factor, the company 
cannot sustain profitable 
growth for a significant "T 
period of time, at least for 
two years. It is typically 
rude since most business 
leaders don't see it com- 
ing, and it is often preced- 
ed by strong performance. 

If anyone doubted that 


BUSINESSWORLD 94 27 OCTOBER 2003 


Authors of business books have | 











rui 
EXEC 





reversals have become more and more 
a business norm, the fact is that 257 
public companies, with a total of $258 
billion in assets, declared bankruptcy in 
2001, eclipsing the 2000 record of 176 
companies with $95 billion in assets. By 
May 2002, another 67 companies had 
gone bust, among them Fortune 500 
enterprises for which failure had always 
seemed out of the question. In earlier 
days, business leaders had fewer wor- 


_ ries. Their jobs were simpler. They faced 


less pressure, requiring fewer and easi- 
er decisions. Because there was less 
pressure to succeed, there was con- 
comitantly less dishonour and embar- 
rassment over failing. 

Certainly, major corporations had 
their ups and downs in the past; some 
even went through distressing bank- 
ruptcies and fatal collapses. Yet, that 
gentler period was witness to a more 
consistent flow of business. Businesses 
did not achieve, as some do today, 
hyper-growth rates of 3096 or 4096, or 
even 50% a year, but neither did they 
fall flat on their faces overnight, as has 
happened all too frequently in the past 
year or two as company after company 
has watched helplessly as huge inven- 
tories languished on shelves and mas- 
sive debts mounted. 

To survive in this go-go environ- 
ment, reflected most visibly by the In- 
ternet business bubble ofthe late 1990s, 
executives were led to believe that play- 
ing the growth game vigorously would 
lead to unconditional success. They 
were in for a rude awakening and paid a 

heavy price. 





RUTHLESS 
EXECUTION 

What Business 
Leaders Do When 
Their Companies Hit 
The Wall 


Niece 


UTION 


By Amir llariman 
FI/Prentice Hall 





A business reversal may come sud- 
denly, as it did for John Chambers 
Cisco Systems in the winter of 2000- 


2001; or gradually, as it did at General. 


Electric (GE) in the late 1970s and early 
1980s, and at IBM throughout the 
1980s. During the early 1980s, a few at 
GE other than the new CEO, Jack Welch, 
acknowledged that GE was heading for 
the shoals. Though many in a company 
prefer to deny its existence, the rude 
awakening shouldnt be hard to miss: 
First, sales are flat or start declining; 
soon leadership starts cutting so that 
operating margins dont take a hit; 
eventually Wall Street picks up on the 
theme; then comes a drop in the stock 
price; that dismay quickly infects 
employees and cus- 
tomers who may both 
display a lack of confi- 
dence in the company. 
Whether the rude awak- 
ening occurs abruptly or 
slowly the company 
begins to drift. 

In early 2000, watch- 
ing companies struggle 
with the collapse of the 
‘New Economy’ and the 
ensuing economic downturn, I became 
quite interested in uncovering the 
ingredients that leaders those who 
overcame these struggles shared. That 
became the thrust of three years of 
research, which eventually made it 
clear that the notion of ruthless execu- 
tion could serve well as a powerful and 
overarching framework for guiding 
business leaders through the reversals 
that inevitably and frequently occur. 

The research examined companies 
that had at one time or another suffered 
setbacks. The goal was to discover what 
practices these companies employed 
that helped them break through the 
wall. The means was to study a diverse 
set of industries and companies, large 
and small, using surveys, company 
documents, research reports, publicly 
available financial data (10-Ks), and 


it The Wall 


A leading global authority on corporate 
and technology transformations, AMIR 
HARTMAN is the founder and managing 
director of Mainstay Partners, which pro- 
vides strategic services to business lead- 
ers in such companies as HP, Honeywell, 
Oracle, and Office Depot. Hartman is on 
the faculty at Berkeley's Haas School of 
Business and was a senior fellow at the 
Harvard Business School Interactive. He is 
the best-selling author of Net Ready and 
The Search for Digital Excellence. 





where possible, interviews with key 
business leaders. At times, I served as a 
consultant to these companies, 
enabling me to build case studies of 
these enterprises. 

One key discovery gleaned from the 
research is that in times of uncertainty 
— and there is no more uncertain time 
than a business reversal — business 
leaders who have succeeded in break- 
ing through various walls have outper- 
formed their peer groups with respect 


to relative marketshare growth and | 


stock price performance. 


To be clear, this book is not about | 


fixing companies that are in crisis. 
Crises such as fraud or bankruptcy 
often require a  slash-and-burn 


approach and intense media manage- 
ment. This book is about getting stalled 
companies performing again. 

Companies are going to get into 
trouble for all sorts of reasons, scandal 
being just one of them. The plain truth 
is that most large corporations — over 
9096 of all public companies — suffer 
rude awakenings from time to time; 
indeed setbacks happen to these large 
enterprises frequently. Large, estab- 
lished companies can become compla- 
cent; they may become too bureaucrat- 
ic to innovate; innovative enterprises 
may favour hyper-growth at the 
expense of discipline and rigour. 

When companies find themselves 
stagnating, it becomes time for their 
leaders to engage in ruthless execution. 

What is meant by ruthless execu- 
tion? It means the way leaders and their 
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| teams behave, or in other words, the 


strategies they must adopt to break 
through the wall. 


| Ruthless Execution 


The strategies of ruthless execution are 
framed in three distinct categories that 
are already part and parcel of every 
executives daily life: leadership, 
governance and critical capabilities. 
Within each of these categories, a 
number of practices will be elaborated 
on throughout the book. There is no 
suggestion that engaging successfully 
in any one of these strategies automati- 
cally allows you to break through a wall. 
The idea is to point out the common 
ingredients (or practices) that business 
leaders who have figured 
out how to break 
through the wall share. 

It is possible to say, 
however, that business 
leaders who have suc- 
cessfully broken through 
the wall follow a logical 
sequence that roughly 
follows the order of this 
book. The very first step 
that a business leader 
should take in seeking to escape from a 
business setback is to recalibrate his or 
her strategies. I define strategic recali- 
bration as the act of validating the 
direction and focus a company is going 
to take. In doing so, the company 
should identify and focus on key battle- 
fields and realign its resources so that it 
is more effectively balancing between 
performance-oriented and growth-ori- 
ented efforts. 

Those who engage in strategic recal- 
ibration must rearrange their portfolios 
of business initiatives; they must assess 
how they are allocating resources to 
various initiatives; they must set a 
course for the direction that their com- 
panies should take. At this stage, these 
leaders operate within the leadership 
framework as they decide what it is they 
must recalibrate. 3 
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 """IRELESS in local loop (WLL) has 
. Spread across India like wildfire. The 
Telecom Regulatory Authority (Trai) 
had fixed matters so that calls across 
— W  W wired phones were cheaper than 
M across cellular ir ptione WI. made it possible to make calls 
on cellphones atthe prices applicable to fixed phones. 
- Why did it do so? Because the Department of Tele- 
mmunications (DoT) issued licences for WLL service 
lyi 0 wired phone operators and, thus, defined WLL as 
equivalent to a wired service. It doesn't sound very logical; 
- why did the DoT indulge in such a legerdemain? No ra- 
~ tional answer has ever been offered; hence the wide- 
¿o spread impression that there was a bargain between the 
wired phone operators and the 
then telecom minister. Nosuch ` 
. misgivings have arisen around 
-- vs. his successor, Arun Shourie. 
(00s s But the fact that he refused to 
` show the relevant files to liti- 
gants confirmed the impres- 
sion that the award of WLL li- 
-. cencesinvolved impropriety. 
oo The Telecom Disputes Set- 
~ tlement and Appellate Tri- 
-bunal (TDSAT) was split in its 
ae fiiere o on 1 this issue. But 
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fthe furti ir irr iis sion hof wired ind operators into 
[ ile € eroe s engineered H the previous telecom 












to a a Group of Ministers ; (GoM), who Would share the re- 
sponsibility for any decision. The GoM could have de- 
cided to abide by TDSAT's judgement or appeal against it. 
Tn the event, it resolved to do the first. The government 
us had leaned i in favour of wired phone operators in giving 

out the WLL licences; but it did not want its bias to show in 
: ; hlatani a manner as to protest against TDSAT's judge- 
it. That judgement had been given after the Supreme 
r overturned TDSAT’s previous judgement, which 























If something that is techno- 
logically easy is prohibited 
by law, that prohibition 
will almost Surely be flouted 





favoured the wired telephone operators, ‘and asked it to 
be more fair. An appeal to the apex court may have failed 
inthe circumstances. Thec diem of: success d dep no 













was ina Bury to make WLI Llic ic 
judgement, its inaction is sge e: tin r 


weight their Canas of success in ath 
decision of the Supreme Onart, Itco 
without Bane inconsistent. So, the li like ly returns onfur- ` 
ther litigation look meagre. —— | 
This must lead to some dejection among the wired - 
phone operutos: even if former 







t e decision to give 

it V icences fairly and 
squarely. If he did not, they, too, 
must feel betrayed. Of course, 
politicians are exempt from 
keeping promises. But even so, 
some heartburn among the ag- ` 
grieved parties is inevitable. ' 
Such is the impasse into 
which the government has led 
the wired telephone operators. 
Quite apart from the rights and 
wrongs of the case, WLL serv- 
ice is technologically indistin- 
guishable from any other kind 
of cellular service. In a seam- 
less network, any phone canbe 
used to call anyone in the net- 
work, It is not technically possible to crip le a WLL tele- 





` phone's capacity to call outside the SDCA; the prohibition 
can only be a legal one. And ifthe law prohibits something ` 
that is technologically easy, it will be flouted. The TDSAT's 
judgement may be fair. But it wastes the investment wired ` 
telephone operators have madein theWLL service; and it M ws 


is difficult to enforce. It cannot be the final solution. I 
A way forward would be to impose a penalty on the ` 


parties to the flawed decision and move on. Here, too, ES 
- politicians are immune; the only punishable parties are 


the wired phone operators. And what might the punish- 
ment be? One possible solution would be to auction their 
WLL licences — on the understanding that they would 
become fully comparable to cellphone licences — and to 
distribute the proceeds among the cellphone operators in 
proportion to their investment. The present holders of 
WLL licences may buy back the licences in the auction — 
their choice. A painful choice; but surely they1 must see 
that their present status is unenviable and untenable. E 
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Test The Waters 


—) Kudos to all the small pharma 
companies which are preparing in 
full swing to survive in the post- 
patent era. Constantly adapting to 
the changing times and 
circumstances, and looking beyond 
the obvious should be their preferred 
survival kit. Their enthusiasm and courage to meet 
challenges head on, and their determination to prove the 

doomsayers wrong has inspired quite a few to follow suit. But then 
what about all the companies which have not reengineered themselves 
to meet the challenges ahead? How will they survive in the time to 
come? Perhaps they should take a cue from these companies. 

Amit Kumar Dey, Pune 
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HAIL REFORMS 

It is hardly appropriate to brand 
liberalisation as anti-Constitutional 
(‘The Reform Roadblock’, BW, 20 

_ October). India has seen a drastic fall in 
| unemployment and the percentage of 
people below poverty line post- 

| liberalisation. The Constitution, now 
over five decades old, is rightly 
amended to suit the changed scenario. 
Siddhartha Raj Guha, Jabalpur 





ALL IS NOT WELL 

The Magarpatta story was awe- 
inspiring but the reality is slightly 
different (‘From Bajra To Bytes, BW, 20 
October). I am a resident of Magarpatta 
and all is not as fabulous as stated. For 
example, the greenery and the 

path around it is 
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DUE CREDIT 

| The same Indian media which 

| anointed Sunil Mittal as the telecom 

_ king has now unanimously passed the 

| verdict that his reign is over (‘King 

_ Under Attack, BW, 13 October). He 

| built his empire from scratch and has 
not completely developed. We have | stood tall in many adverse situations. It 
paid Rs 50,000 for the maintenance of is time the media placed more faith in 
the flats, but it is not satisfactory. his abilities to manage crises and come _ 
Moreover, there is no security provision | out unscathed. 

in the blocks and, to top it all, response | Gurcharan S. Mukker, Via email 

to complaints is invariably delayed. 
Due to these reasons I am planning to NOT ON DRY LEASE 

shift out of Magarpatta very soon. The number of seats available with us 
Virendra Singh, Via email | has been incorrectly stated (A Dry 

| Lease To Drive Away The Losses, BW, 

| 13 October). The correct number is 150 
I was glad to learn that the | | seats each in Baroda and Bangalore, 
Confederation of Indian Industry (CI) | which are fully engaged. Also, we have 
is lending a helping hand to Jet Airways | notleased out any part of our premises 
and Sahara Airlines (‘CII Lends Support | at either of the locations. 

To Jet, Sahara's Overseas Plans, BW, 20 — Ashit Shroff, director, Fortune Infotech, 
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October). Given a chance, thesetwo —— | Bangalore 

airlines have the potential to become — 

internati onal carri ersan d CII has taken | j Soe ten A ABUSE RD ORE | PM ë OU TIER $ a ERAT E 
the right step in that direction. td pium decipi, Meis i 
Shashank Jackeray, Meerut p NS na UH QURE 
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cover sioe, [he BW Real 500 


Collaborating with the Centre for Monitoring Indian Economy (CMIE), Businessworld presents the most 
comprehensive listing of companies. Rather than use just revenues, or assets, as a criterion, we've used 
an average ofthe two to give a more holistic ranking of India Inc's super heavyweights. 








ao Opening Essay 


The No. 1 from last years list retains its spot. But we havea | 


new entrant — straight in at No. 2. Heres a macro view of 
the BW Real 500. 


42. A Global 
Quest 


A bunch of frontline Indian 
companies are trying to get 
globally competitive. And 
even as they succeed, more companies are beginning to 
join the movement. 


as Transparency 


You can get a peek at the assets and the balance-sheets of 
private limited companies. But not at their profit and loss 
accounts. Should this be allowed? 





COMING UP TOPS 


48 Indian Oil Corporation 
Despite the plans to split the oil PSU and 
sell its retail arm off, the company is busy 
charging ahead. 

4 M.S. Ramachandran: Expanding fast 


49 Bharat Sanchar Nigam 
Few other telcos can match BSNLS fixed- 
mobile telephony combination. Value- 
added services will now give it an edge. 
Prithipal Singh: A feisty operator > 





| largest financial institution is no longer 














50 State Bank of India Indias 


banking on sheer bulk to remain No. 1. It 
is trying to gain speed. 
BN. Venkatachalam: People focus > 





51 Life Insurance Corpora- 
| tion The company is becoming far 

| more aggressive in its search to provide 
better returns to policy holders. 

« S.B. Mathur: Not shy of risk 





52 Reliance Industries In 
the next four years, it will have Rs 75,000 
crore at its disposal. How will it spend 
this money? 

Mukesh Ambani: How to invest? » 





54 Tata Sons After the Tata 
Consultancy Services IPO is over, will 
the holding company ofthe Tata group 
lose its influence? 

« Ratan Tata: Finding a new role 





LISTINGS 


58 India's super heavyweights A tally ofthe 
biggest 500 companies — by both sales and assets. 


80 Notes and methodology How we arrived 
at our ranking and some definitions. 


82 Financial services companies A ook at 
who the truly big moneybags are. 


86 Intra-industry rankings A peer-to-peer 
comparison of India's biggest companies. 


112 Sector rankings A comparison between 
sectors; where is the growth coming from. 


114 The top 50 How the biggest of the biggies 
compare in terms of assets, sales and other parameters. 


122 In out, up down The new entrants, those 


| which made way and the big movers. 


124 Index The A-Z guide to navigating the data. 





BUSINESSWORLD 4 3 NOVEMBER 2003 














IN THE NEWS 


io Risk Averse? 


Venture capital investments in India continue to fall. We take 
alook at the reasons behind this. 


14 Metro AG wnyhasthe 
German cash-and-carry giant's 
first Indian store received such a 
hostile reception? 


Yeshwantpur, Bangalore » 





18 Biotech breakthrough An Indian scientist at 
Lucknow's NBRI develops indigenous strains of Bt Cotton. 





IN DEPTH 


26 Economic 
Freedom 


An interview with Michael Walker, 
who created the Economic Freedom 
Index along with Milton Friedman, 
and Robert Lawson, author of Eco- 
nomic Freedom of the World. 


“Without economic freedom you 
! can't exercise the other freedoms" 
1 Michael Walker 








IN VOGUE 


:34. Agastya Foundation 


How a group of high-profile 
people have got together to 
bring science education to 
villages in Andhra Pradesh 
and Karnataka. And their fo- 
cus is on encouraging creativ- 
ity in school children. 


Ramji Raghavan 








140 Bookmark A book that describes transformation 
— not so much of organisations as of people. And one on 
how to win corporate legal battles — with a little amorality. 


COMMENT 


6 Ashok V. Desai The good rainfall has 
boosted agricultural growth. But record prod- 
uction means record headaches SE Vpayen. 








3 FEEDBACK 
127 CASE STUDY 
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| will see in this year’s list, the top com- 


| The BW Real 500 also starkly brings 
| out the difference between the 
| Top 10 companies — and the 


| theentire500 companies on the list- 


| the total net profits). The Top 10 also 


Meet the heavyweights 


AST year, we kicked off the BW Real 500 — the de- 
finitive ranking of Indias biggest companies. We 
ranked companies after taking into account their 
sales as well as their assets, so that both the bal- 
ance-sheet as well as the profit and loss accounts 
were reflected in the rankings. This allowed us to compare 
long-gestation period, infrastructure-heavy projects, which 
were yet to start selling operations, with asset-poor but knowl- 
edge-rich companies like those operating in the software 
services area. Above all, we took both listed and unlisted com- 
panies into account. 





The second edition of the BW Real 500 takes a look at how 
much things have changed — and what all has remained 


7 October 2002 


much the same since last year. As you 







panies have more or less retained 
their rankings. As we had anticipated 
last year, the public sector Bharat 
Sanchar Nigam comes in at No. 2. 
Indias No. 1 private sector com- 
pany, Reliance Industries, moves 
up from No. 6 to No. 3 in the over- 
all rankings after the merger with 
Reliance Petroleum. 


other 490. The Top 10 firms ac- 
count for 60% of the net profits of 


ing (the Top 100 account for 99.4% of 
had a return on assets of 6.2796 as 


compared to the 2.9596 returned by 
the entire 500 companies. 


SNOW 


| Principal correspondent Avinash Celes- 


tine anchored the BW Real 500. The data for the BW Real 500 
was compiled by Centre for Monitoring of Indian Economy 
(CMIE). Deputy editor Indrajit Gupta took a close look at India 
Inc's heavyweights’ quest for global competitiveness. And 


| deputy editor D.N. Mukerjea looked at the peculiar case of 
, multinational companies which refuse to divulge their profit 


and loss accounts in India. 


Enjoy the issue. And have a very happy Diwali. 


ee Pes 


PROSENJIT DATTA, EXECUTIVE EDITOR 
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Ashok V. Desai is 
consultant editor of 
The Telegraph 


India is 
no longer 
short on 
agricul- 
tural 
goods. 
But 
record 
produc- 
tion only 
means a 
bigger 
headache 
for Team 
Vajpayee 











N its quarterly review of the economy, the 
National Council of Applied Economic 
Review (NCAER) forecasts 2003-04 
growth at 6.63-8.98%. It expects industry 
to grow more slowly than the gross do- 
mestic product (GDP) — by 5.71-6.45% — and 
services to lead growth with 6.88-7.13%. After 
such imprecision stated with such precision, it 
is sad that agricultural output will grow at 7 plus 
or minus 0.00%. The precision implies the fig- 
ures came out of a complex model; the cer- 
tainty of the agricultural figure must mean that 
it is a leap of faith. NCAER has become more 
optimistic about the economy prospects. 

The monsoon seems to have inspired this 





| cheerfulness. Although it looked pretty good 


even in July, much of it still lay in the future and 
it was possible to be pessimistic about it even if 
it went against the laws of probability. But they 
have triumphed, and the monsoon was excel- 


| lent. It was abnormally normal: the national 


rainfall was 3% above normal, and within that 
range in the East and West. It was 11% below 
normal in the South, but, to balance it, it was 
18% above normal in the North. It arrived a 
couple of weeks late, and unaccountably 
reached Nagaland before Kerala, and it still re- 
fuses to leave Bengal. But it was extremely well 
spread across the weeks. After four subnormal 
monsoons, it was almost well-behaved. 

It all hangs on what figure this normality 
translates into. Even if the kharif output were to 
return to the 2001-02 level, it would involve an 
increase of over 20%. That year was itself not 
great, so this year is likely to turn out to be bet- 
ter. So we are looking at growth of 25% or more. 

Such a figure must seem indecently extrava- 
gant to NCAER, which is used to calculating in 
per cents of per cents. So it came up with a fig- 
ure of 7%. It is justin excess of recently achieved 


figures, and falls well short of double digits. 


But these are all arguments on the side of re- 


| spectability, not of veracity. They entail ap- 


proaching the truth step by step. In June, 
NCAER predicted 4% agricultural growth. In 


Never a better 
time to shine 





three months, it raised the figure by 3%, and it 
will continue thus till the Central Statistical Of- 
fice comes up with a provisional estimate. 

But 7% is not the same as 27%. Agriculture's 
share in GDP has wilted; even then, 20 percent- 
age points of agricultural growth would add 5% 
to GDP growth — maybe take it to over 10%. 

If that happens, the BJP government would 
like to hear about it. It has unveiled its general 
election campaign with advertisements saying: 
“Our country is prospering, our lives are chang- 
ing, our tomorrow is promising; you've never 
had a better time to shine brighter." Their copy 
writers would have loved to know of the gra- 
naries about to overflow. And their paymasters 
— the prime minister, the finance minister, the 
agriculture minister — would be even more cu- 
rious, and worried. After wasting billions on 
food subsidy, public distribution schemes, ex- 
port subsidies, transport subsidies and other 
bottomless pits, the government managed to 
bring food stocks under control last year. And 
now a cloud — of food stocks rising to 80 mil- 
lion tons again — appears on the horizon. 

Foodgrains may turn out to be the more 
manageable problem. Cotton will be coming 
out of the farmers' ears; they will lynch politi- 
cians unless the government buys it up. Edible 
oil prices will crash; the telia rajas of Gujarat 
willhave Narendra Modi for breakfast unless he 
organises crash purchases of groundnut oil. In 
short, the bumper harvest has come 50 years 
too late. India is no longer short of agricultural 
commodities, and record production only 
means record headaches for Team Vajpayee. 

And why? Because two years ago, they im- 
posed absurdly high import duties on agricul- 
tural commodities, and drove their domestic 
prices far above global prices. Now they cannot 
be exported without huge losses. Agricultural 
protection must have seemed to this economi- 
cally illiterate government a cheap way of buy- 
ing support of farmers. But there are no free 
lunches. The punishment may soon arrive — 
just as the general election approaches. m 
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BPL CELLULAR 


Back. 
in the 


came! 


HREE months after chairman 
Rajeev Chandrasekhar wrap- 
ped up a tortuous financial 
closure for BPL Cellular, the | 
first signs of activity — in over a year— | 
are beginning to emerge. For starters, it 
isinvesting Rs500 crore on new cell sites 
and switches. In the process, 400 new 
. cellsites are coming up in all four circles 
— Mumbai, Karnataka, Tamil Nadu and 











Kerala. In all, BPL Cellular is adding up 
to 5096 ofits current infrastructure in the 
four telecom circles. 


year-and-a-half, BPL has seen its four- 


circle cellular business drop valuation | 


rapidly. Due to lack of funds, BPL had 
defaulted on payments to its vendors 
and could not invest in the infrastruc- 
ture required to cope with the growth in 





TELECOM 


Reliance's FLAG 
on the world map 


HE talks have been on for nearly 

two years. So when Reliance Info- 

comm announced that its wholly- 
owned subsidiary Reliance Gateway 
had entered into an agreement with 
the Flag Telecom Group (FLAG) for ac- 
quiring the 100% fully-diluted equity of 
Flag for $207 million (Rs 1,000 crore), 
not many were surprised. 

The 50,000-km FLAG network is 
smaller than Global Crossing's 
160,000-km network, which Singapore 
Technologies Telemedia (STT) is close 
to picking up. But FLAG is the only net- 
work which covers the entire globe. The 
Global Crossing network criss-crosses 
the US and mainland Europe. The other 


networks include Sea-Me-We 2 & 3 
with a 55,000 km network linking Asia 
and Europe. 

So what does this acquisition mean 
for Reliance? Well, it is emerging as a 
global end-to-end telecom service 
provider. In contrast, the Tatas paid Rs 
1,400 crore to ac- 
quire Videsh San- 
char Nigam (VSNL). 
Now Reliance can 
corner a chunk of 
the Rs 6,000 crore 
Indian international 
long-distance busi- 
ness. It can bundle 
traffic to India from 
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SANJIT KUNDU 
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subscriber numbers. At one point over 
the past year, the head of one of the top 
GSM equipment vendors in the country 
had told Businessworld that he couldn't 
see anyone doing business with BPL. 

Now, the companyis trying to rectify 
some ofthat. Under the new agreement, 
the financial closure converted short- 
term loans into long-term project fi- 
nancing loans. The funds were finally 
taken on 13 October, from six lenders to 
the groups cellular business. Out of the 
Rs 3,350-crore business plan, the bulk of 
the funds have already been deployed, 
says an official with a financial institu- 
tion. Therefore, the fresh infusion of 
debt funds is less than Rs 350 crore, he 
says. (However, BPL refused to com- 
ment on this figure.) 

Some of the funds are going to be 
used to pay back vendors like Motorola 
and Nokia. While Motorola confirms 
that the debt is being re-paid, Nokia's 
spokesperson says: "We never really ac- 


| knowledged that they owed us money 
This is long overdue. Over the past | 


so we can't confirm whether they are 
paying it back.” MNC noncommittal 
speak at its best? The plan right nowis to 
regain the position it had in the market 
before the third player started opera- 
tions about a year ago. 

From being among the top 2 in its 


all over the world on its 10-gigabit fibre. 
Says a consultant: "Now no one can ig- 
nore Reliance. It is now among the 
biggest telcos in the region." 

Once the deal is done, expect a 
sharp drop in international subscriber 
dialing (ISD) rates. But that will take 
some time. The immediate issue will be 
for VSNL. That's because it had signed 
a 25-year deal with FLAG that gave it 
exclusive rights to market FLAG's band- 
width in India. It remains to be seen 
what it can do now. 


Europe 


Vil ws 
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circles, today the company is ranked 
third in all circles barring Mumbai city. 


Nationally, it is the fifth-largest player | 


with 1.3 million subscribers, behind 
Bharti, Bharat Sanchar Nigam (BSNL), 
Hutch and IDEA Cellular. 


That happened largely because over | 


the last year, BPL tried to retain its post- 


- paid subscribers and get them to in- 
. ; crease usage through value-added ser- 
. «- vices. While its ARPU (average Revenue 


per user) is on par with the industry av- 
erage of Rs 500, the strategy has cost BPL 
bigtime in subscriber numbers. 

There has also been a churn of top 
management and a new corporate 
structure to facilitate this new begin- 
ning. The former CFO, Sandeep Basu, 
has now been appointed as the head of 
the entire telecom business and former 
CEO Fausto Cardoso has moved onto a 
strategic role. The organisation has 
been split into four verticals — cus- 
tomer asset management (managing 
relationships with existing subscribers), 
new acquisitions, networks and sup- 
port function. 

This effort should improve sub- 
scriber numbers and it's interesting to 
see what Rajeev Chandrasekhar will pull 
off with that better valuation. E 

RADHIKA DHAWAN 
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VENTURE CAPITAL 


A time to cash in 


Sit time for entrepreneurs to start looking for jobs? Venture capital (VC) in- 
vestments in India are on the slide. They fell by 34% in calendar year 2002 ac- 
cording to the Indian Venture Capital Association (IVCA). This was over and 
above the 24.3% decline in 2001, from a high of $1.2 billion in 2000 during the 


| dotcom boom. This year, informal industry estimates put inflows till September 


2003 at around $300 million. 

This decline is despite the big-ticket investments which have come to charac- 
terise VC deals in this country. While individual deals have grown exponentially — 
anywhere between $10 million and $100 million per investment — the overall VC 
inflows over the last three years indicate a significant slowdown. 

The IVCA is slated to announce the results ofits industry survey for 2002 soon. 
Officials point out that investments last year, which saw the emergence of big- 


| ticket VC deals, stood at $600 million against $908 million the year before. 


Industry analysts claim that even these estimates could be optimistic. US re- 
search and database firm Thomson Venture Economics puts the total investments 
in India during 2002 much lower at $405.94 million. The variance is due to the dif- 
ferent methodologies used to assess the industry's performance. Unlike Thomson, 
which conducts the annual 
official survey of US venture 
capitalists’ direct invest- 
ments in companies, the 
IVCA also accounts for in- 
vestments made through 
secondary market transac- 
tions on stock exchanges. 

So what's keeping VCs 
away from India? Two rea- 
sons. The first is linked to 
the nature of the VC activity 
that has been visible over 
the last two years. While VCs 2000 
made some noise in the * Estimated (Jan-Sept) 
market with a clutch of 
high-profile investments — General Atlantic's $107.5 mil- 
lion investment in Patni Computers last year — most activ- 
ity has been focussed on exits. This year, that trend seems to 
have gained further momentum. 

This is most visible in the business process outsourcing (BPO) sector, which is 
now a hotbed for mergers and acquisitions. Since VCs have sunk sizeable funds in 
BPO firms, exits have been the order of the day. Recently, WestBridge Capital exited 
Bangalore-based FirstRing in favour of ICICI OneSource. 

Second, a whole bunch of third generation VC funds — Infinity Ventures, In- 
dian Direct Fund (IDF) and eVentures India — have started cleaning out their port- 
folios through strategic sales. Some are trying to make the most of the capital mar- 
ket recovery to exit through public listings. Most funds have about 3-4 years to go 
before they have to show returns to their investors, 

Also, the sectors in which VCs can invest have narrowed considerably. After the 
tech slowdown, VCs have had to look for new avenues. Some ventured into retail, 
hospitality and media. Investments in software services space have been largely in 
US-based companies, which have a back-end in India. BPO has been the only suc- 
cour, but now, even that is saturated. For emerging sector start-ups (biotech, chip 
design and semiconductors) looking out for their next round of funding, the wait 
may be longer than they budgeted for. s 

SNIGDHA SENGUPTA 
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MID-DAY MULTIMEDIA 


The budding 
broadcaster 


AN Mid-Day become a suc- 
cessful 


portant because the 
company — stuck at just under Rs 100 
crore for three years now — needs to 


scale up desperately. It is also important | 


because Mid-Day’s to-be-launched city 


channel could show the way for a whole ` 


range of local media companies. If 
Mumbai’s most popular tabloid, the 
only one that squarely stands up to The 


— Times of India (TOD in the city can do it, | 


others can too. 

Mid-Day Multimedia managing di- 
rector Tariq Ansari is cagey about the 
details but confirms the launch of a TV 
channel towards the end of 2004. Why 
the delay? Analysts and investment 


bankers have been hankering after Mid- | 
Day to get into TV broadcasting since it | 


listed in 2001. "The obvious thing to do 
is a Mumbai city channel. However, 
with a satellite there is too much 


Tariq Ansari: 
Looking for a 
larger share of 
the Mumbai 
advertising 
market 


television broad- | 
caster? The question is im- | 








oh 
41? £ 
nad » 


| wastage (since the footprint of the satel- 


lite goes across the country) and cable is 
too fragmented," explains Ansari. But 
now, the cost of setting up a channel has 
plummeted from about Rs 50 crore to 
Rs 10 crore. So, suddenly, satellite 
broadcasting looks very viable with 
Mumbai's local cable advertising pie es- 
timated at Rs 150 crore. 

Sure, a city channel could end up 
eating a portion of Mid-Day's own rev- 
enues from print, outdoor or even radio 
but that, Ansari says, is better than let- 
ting anyone else do the same. Besides, 


_ the largest player in the Mumbai mar- 


ket, TOI, is more likely to be hit first. Sec- 
ond, the possible implementation of 
Conditional Access Systems opens up 
the subscription revenue pie for smaller 
players. To get a hang of the medium, 
Mid-Day has spent the last three 
months doing news capsules for Zee 
News. It will soon start putting together 
a Rs 5-crore, five-part TV series and film 
on the 1993 Mumbai blasts. 

While the learning happens, Ansari 
is scouting around for the other impor- 
tant thing, a partner with money. Mid- 
Day is looking around for a strategic in- 
vestor and is willing to dilute the 
promoters’ roughly 70% equity. The 
idea is to raise about Rs 100 crore to 150 
crore over three years so that it can repli- 
cate the Mumbai model in other cities 
— in both print and broadcasting. It has 
already appointed DSP Merrill Lynch to 

evaluate the investment and strategic 
alliance proposals it is getting. All this 
action and aggression is very unlike 
the ‘sweet little company’ that Mid- 
Day is perceived to be. “Two 
things have changed, our re- 
quirement of resources and 
our appetite for risk,” says 
Ansari. Time to watch 
out, Star, Sony, Sun 
etal. » 
VANITA KOHLI- 
KHANDEKAR 
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AVIATION 


Colombo, 
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VEN as Indian Airlines (IA) 
and Air-India (A-I) reel over 
the generous offer made by 
the prime minister for open skies 
with the South-East Asian coun- 
tries, the government has signed 
an agreement that gives Sri 
Lankan Airways (SLA) unfettered 
access to the Indian market. It has 
also allowed domestic carriers like 
Naresh Goyal's Jet and Sahara to 
fly to Colombo. 

Today, IA flies seven times a 
week directly from Chennai (with 
its own aircraft) and has 11 code 
share flights with SLA (five from 
Mumbai, four from Delhi, and two 
from Tiruchirapalli, every week). A 
part of this market may go to the 
private operators. Also, SLA may 
operate directly and quit the code- 
share arrangements with IA. 

The more serious loss will be 
caused by Emirate Airlines which 
has a 4996 stake in SLA. It can 
easily add flights (it already oper- 
ates 42 flights a week to India) 
through Colombo to Dubai and on- 
wards. This will hit A-I and other 
carriers operating out of India. The 
pace at which the government is 
granting open access is leaving 
very few options for IA and A-I 
which can't even lease planes 
fast. Proposals to lease planes are 
pending with the civil aviation min- 
istry. Till they are cleared, both the 
national carriers are going to fight 
a losing battle. "m 
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| Watch the sunrise at Kanniyakumari. Take a refreshing bath in the Courtallam 
falls. Trek up the hills of Kodaikkanal. Take a tea break in the Nilgiri hills. 
Go onanelephant salari inthe Mudumalai forest. Stroll along the east coast 
from Mahabalipuram to Pondicherry. Enjoy amoment of peace at the 
Aurobindo ashram. Taste the famous halwa in Thirunelveli. Shop for silk sarees 
in Kancheepuram. Visit the temple town of Kumbakonam. Watch the bull 
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Experience Tamil Nadu, the complete tourist destination. 


S90 Toy, For details on TTDC's attractive package tours with excellent accommodation and transport facilities, 
z % please contact: TTDC, Tamil Nadu Tourism Complex, Wallajah Road, Chennai - 600 002. India. 
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Metro's managing director Harsh Bahadur 





The German advance 


Why is everyone worried about German 


TAND among the crowds 

walking into the first Metro 

store in India, and you will in- 

variably hear awed whispers 

like: “This is big!” Its an under- 
standable reaction. India’s first cash- 
and-carry (retail-speak for an outlet 
that sells only to other retailers), which 
opened last week in Bangalore, is mind- 
bogglingly huge. At 6,300 sq metres, its 
selling area is larger than a soccer field. 
Every section — each representing a 
product category like household appli- 
ances, furniture, luggage, staples, cloth- 
ing, ice cream and desserts — looks like 
a full-fledged store. There are almost 50 
such sections stocking some 17,500 
products in all. The products are dis- 
played on huge racks; the middle 
shelves are meant for display, the rest 
are for stacking supplies. Store atten- 
dants use fork-lifts to move products 





between sections. But the biggest sur- 
prise of the day is the prices; an Elec- 
trolux washing machine costs just 
Rs 15,490 (MRP: Rs 22,990) while train- 
ers from Reebok are priced at Rs 999 
(MRP: Rs 1,890). That connotes epic 
margins to any retailer who opts out of 
his regular channels and buys from 
Metro instead. 

On the day of the launch, Hans- 
Joachim Koerber, the CEO of the Euro 
52-billion Metro Group, was all smiles 
as he posed for photographers. The 
events of the past week didnt appear to 
have fazed him much. Two days before 
the launch, Bangalore woke up to half- 
page ads in leading dailies, likening the 
German retailer to a modern-day East 
India Company. The ads, released by 
the Bangalore Retailers’ Combine, 
warned that Metro was trying to make a 
backdoor entry into the retail sector. 
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retailer Metro AG? 


Four days after the store opened, this 
outcry shows no signs of abating, 
thanks to some protest by a retail or 
wholesale association every day. 

When was the last time a wholesaler 
ignited such emotions in this country? 
Says Koerber: "Whichever country we 
go to, we encounter this noise. That is 
because people don't know how we 
work, but once the store opens, and 
people understand our proposition, 
the protests go down." At the launch 
press conference, the managing direc- 
tor of Metros Indian operations, Harsh 
Bahadur, took pains to clarify what 
Metro really does. "We are not resellers 
or traditional wholesalers," he said, 
"Oursis a B2B model." 

In other words, Metro is a one-stop- 
shop for all businesses — corporates, 
restaurateurs, retailers, grocery stores, 
etal. Just as a housewife goes to a Food- 


Photographs: NAMAS BHOJANI 
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World for her household needs, busi- 
nessmen, restaurateurs, shopkeepers 
and procurement managers can go to 
Metro for all their business needs. Be it 
meat, bread, furniture, furnishings, 
even computers and printers. 

Unlike a traditional wholesaler, 
Metro does not extend any credit to its 
customers or supply goods at their 
doorsteps (you pay cash and carry your 
own goods out of the store). What it 
does offer, however, is convenience. In- 
stead of buying from dozens of suppli- 
ers and distributors, Metros customers 
can find everything they need under 
oneroof. Then, they need not buy items 
in bulk, which means that they don't 
need to keep stocks for several days. If 
need be, they can come to Metro every- 
day. This frees up capital and retail 
space, otherwise languishing as stor- 
age. But, more than anything else, 
Metro offers great value (see ‘The Ad- 
vantage Of Shopping At Metro’). So why 
is the trade protesting against Metro? 

To understand that, BW spoke to a 
cross-section of people: manufactur- 
ers, retailers, whole- 
salers and industry 
experts. Here is what 
we learnt. The 
protests are largely 
coming from two 
groups. The first lot: 
wholesalers and dis- 
tributors. In Banga- 
lore, Agricultural 
Produce Marketing 
Committee (APMC) 
traders went on 
strike on 20 October, 
protesting that since 
the store was not lo- 
cated in an APMC yard, it could not sell 
fruits, vegetables and cereals at whole- 
sale prices. Because of such protests, al- 
though Metros suppliers are in place, it 
is yet to start selling fresh produce. 
Across the board, the trades biggest 
worry is it will be disintermediated. 
They fear Metro will undercut prices to 
lure their customers to the store. 

Distributors in Bangalore say that 
thelanded cost of Amul butter (500 gm) 
is Rs 58.98, while Metro is selling it for 
Rs 55. And while a twin pack of 1 kg 
Henko Stain Champion costs them 
Rs 157.90, Metro is selling it for Rs 145. 
But some experts say this is standard 








industry practice. Every large retailer 
has some loss leaders (products sold at a 
loss to attract customers). Metro itself 
says the lower prices are a combination 
of many factors — bulk buying, better 
payment terms than other distributors, 


| as well as clear planning of require- 


ments for the months ahead. Similarly, 
in fruits and vegetables, Metro claims 





that it has invested in a cold chain that | 


stretches all the way back to the farmers. 
That will cut down on the time spent in 
transit — thus ensuring a longer shelf 


| life, and minimise wastage. "Forty per 


cent of produce is thrown away in this | 


The advantage of shopping at Metro 


MRP Products 
Amul butter (500 g) 


Real fruit juice (1 It.) 


Rs 13,990 
Rs 23,990 


Kodak digital camera 
BPL 29” CTV 








Metro: with protests every day, security at the outlet is tight 


country," says Koerber. He feels that it is 
the large number of intermediaries and 
inefficiencies in the supply chain in 
countries like India and Japan that push 
up prices so that an average household 
ends up spending 6076 of its disposable 
income on food and grocery. In the US, 
the average spend is half of that. 

Its not only the wholesalers who are 
feeling threatened. So are Indian retail- 
ers. Marketing consultant Harish Bijoor 
discovered this when he wrote about re- 
tail intermediaries for a local newspa- 
per. "I normally receive 12 mails every 
week in response to these articles, but 
the week I wrote on retail, that number 
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Metro prices 
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went up five-fold. Most people wanted 
to know if Metro would eat up their 
business." Retailers fear Metro will use 
its B2B licence to sneak into their do- 
main. They insist Metro has overesti- 
mated the size of the Bangalore market. 
Given the wholesale margins in this 
country (a meagre 3-590), they say a B2B 
pure-play makes no sense. Listen to 
Bikash Kumar of Integrated Retail Man- 
agement Consulting: "With no credit 
and door-to-door delivery of goods, it is 
hard to say how many retailers would go 
to Metro." For his part, Koerber says cal- 
culating sales margins is the wrong way 
to evaluate his format. 
Look at capital effi- 
ciency, he says, "The 
trick lies in how many 
times you turn over your 
inventory in the store." 

In the end, it comes 
down to the market size. 
Metro has invested 
about Rs 176 crore in its 
two stores in Bangalore 
— the second store is 
slated to open in a few 
weeks. For each store to break even, it is 
targeting daily sales between Rs 80 lakh 
and Rs 1 crore. To reach that number, 
says a former employee, each store will 
need at least 4,000-5,000 customers 
every day, spending on an average, be- 
tween Rs 2,000 and Rs 3,000 respec- 
tively. It's this that worries Indian retail- 
ers. Are there enough people to sustain 
not one, but two massive stores? If not, 
they fear, to recover its investments, 
Metro will have to start selling to indi- 
vidual consumers. 

Metro, for its part, insists the market 
is large enough. Bahadur says there are 
350,000 business establishments in 
Bangalore and that only 175,000 busi- 
ness people have signed up so far. Every 
shopper at Metro needs an access card. 
And these are issued only to people with 
a valid business licence. But, there is no 
way to tell if a businessman is buying for 
his personal or business needs. While 
Metro claims that all billing is done in 
the company’s name only, it is not clear 
how that will stop people from buying 
for their personal use. But one thing is 
for sure: we have not heard the end of 
this controversy. B. 

MITU JAYASHANKAR (With reports from 
M. Rajshekhar) 
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Leadership through 


Our customers love sunshine. 
The experts explain why. 


“The Santro Xing gets some features 
that were felt missing earlier, 

including a newly designed | 
ergonomic handrest, a rear parcel | 
shelf and a luggage lamp, power 
controls for the rear windows and 

that really useful storage tray under 

the two front seats." 


Business Standard Motoring 
- May 3Ist, 2003 


"Hyundai's latest launch is one of 
the best cars available in its 

segment today." 

"Safety-wise, the Santro is on par 
with the best. Part of this can be 
ascribed to the fact that this car 

will now be exported out of India for 
the world markets and hence has to 
meet all international 

safety requirements." 


Hindustan Times - June 5th, 2003 


"The car is structurally stronger 

and so safer now, thanks to the 

strict homologation norms of Europe 
where the Xing is expected to 

be exported." 


Auto Motor & Sport - June 2003 


"The Santro Xing has also broken 
out of the box of the small 

'B' segment hatches that were 
traditionally 3.5 metre long and 1.5 
metre wide. It is now 7 cm longer 
and 3 cm wider with all the extra 
length going to make the interiors 
the most spacious in the 
sub-segment. 


Times of India - June 5th, 2003 


"Santro now wears a bigger and 
more mature look." 

“Its peppy, efficient engine is one of 
the best around, the slick shifter a 
joy to use and general space inside 
very decent for a car in 

its class." 


Autocar India - June 9th, 2003 


"Santro in its Xing avatar has left 
competition far behind in its first 
full month of sales. With record 
Santro sales in June, Hyundai 
recorded its highest ever margin 
with competition in the 'B' segment 
last month." 


Economic Times - July 8th, 2003 


The features and specifications as stated above, may not be a part of the standard equipment, and are subject to change without prior notice 








"We feel that new buyers of the 
Santro are not only going to drive 

a better looking car but a better 
designed one which has improved its 
practicality and provides more 
comfort, better aesthetics and the 
much neglected factor in the 

context of the Indian automobile 
industry - 


Bike 2 Car - June 2003 


safety." 


"Driving the Xing and attracting 
more finger-pointings and 
hey-looks, you figure that the 
Hyundai still remains the best city 
car around." 


Business Standard Motoring 
- May 31st, 2003 
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BIOTECH 


An Indian triumph 


India is planting the seeds of its own biotech revolution 


CIENTIFIC advance and 
business savoir-faire have 
rarely gone hand-in-hand in 
this country. So when the Na- 
tional Botanical Research In- 
_ stitute of Lucknow announces a break- 
through in synthesising new crop genes, 
its cause for double celebration. 

Not only has the CSIR lab developed 
two new strains of the Bt gene — one of 
them acompletely novel Cry 1Ec gene, it 





. has also devised an innovative collabo- 





ration for its commercialisa- 
tion. The lab has tied up witha 
group of seed companies in 
Andhra Pradesh that have 
opted for indigenous technol- 
ogy over the foreign technol- 
ogy offered by Monsanto and its ilk. 

The prime mover is Rakesh Tuli, who 
heads NBRI’s plant molecular biology 
and genetic engineering division. 
Twelve years ago, it was he who cloned 
an agricultural gene for the first time in 
India (while working at the Bhabha 
Atomic Research Centre). Later, he syn- 
thesised it at NBRI. And finally, after two 
years of talks with industry, he managed 





Rakesh Tuli 
(centre) at the 
NBRI, Lucknow: 
breakthrough 
research 


to bring seven leading seed companies 
in Andhra Pradesh together for a collab- 
orative initiative. The result: Swarna 
Bharat Biotechnics (SBBPL), the con- 
sortium of the seven seed companies, 
with a combined turnover of Rs 300 
crore and a 30% claimed share of the 
cottonseed market in the country. 

NBRI has licensed the two Bt.genes, 


Cry 1 Ac and Cry 1 Ec, to SBBL for Rs 75 | 
lakh over a three-year period along with | 


a royalty of 3%. The member-compa- 


genes together (known as 
stacking) into their propri- 
etary cotton hybrids to pro- 
vide a wide umbrella of pro- 
tection against the common 
cotton pests. This is also a first for seed 


companies as Monsanto and China's | 


Biocentury sell Bt technology that relies 
on the single Cry 1AC gene. 


But it will be a while before the suc- | 
cess of his strategy can be gauged. It will | 


take SBBPL at least two years to reach 
the market. That means the local Bt hy- 
brids will hit the market at the same 
time as the Chinese varieties promoted 


BUSINESSWORLD 18 3 NOVEMBER 2003 








nies can incorporate the | 





| by Nath Seeds (see BW, 8 September, 


2003) and the new Bollgard hybrids. 
Amore realistic assessment is that it 
will take four years. Backcrossing the 
genes into the select cultivars (the vari- 
ant of the plant) and evaluating the field 
performance, not to mention the bio- 


| safety tests, is challenging. It calls for ad- 


equate funding and high-quality re- 
search. The consortium is said to have 
spent Rs 5 crore on initial work and is 
about to apply for regulatory approval 
to kick off trials. 

But there is none of the mut- 
tering about technology cost. 
"This collaboration will reduce 
costs to a fourth of the present 
prices," says M. Prabhakar Rao, 
managing director of Nuziveedu 
Seeds, the biggest company in the 
consortium. Monsanto, he points 
out, prices its Bollgard brand at 
Rs 1,200 per packet of 450 gm, 
which brings the total cost to Rs 
1,600. SBBPL, on the other hand, 
is already talking of pricing its 
products at Rs 800, with technol- 
ogy fees accounting for half of it. 

The path-breaking collabora- 
tion between public funded re- 
search — most of NBRI's funds 
came from the department of 
biotechnology and the agricul- 
tural technology project of ICAR 
— and private industry is winning ap- 
proval from unexpected quarters. 
Suman Sahai of Gene Campaign, a 
high-profile research and advocacy or- 
ganisation, which has remained skepti- 
cal towards GM technology, lauds it as 
"an excellent breakthrough". 

She believes that indigenous re- 
search institutes and companies are 
better attuned to the needs of Indian 
agriculture than MNCs. So far, 42% of 
our GM research has been based on 
Monsantos gene, which is *an absurd 
situation”. Finally, we seem to be getting 
our act together. ig 

LATHA JISHNU & G.S. RADHAKRISHNA 


DILEEP PRAKASH 


S the Institute of Char- 
tered Accounts of India 
(ICAI) trying to achieve 
the impossible and de- 
lay the inevitable? It has ex- 
pressed its opposition to the 
Big Four accounting firms ty- 
ing up with Indian firms. ICAI 
has also said that it does not 
want non-CAs to do internal 
audit work for a client. Finally, 
it does not want the account- 
ing firms to indulge in any 
consulting work. 
Accountants themselves 
are unsure of what the ICAI is 
trying to achieve through this 
route. "Preventing the Big 
Four from operating in India 
will not necessarily result in 
Indian firms getting MNC 
business, if that is the aim," declares a 
senior partner in an Indian accounting 
firm. For his part, ICAI president-in-of- 


fice, R. Bupathy, says that he has nothing | 


against the big firms and he simply 
wants reciprocity. He wants Indian CA 


certification to be recognised in the US | 


and UK markets like the CPA. 
“Indian regulators (like ICAI, 











ICAI 


Accountant vs 
accountant 


Department of Company Affairs, etc.) 
do not recognise the CPA qualifications 
for performing attest sign offs in India. 
We agree that India is a sovereign coun- 
try which should insist on reciprocity 
and US CPAs or CAs from the UK should 
not be given the recognition and au- 
thority to perform attest services for In- 
dian regulators until and unless an In- 


dian CA is granted a similar au- 
thority in the respective coun- 
tries,” declares Kashi Memani, 
the chairman of Ernst & 
Young's India operations. 

The other move from the 
ICAI which is causing conster- 
nation is the one that seeks to 
prevent non-CAs from doing 
internal audits for companies, 
“Systems, forensic, energy, 
and environmental audit are 
new areas and a simple ICAI 
certification may not be ade- 
quate to carry out such tasks. It 
is not surprising that some big 
firms may be using their con- 
sulting arm to deliver these 
services," agrees Bhavna 
Doshi, a partner at Bharat Raut 
& Company, the Indian affili- 
ate of KPMG. 

Memani agrees. “A highly technical 
organisation may even appoint a firm of 
engineering consultants to do their in- 
ternal audit. There is no legislation 
which says that internal audit must be 
done by chartered accountants only,” 
he says. * 
SHISHIR PRASAD 


SANJIT KUNDU 















OMETIMES, when you cut some 
slack for your employees, you 
actually end up with happier 
customers. Take what Prudential 
Process Management Services 
(India), the BPO operation of 
Prudential UK, found when it allowed 
employees to take a while longer to close each call, 
, letting them chat with customers instead of hanging up 
| quickly. "The customer satisfaction index has gone up 
| significantly and appreciation letters, which were close to 
nil, have now increased to almost eight a week," says 
R.K. Rangan, the company's managing director. 
Six months ago, the company noticed that even while 
their centre met all the service-level agreement (SLA) 
| parameters with Prudential UK, end-customers gave a 
| thumbs down to its Indian centre. “Our guys were picking 
up the phone in 15 seconds. They were completing each 
, customer call in 12 minutes and were quickly 
understanding customer problems. So, the negative 
feedback was inexplicable," says Rangan. 
The problem was simple. Prudential's customers are 
largely old people. "They wanted the customer service 





| 
| 
| 
| 
| Call centres: longer calls equal higher profits, then? 
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executives to show some concern, some emotion," says 
Rangan. They wanted a patient hearing, which meant 
| longer call completion times, up from 12 minutes to 16 
minutes. This "relaxation of rules" will not have a large 
financial impact. "The Indian cost structure anyway gives 
you a saving of 24%. If that improves the customer : 
experience, it can only benefit the company," says f 
Rangan. There's a lesson here for all BPOs: don't base | 
your SLAs on cost structures of developed economies. 
Modify it to deliver a better customer experience. * 
SHISHIR PRASAD 
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AFTER Cancun, what? i 
the director general for external relations 
for the European Union, was in Delhi for 
the Indo-EU joint commission. He spoke 
to Businessworld’s Anjuli Bhargava on 
the future of the WTO and trade negotia- 
tions. Excerpts. 


& How do you see trade negotiations 
proceeding post Cancún? 
There has been almost no ministerial 


conference in Cancün. As commis- | 


sioner Pascal Lamy said, we needed a 
period of reflection on what to do. Do 
we continue emphasising on the multi- 
lateral trading system? Or do we con- 
clude that the multilateral trading sys- 


tem has reached, let's say, a level of | 
inefficiency at this stage and that coun- | 


tries should now follow a bilateral route 
on the wider agenda? 

Also, we see that many partners in 
Geneva believe Cancun is a missed op- 
portunity. It is interesting to see this. 
And we want to see whether this is 
pure rhetoric or whether there is real 
substance. 


m Has the WTO outlived its utility? 

There is nothing more solid than an in- 
ternational institution. The WTO is at 
the root of the multilateral trading sys- 
tem and is the key for the wellbeing of all 








INTERVIEW/HERVE JOUANJEAN 


. “We are all 


countries. The question is: what is our 
degree of ambition for the multilateral 
trading system? We have no answer to 
this question for the time being. 


& Let's say countries decide to work 
towards a compromise. Which are some 
of the key issues on which the European 
Union finds itself unable to make 
compromises? 


We have taken major steps to reform our | 


common agricultural policy. In Cancún, 
we modified our position on invest- 
ment and competition — commis- 
sioner Lamy has said that we are willing 
to drop those issues from the agenda. 


This, despite the fact, that investment | 


and competition are very important is- 


sues for us. The impression that we have | 


is that not only have we moved, but that 
only we have moved. 


m Do you think it would be a good idea 
to do away with ministerial meets every 
two years? Would it be better to have 
negotiations only when countries feel 
ready to negotiate? 


| There are meetings every year at the 


IME the World Bank, and even the UN. 
These do not give rise to major difficul- 
ties. In the WTO, we have had meetings 
which were relatively smooth — as in 
Singapore and Geneva. Seattle, Doha 
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and Cancún have been 
more difficult because 
we were in a situation 
of negotiations with a 
very ambitious agenda. 
Of course, when it 
comes to real money, 
people are more stres- 
sed. Ministerial meet- 
ings are a necessity. This 
is a contribution to 
global governance. 


m On which issues do 
you feel India and some 
of the developing 
countries were 
unreasonable? 

I dont want to answer 
such a question. In the 
world, we are all sinners. 
Certainly, even the EU 
may have made mis- 
takes in the manage- 
ment of the negotia- 
tions. The fact is that we 
have all failed to reach an agreement in 
Cancün. So itis a collective mistake. 


DINESH KRISHNAN 


m Is the continuance of G22 under 
question? 

I heard today that the name should be 
G20 since it was created on the 20th of 
August (laughs). This group happened 
to exert some influence in Cancun. I 
note that some members have left this 
alliance and this may have a meaning. 
But I know that the hard-core of this al- 
liance remains and I know that the 


| Brazilian minister is in town so there are 


clearly some discussions somewhere. It 
is India’s choice. The question is 
whether this type of alliance is in the 
best interests of India. And that is for her 
to decide. 


m There is a perception in India than it 
is being targeted (in terms of disputes in 


| the WTO) post Cancún and that relations 


between EU and India are at their most 
strained... 

We are working on the EU-India sum- 
mit. I understand an agreement on cus- 
toms cooperation was finalised yester- 
day. That will matter a great deal to 


| India. We may reach an agreement on 


maritime transport. For me, this is what 
matters. Canctin shouldn't cloud our re- 
lationships, 
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tion, Fraser Institute, set out to- 
between economic, 


workshop on Economic Freedom in 
dwelis on the conceptual framework of the EFI 
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E What is the purpose of the 
Economic Freedom Index? 

Walker: It originated from a scientific 
curiosity about the relationship be- 
tween economic, political and civil free- 
doms. The question that concerned me 
was the extent to which economic free- 
dom had been gradually eroded over 
time and we have accepted that. We are 
all seduced into being dependent on the 
State in the hope that we will escape the 
anxieties associated with variations in 
our ordinary lives. 

Sowe thoughtit might be interesting 
to construct an index that would be as 
reliable as the Freedom House index on 
political freedom. As we began to work 
with it, it became evident that this was 
more than just an academic toolkit and 
that it could have practical implications 
in the policy world. 


E What is the relationship between 











the three freedoms? 

Walker: It seems to be the case that if 
you have economic freedom, you will 
eventually get political freedom. There 
may be a lag, but a country that be- 
comes economically free begins to get 
more politically free. Its common sense 
because if a government is controlling a 
large part of the economy, if it is control- 
ling peoples incomes, access to the cap- 


ital markets, etc., then it will be fairly | 


easy for it to squelch any resistance. Be- 


cause the foundation of truly indepen- | 


dent political institutions is the exis- 
tence, in the private sector, of an 
alternative power bloc to the govern- 
ment. If the government has control 
over both the politics and the econom- 
ics, it's very difficult for the people to be 
politically free. 


É India is an exception to that rule. It 

had practically no economic freedom 
for many years but had a very 
vibrant democracy. 
Walker: India, like many former 
British colonies, was a great ben- 
eficiary of colonialism (though 
colonialism has its issues). The 
British brought a certain heritage 
of respect for the rule of the law, 
the parliamentary system of gov- 
ernance and so on. It created a 
kind of capital stock of institu- 
tions that dont decay very 

-= rapidly. So, I don't think there's 
very much of a puzzle here. 


E Why is economic freedom so 
important? 

Walker: Without economic free- 
dom you can't exercise the other 


country is imposing exchange 
control as India did for many 


tively as you can't travel abroad 
without foreign exchange. If the 
government is taxing 7096 of your 
income, the chances of your us- 
ing your creative powers to ex- 
pand the opportunities for your 
family, avail of all of the things 
that are important for human de- 
velopment are restricted. 





š Can you leave the market 
entirely unregulated? Shouldn't 


Photographs: SEETHA 
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there be some system for co- 
ordination, preventing negative 
externalities? 

Walker: Let me tell you a story. A person 
auditioned two organists for his daugh- 
ters wedding. When the first organist 
played, the father said, “that’s terrible — 
the second guy couldn't possibly be as 
bad as that”. And he picked the second 


| organist without listening to him. 


Similarly, people say human beings 
have a lot of frailties and are devious. 
Now that’s true. But that does not mean 
that picking the second organist, pick- 
ing the government to regulate the mar- 
ket, is going to produce a better out- 
come. In some cases, it may produce a 
better outcome; in some cases, the reg- 
ulator will be captured by the people 


| that itis regulating. 


So before we go into this thicket, we 
have to remind ourselves that just be- 


| cause we put a government agent in 


charge, it doesn't mean we have eradi- 
cated all those human foibles that we 
thought were going to cause problems 
in the first place. Yes, from time to time, 
the market will produce outcomes that 
are not good. And we have to recognise 
that just as there are market failures, 


| there is government failure. It is really a 


trade off. As we move to solve a problem 
that is emerging from the market, we're 
going to create another problem. If we 
are going to intervene in a situation, it is 
important that we understand the full 


| implications of that intervention. 


| B Are you saying that government 


failures are worse than market 


| failures? 


freedoms that we all cherish. Ifa 


years, one of the fundamental | 
rights of mobility is lost effec- | 


Walker: You wont solve a lot of these 
problems that we think we can solve by 
putting a government regulator in 
charge. The implication of saying that 
we don' have the information in the 
market but a government bureaucrat 
will have that information is an appeal 
to a god-like solution that we don't have. 
Because they don't have the informa- 
tion either. 

We must recognise that there is a 
trade off. Whenever we set out to elimi- 
nate risk — whether it is in drugs or food 
or automobiles — there is another effect 
— it sometimes reduces the supply of a 
product and that has consequences. In 


| the US, there are a lot of drugs called or- 


phan drugs which will never see the 





_cdepth E. 


light of day because the market for these 
would never be large enough to recoup 
the cost of extremely stringent regula- 
tions. But everyone knows they will 
help. They eventually passed a law 
called the orphan drug rules that will al- 
low some of these drugs to be put 
through a less stringent process. The 
point is that this process of approving 
drugs keeps drugs off the market for 
years and, as aconsequence, people die. 

That's not to say that there's no room 
for enforcement, for setting penalties on 
people who cause injuries. Much of our 
reaction to risk must relate to thinking 
about the incentives that cause people 
to behave in a better way, 
rather than having a bureau- 
crat do that. So you can say if 
you're caught putting addi- 
tives in food that you haven't 
declared on the wrapper, 
then you will be subjected to 
jail terms. 


E So a condition like that 
would not reduce economic 
freedom? 

Walker: Well, no. Saying that we should 
all agree to provide more information to 
consumers is not a violation of eco- 
nomic freedom. In a way, it is an en- 
hancement. It’s the appropriate role 
of government to stop fraud. The ques- 
tion is what is the least intrusive way to 
stop fraud? 


E Would you say economic freedom is 
nirvana? 
Walker: No, what I'm saying is that hu- 
man beings are self-interested beings, 
who will always manage to put their 
own interests before yours. The notion 
that because someone has now become 
a regulator of drug trade, they now 
change into being altruistic, that they 
can now be relied upon to deliver the 
best possible outcomes for everybody, is 
nonsense. Because people are still self- 
interested. So the government process 
inevitably becomes the manifestation 
of the various self-interested behav- 
iours that we thought we were going to 
cure by having a government agency. 
We're not saying that human beings 
are perfect. But we need to recognise 
their imperfections and organise soci- 
ety in such a way that turns that imper- 
fection into an advantage. So the nir- 








vana that I have in mind is the harness- 
ingofthis enormous power ofself-inter- 
est by the market so that it becomes a 
powerful engine of prosperity. 


E The Economic Freedom of the 
World, 2003 report says there is a 
correlation between the EFI and the 
UNDP's Human Development Index. 
What is the basis for this? 

Robert Lawson: If you look at the com- 
ponents of the Human Development 
Report, they are income, longevity, etc. 
Economic freedom gives people the op- 
portunity to make more money, frees 
them and their entrepreneurial zeal, 









How countries stack up on 
the Economic Freedom index 
Country 

Hong Kong 
Singapore 
United States 
New Zealand 
Thailand 
Malaysia 
Mexico 

India 

Brazil 

China 


Source: Economic Freedom of the World, 2003, 
Fraser Institute 
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and the evidence says that free people | 


are more prosperous, and prosperous 
people live longer and so on. The com- 
ponents of the HDR are exactly the kind 
of things we have always argued that 
markets bring about. 


W But the UNDP would say that 
growth is a necessary, but not 
sufficient, condition for human 
development. 

Lawson: And they're completely wrong. 
There is no place that I know of — and 
there is empirical data for this — where 
there has been significant economic 


progress and the poor have been left be- 
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hind. Name one. You can't find it. It's be- 
come a mantra that we need to protect 
the poor or they'll be left behind. But 
there's no evidence that it's ever hap- 
pened. At least not when development 
has taken place in the context of real 
economic growth in the markets. Yes, 
there are places where some people get 
richer at the expense of others but that's 
not development, that's just robbery 
and theft. 





Wi Doesn't that then justify not 
carrying the economic freedom 
concept too far? 

Lawson: I hope to have to deal with this 
some day. Right now, most 


"India, like Many  placesare nowhere near the 
FU point where there is too 

for mer British much economic freedom. 
colonies, was a Certainly, India is not there. 
. Here, you are looking at a 

gr eat beneticiary place that is over regulated, 
of colonialism” over controlled and the nor- 
mal entrepreneurial zeal of 

Michael Walker people is being squandered 


and stifled. Economic free- 
dom means open markets. It is very dif- 
ficult for any one person to become too 
powerful in an open market, because it 
is, by definition, competitive. If any one 
person became too powerful in the 
open market, there is nothing to prevent 
other people from coming in and 
competing. 


8 But there are market distortions 

like monopolies, collusive pricing, etc. 
Lawson: They happen only in markets 
where you have government power re- 
inforcing those monopolies. They are 


š very rare in true open markets. In an 


open economy, real monopolies that 
last quite long are unusual. The ones 
that last along time are there because of 
some government privilege. The mo- 
nopolies in the US are all in the areas 
that the government is regulating 
too much. 

So, in many cases, the regulation is 
doing exactly the opposite of what the 
rhetoric says — that we need regulation 
to protect the poor from monopolies. In 
fact, the regulation ends up creating a 
monopoly. Maybe it is a regulated mo- 
nopoly, but they are still monopolies. 
The right way to fight monopoly is 
through open markets and allowing 
people to compete. Free trade is the best 
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anti-monopoly policy. Regulators have 
proved themselves to be bumblers. 


E A country's economic freedom 
ranking is lowered with a higher 
government presence in the economy. 
What is wrong if government is in 
certain areas so long as it does not 
keep the private sector out? 

Lawson: It's certainly better to allow the 
private sector. But the question is what 
are the failings of the private sector? 
Why have the public sector firms? And 
the answer usually is because of an in- 
terest group that wants to stay in busi- 
ness even if it is running at a loss. In 


Fü Would you say this even of 
genuinely independent regulators? 
Lawson: There isn't any question that 
the more independent they are, the 
more professional they are. But our ex- 
perience of regulated industries in the 
US has been that even when they are 
very independent professionals, there is 
a tendency for the industry to get very 
cosy with them and that, over time, the 
regulators become almost the mouth- 
piece for the interests of the industry. I 
think this is a natural tendency in poli- 
tics. I have found this in the case of the 
regulated industries in the developed 
world and I would hate 
to see the developing 
world repeat the mis- 
takes that we are now 
trying to get out of. 


in the event of running a loss, will re- 
ceive a transfer from the State. As a re- 
sult, they produce poor quality products 
without worrying about bankruptcy. So 





"Economic 

freedom is the 
ability to do as 
E You argue that you please 
countries that are 
more economically 


free grow faster. 
However, India and 


| you have" 
Robert A. Lawson 
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China seem exceptions to this rule. 
Lawson: Both countries are very heavily 
repressed economies. What we've seen 
in both cases is just a tiny bit of opening. 
But from the standpoint of India and 
China it looks like an amazing flowering 
of opening up because of where they've 
started from. So opening up a little bit 
just created a rush of activity. 

But one of the concerns I have for 
both countries is that it seems that this 
openness has reached a point where 
they've got a certain bang for the buck. 
But now the question is can you go to 
the next level? I’m worried that in the 
next decade — or 15 years — we'll see a 
slowing unless the progress continues. 


they end up wasting resources. No 
country is rich enough to waste re- 
sources. Certainly India isn't. 


E But when the government spends 
on basic infrastructure like roads and 
power, that only increases economic 
choices for the people. 

Lawson: We don't look at economic 


nomic freedomis the ability to do as you 
please with the resources that you have. 





options that they want. We're going to 
have constraints on us. All we can do is 
relax those constraints by building 
| roads and bridges and so on. Freedom is 


BUSINESSWORLD 30 3 NOVEMBER 2003 


every case, the state-owned enterprise, | 





freedom as increasing options. Eco- | 


Human beings will never have all the | 





ECONOMIC FREEDOM 


a different concept. It means allowing 
you to use whatever resources you have 
in a legal sense. One problem oflooking 
at economic freedom in the other way is 
that you confuse it with development. 
We want to be able to say that freedom 
— the absence of control — generates 
more options. 





3! [sn't there a case for a separate 
index for developing countries, with 
different components that are more 
relevant to their situation? 

Lawson: | disagree. Economic freedom 
is economic freedom and people are 
people. What freedom is to someone in 
Luxembourg is the same as to someone 
in India. Having said that, it is true that 
the dimensions of economic freedom 


will probably be different in developing 


and developed countries. In Asia, the fo- 
cus will be more on the rule of law and 
contract enforcement and openness to 
foreign trade. Whereas, in Europe, we 


: _ will spend alot more time talking about 
with resources | 


taxes and the size of government, etc. 


E Why do subsidies, which do not 


. restrict any kind of freedom, have a 


negative influence on freedom 
rankings? 

Lawson: Where do subsidies come 
from? They come from money taken 
from people and taxes. And when 
money is taken from you by force, you 
are substituting the will of the State for 
your individual will about how the re- 
sources should be spent. So you are now 
less free. Strictly speaking, if we're think- 
ingonly about freedom, taxes always di- 
minish the choice we have over our re- 
sources. We get something in return but 
thats not always the concept we are 
looking at. 


M Is economic freedom the panacea 
for all ills? 
Lawson: No. We still live in a world of 


| scarcity. Mother Nature is stingy. We still 


have to get up in the morning and go to 
work. We have to create wealth and 
thats not easy. Economic freedom 
makes that easier by reducing the barri- 
ers that we human beings put against 
ourselves. We dont instantly get the land 
of milk and honey from economic free- 
dom. But we still have to produce 
milk and honey. Economic freedom 
makes it easier. E 
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Indian Institute of Plantation Management: 
Moving ahead with Tradition & Modernity 





$ one walks around in the serene campus of Indian 
A= of Plantation Management (IIPM), the first 

thing that strikes is the close association which the 
Institute shares with nature. The lush green campus situated 
On a rolling hillock presents a serene scene the moment you 
step in. No wonder the campus! brick and stone faÁade and 
the green lawns with rocks sculpted by nature strewn around 
makes it an ideal place to nurture visions and drams and 
inspire students. 

The Indian Institute of Plantation Management was set 
up especially as a sectoral school of management devoted to 
providing management education to the plantation sector. It 
acts as a ‘Strategic Think Ahead Forum: for the industry and 
is based on the 'BEST' model of management education, 
incorporating the four critical dimensions of management 
practice - Behaviour, Economy, Strategy and Technology. As 
an Institute faced with an intractable problem of training busy 
plantation managers in remote locations, Institute has evolved 
its activities around a unique and innovative Reach-Out 
model, based on the concept of on-site education. It is 
interesting to note that the inspiration for the Model came 
from Swami Vivekananda who said, "Why should not 
education go from door to door, say |. If a ploughman's boy 
can't come to education, why not meet him at the plough, at 
the factory, just wherever he is? Go along with him, like his 
shadow’. 

During the years 1994-2000, the model was extensively 
experimented in active collaboration with the Institute's 
promoters and partners, and other agencies including 
Corporates, who helped operatilize the Reach-out model. This 
model facilitated close interaction between the Institute and 
the Industry, reducing the theory-practice gap and leading to 
development of deep-rooted concepts. What the model did to 
the Institute was not just helping it to establish linkages with 
the corporate and grass-root institutions in the plantation 
sector, related agro industries and several development 


Strategic Think 
Ahead Forum 


Intellectual 
Self-Reliance & 
Enhancement of 

Intellectual 

Capital 


Creation of 
Enlightened 


Foundational  '*deshi 


Principles 


Continuing 
Development of the 
BEST Managers 


Action Based 
Research 





agencies. It also helped the Institute to develop and test a 

number of new management models, ideas and conceptual 

frameworks - the BEST, GRAM and Grounded Praxis models 
to name a few. 

Institute is based on five foundational principles that 
define its scope of activities. The five basic principles have 
been identified, keeping in view the think tank requirements as 
well as the management education needs of the owner- 
managers, plantation managers and agri-business managers. 
The five foundational concepts are as follows: 

1) To act as Strategic Think Ahead Forum 

2) To facilitate creation of Enlightened Leadership 

3) Continuing Development of the "BEST" Managers 

4) Action Based Research 

5) Intellectual Self-Reliance & Enhancement of Intellectual 
Capital 
Institute's management education philosophy is rooted 

in five key ideas that form the elements of its paradigm of 

management education: 

1) 'BEST model as a basis for management education, 
with BEST indicating four intricately linked aspects of 
management and leadership viz. Behavioural, 
Economic, Strategic and Technical. 

2) Grass Root Action & Management (GRAM) combined 
with corporate excellence, integrating corporate vision, 
industry vision and social vision. 

3) Social sensitivity and social concern as important 
aspects of management education. 

4) A blending of tradition and modernity through synthesis 
of the Western and Eastern rationalities and intuitive 
insights. 

5) Holistic development of a person as a manager and 
leader. 

Institute is committed to the cause of strengthening 
competitive advantage of the agri-business and plantation 
sector and continuous improvement in management methods 
through management training, education and research. 
Keeping its vision in mind Institute has devised the following 
activities: 

e A 15-month intensive Post Graduate Diploma in Agri- 
Business & Plantation Management (PGD-ABPM), the 
institute's flagship program, to meet the requirements of 
the sector. 

e MBA program recognized by AICTE and affiliated to 
Bangalore University. 

e Short Term Executive Programmes (STEPs) designed 
to provide new techniques for effective handling of 
managerial and operational issues. 

e Provides intellectual support through consultancy in 
policy, strategic and operational issues to the agri- 
business and plantation sectors, and as a think tank, 





conducts interactive brainstorming workshops and 
seminars on themes of concern to the sector. 
e  Action-based research to field-test the ideas and 
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concepts developed at the Institute. 

e Through the unique Writers" Forum, the Institute 
encourages practitioners to contribute to the 
development of experience-based knowledge for 
enhancing intellectual capital. 

e  Inter-institutional programs for exchange of scholars in 
Collaboration with other leading institutions and 
facilitates for post-doctoral work. 

The Institute's flagship program, the Post Graduate 
Diploma in Agribusiness and Plantation Management (PGD- 
ABPM) aims at providing management education to entrants 
in the agri-business and plantation sectors. The students are 
trained specially in the latest ideas and techniques in ` 
management and technology, preparing them for managerial 
and leadership roles in the new competitive environment 
faced by the sector. They are exposed to the latest global 
advances in the industry. 

The program is structured with several pedagogic 
innovations, designed to fit sector-specific requirements. 
Using a variety of approaches to learning apart from case 
method, lectures and online learning, guided by ‘grounded 
praxis' the students are sensitized to local conditions and 
social issues. The Institute also uses the noted 3D approach 
of Discussion, Dialogue and Discourse, each a progressively 
more involved and in-depth form of interaction. 

The 15-month Program, structured around four terms of 
11-week each, starts with the Foundational Courses term 
followed by a 5-week field visit, where students get an 
opportunity to compare classroom learning with reality. The 
second term focuses on Functional Area Courses followed by 
a third term of Integrative Courses. The Corporate Training 
Segment (CTS) follows next allowing the students to test out 
concepts learnt in the classroom in real life projects in an 
organizational context. In the final term, the Special Focus 





IIPM 





Area Course adds depth to their training by requiring students 
to research and write a thesis on a topic of their interest. The 
customization of various courses is ensured through agri- 
business and plantation related case studies, field visits 
including "camping out" for sensitizing the participants. The 
Students also have an opportunity of interactions with 
industry leaders through vision-building talks. 

The uniqueness of the program lies in its integration of 
four different components - classroom training, fieldwork, 
corporate training segment (CTS) and Special Focus Area 
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(SFA). Each term is designed to progressively contribute to 
the breadth and depth of the students' knowledge. While the 
Classroom terms draw from academicians and the CTS 
draws from practitioners, the SFA is designed to tap the 
knowledge of both academicians and practitioners. 

The Fieldwork Segment exposes them to the grass-roots 
realities of plantations, focussing on production related 
issues. The students spend five weeks living on plantations 
and other agri-production centres, getting a first hand 
exposure to the concerns and issues at the beginning of the 





value chain in the agribusiness and plantation sectors. This is 
an essential element of the ‘grounded praxis’ approach to their 
education: 

The Corporate Training Segment provides the students 
an opportunity to relate concepts learnt in the classroom to 
real-life contexts, giving them an insight into the functioning 
of organizations by being attached to an organization and 
working on projects guided by its senior personnel. It trains 
them to work independently on a study, taking responsibilities 
and delivering results within a specified time frame. 

The Special Focus Area Course in the last term 
introduces flexibility, during which the students undertake 
guided course work with experts from leading institutes and 
industries. They write a thesis in the chosen focus area and 
in writing the thesis the student learns to deal with issues in 
depth. This component has been deliberately designed to 
overcome the lacuna found in most management programs, 
which impart breadth of knowledge but not depth. Institute 
strongly believes that the cognitive skills developed by a 
Student in writing a thesis will be useful whenever they are 
Called upon to do any in-depth analysis in their careers. 

Innovative ideas of the Institute have also synchronized 
the latest IT developments in the management curriculum to 


- Complement the achievements in agri-sector and help move 


the sector in the value chain. "In physical markets, wealth 
generation takes place at the speed of the bullock cart and in 
futures markets wealth is generated at the speed of the 
speculative thought and remember, today's cyber market 
generates wealth like a flash of light" says Dr. Subhash 
Sharma, Director. The students of the Institute are exposed to 
all the three markets and its functioning and professional 
expertise requirements. 

The Institute's research paradigm is rooted in the 
Institute's ‘grounded praxis’ approach. The research activities 





Director's Message 


Be Indian Institute of Plantation Management, acts as a ‘Strategic Think Ahead Forum’ 
for the industry and is based on the ‘BEST’ model of management education, 
incorporating the four critical dimensions of management practice - Behaviour, Economy, 


Strategy and Technology. 


Innovation has been our hallmark, the very first one being the 'Reach Out Model which 
characterized our Short Term Executive Programs (STEPs). This model helped us pioneer 
the task of knowledge management and develop our own intellectual capital and aspire to 
intellectual self-reliance. We are unique in our belief in blending tradition and modernity, 
synthesizing the Western and Eastern rationality and intuitive insights. 

Our location in Bangalore, the IT capital of India helps us to be in-time with the intemet 
revolution. We have built a strong networking relationship with national and intemational 
institutes of higher learning, which helps our students get an enlightened and larger 
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Dr. Subash Sharma 
Director, IIPM 


perspective. Our campus provides world class infrastructure set in beautiful, hilly, verdant surroundings making for a setting 


conducive to learning and creativity. 


We have two programs viz., Post Graduate Diploma in Agri Business & Plantation Management (PGD-ABPM) and MBA. 
Our graduates, charged by a dream of turning India's 'agri-base into agribusiness’, are all set to take on their pioneering role of 
providing professional managerial and leadership skills to the agri-business and plantation sectors. Organizations recruiting them 
will benefit substantially from the professional expertise acquired by the students through this program, which is based on an 


‘accelerated learning approach’ to sharpen their managerial skills, 


Our students are exposed to the three streams of wealth generation viz., physical markets, futures markets and the cyber 
markets. Our graduates are already doing excellent work in the field. We welcome you to visit our campus and become a part of 


this new revolution in management education. 


SS ES i a ENE SSS SE 18 Z1 D D DDDDDDDDD 


Indicative List of Organizations that 
have Recruited Institute's Graduates 

e Hindustan Lever Ltd. 

e Tata Tea Ltd. 

e Isagro (Asia) Agrochemicals Ltd. 

e Tastybite Eatables Ltd. 

e Barista Coffee Co. Ltd. 

e Williamson Magor Group 

e AVThomas Group Companies 

e Harrisons Malayalam Ltd. 

e Syngenta Crop Protection Pvt. Ltd. 

e Namdhari Seeds 

e Ogilvy Outreach 

e Soft Systems Ltd. 

e Jayanti Group 

e Mangalore Chemicals & Fertilizers Ltd. 

e Mother Dairy Food Processing Ltd. 

e MAS Enterprises Ltd. 

e Bangalore Innovation Technology 

e lon Exchange Enviro Farms Pvt. Ltd. 

e BASIX 

e The Bombay Burmah Trading Corporation Ltd. 

e Food Park 

e Foundation for Ecological Security (FES) 

e Action for Food Production (AFPRO) 

e South Asian Foundation for Human Initiatives 
(SAFHI) | 

e BILT Tree Tech Ltd. 

e Agricultural Promotion & Investment 
Corporation of Orissa Ltd. 

e Ossoor Estates Ltd. 


are Strongly focussed on policy issues, management 
concerns and operational problems of the agribusiness and 
plantation sectors. Research projects have been undertaken 
in prime areas of concern affecting the industry both at the 
national and international levels. 

The body of research conducted by the faculty broadly 
falls into three categories: 

1) Research on commodity-specific policy and 
managerial issues. 

2)  Function-specific and issue-specific research e.g. 

Marketing, Finance, HRD, Strategy, Operations, 

Economics, Extension, Environment. 

Management Thought, Management Theory and Social 

Discourse. 

The Institute's intellectual capital in the form of several 

papers is available in various edited volumes, periodicals, 

chronicles and leading journals of national and international 

repute. 

Self-development and cultural enrichment is a 
Continuous process at the Institute so that students develop 
as well-rounded personalities. They participate in debates, 
seminars, quizzes, and creative activities like music & poetry 
that facilitate their holistic development. 'A sound mind in a 
sound body’, it is said. So students take time off their tight 
schedules to play cricket, badminton, table tennis, etc. 
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from Chennai, Karaikudi and 74 other villages are popu- 
larly known as Chettinad, the homeland of the 
Nattukottai Chettiars. The Chettiars are a prosperous banking 
community, considered to be the Pioneers of Modern Banking; it 
is believed that they introduced the concepts of i trial balance, 
double entry bookkeeping. "Not so far exposed to the world, 


The Hamlet of Art & 
Opulent Mansions 


Chettinad is said to have a great tourism potential than the 
Shekawati region of the Marwaris of Rajasthan. According to the 
legends the nine groups of chettiars moved and settled in the 
Pandya kingdom, the then king granted a temple to each of the 
group with a perpetuity and thus these nine temples became the 
nine clan temples of villages. These temples are said to have 
been granted to this community in the early 8th century but 
however in historical records this is not shown convincingly 
hence these monuments could be dated much earlier. These tem- 
ples even to this day possess wealth of bronze probably 11th- 
12th century, as it is believed. One must not miss a visit to this 
place and the temples, which unveils the magnificent architec- 
ture and craftsmanship, right from the entry and this sumptu- 
ousness is difficult to find elsewhere. The Chettinad community 
also showed great interest and backed the growth of Music and 
Art. This is evident from the painting that attires the walls of 
Temples and other prominent edifices. It is a fact that Chettiars 
still possess the Paintings of Ravi Verma, which can be seen in 
the temples. 

Chettiars, in reality were rich people who spend lavishly, in 
building their houses and temples. In the ancient times there 


T ucked in verdant picturesque location, about 425 Kms 


were no cement in use for construction and an interesting infor- | 
mation about the Chettinad architecture and constructions is | 
. dle-like dishes and carefully preserved sun-dried legumes and 


that all the mansions, temples etc were build-using Lime, Sand 


and surprisingly Egg yoke and this is the secret behind the stur- 
dy and prolonged existence of these buildings here. The — 
Chettinad mansions built in between the 1840s and the 1940s is ` 
attracting lots of tourists, this certainly has encouraged the man- : 
sion owners to take up restoration activities to open up their | 
homes to visitors. The TN tourism department is persuading - 
ents stewed in a gravy of coconut milk and spices. Special men- 


many mansion owners to take in bed-and-meals guests so as to 


make the tourist feel and enjoy life in the ancient mansions. In 
. the sweet and savory 'Paniyarams' (Dumplings). 


and around Karaikudi are other clusters of villages where the 


Tamil Nadu 


The Hidden Treasures of Tamil Nadu 


legendary mansions of the Chettiars still emerge over the sphere 
and are magnificent examples of decorative architecture, which 
are described as écountry fortressesi by the local people on 
account of their size and the wealth amassed during the late 
19th and early 20th centuries. A 20th century English planteris 
bungalow at Karaikudi has been converted into a boutique 
hotel. 

Apart from the mansions, the temples, Karaikudi offers more 
activities to the tourists especially the antique shopping, week- 
ly village market, popular Chettinad saree shops. What makes 
Chettinad more unique is its and crafts workshops, where one 
can see Silversmiths style silver utensils and artisans create 
handicrafts of metal and wood, Textiles. At a recent meeting the 
Government of TN decided to develop this as an ornamental 
park and to aggressively market this destination in global mar- 
kets. 





Nattukottai Chettiars are well known for their hospitality and 
Chettinad is renowned for its hot n spicy, cuisine, which is dif- 
ferent from all traditional Tamilian cuisine fi. The food here is 


very aromatic and heavily spiced, especially with pepper. 
Although the Chettiars are well known for their delicious vege- 
tarian preparations, their specialized and popular gamut of food 
items includes all types of fish, poultry, meats, and delicate noo- 


berries that is made into curries .The main attraction of 
Chettinad cuisine is its variety, nutritional balance and the sud- 
den surprises it springs on you. Some of the popular dishes in 
Chettinad menu are 'Varuval' - a dry dish fried with onions and 
spices (chicken, fish or vegetables sautEed), Pepper chicken, 
Poriyal - a curry, and 'Kuzambu [gravy]', which has the ingredi- 


tion must be made of their 'Kola Kolumbus' (Kofta gravies) and 
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| Inauguration: Mir Arun Shourie 
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3, IT enablement for sustainable competitive advantage 
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CORB UICE. The Oberoi, Kolkata 
Exhibition: Maidan, Kolkata 


Registration: Anita Mazumdar: 098 103-31 309 (New Delhi), Indrani Chowdhury: 098452-90040 (Bangalore), Anusuya Roy: 098203-40297 (Mumbai) 
K K Mahapatra: 0983 10-50505 (Kolkata), Rajiv Reddy: 0984 10-33442 (Chennai). Visit wwwindiainfocom.com or email infocom2003bworldmail.com 





Infocom 2003 will have the largest congregation of IT specialists, key policy-makers, industry leaders and thus be the only 
exposition of its kind. The purpose, to arrive at a strategy that harnesses the power of IT for business excelence. 
In essence, the sessions will demonstrate how IT can completely change old ways of doing business. 

The best minds in the indian IT scene will be present. The question is will you? 


Speakers: 

James Abraham, Boston Consulting Group 

Charles Antony, Tata Infotech 

MS Banga, Hindustan Lever 

Akshaya Bhargava, Progeon 

Keith Budge, Oracie 

YC. Deveshwar ITC 

Balu Doraisamy Hewiett Packard 

Barney Dunne, Strategic Solutions-interwoven 

Prof. Ramayya Krishnan, Carnegie Mellon University 
Frank Luksic, IBM 

Chris Luxford, Nortei Networks 

Harris Miller fT Association of America 
Manabendra Mukherjee, Minister for IT 
Ananda Mukherji, ICIC One Source 
Management Consultants 


 & Environment, Vest Bengal 


K Pandiarajan, Ma Foi | 
P R.Venkatrama Raja, Ramco Systems 
Roopen Roy, Price Water House 


Joydeep Sengupta, McKinsey & Co. 
Alok Sethi, M Source 
AS, Vishwanathan, Siemens 








Play the game 















TATA Sats Reliance Pra ati Offset PN RA EINER 
à andi i foc Sates ote Aut TIR Be Rane namely Petes š E ipi I. ys t ; T X 3H b 
TATA INFOTECH Official Bankes TCO ere e eee UU sa Aiyepe KEVENTER AGRC 
SIEMENS . Dre NCRTEL | | ML 
Siemens information Systems Lid. pishn etos NETWORKS SECURITY invent 








When the 









The TATA Indicom Enterprise Busi 


When a leading logistics company 
wanted to set up a shipment tracking 
system across the country, only TATA Indicom 
Enterprise Business Unit (TIEBU) had the 
solution: A highly available IP-VPN network 
with the last miles through a single vendor 
and back ups based on RF (microwave) 
for redundancy. 

TIEBU is the single point of interface for 
key customers of the TATA Group's 5 leading 
telecom companies - Videsh Sanchar Nigam 
Ltd., Tata Teleservices Ltd., Tata Teleservices 
(Maharashtra) Ltd., Tata Internet Services Ltd. 
and Tata Net. Supported by a world class 
infrastructure that only the TATAs can offer, 
you can trust us with your most complex 
telecom assignments. 


Our team of handpicked professionals 
have years of experience in various industries 
and specific vertical practices. All this, backed 
by a comprehensive portfolio of products 
and services has earned us the trust of 
leading IT, Media, Service, Banking and 
Hospitality companies. 

So, if you're looking at optimizing 
your telecom infrastructure, for both 
voice and data, email us at 
mysolutions@tataindicomebu.com 





Enterprise Busisi Unit 


ATA SERVICES: ATM * Broadband * Data Centre * Frame Relay * Internet * IPLC * Leased Lines * MPLS * Satellite Transmission * VPN. Lu 
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mstory 


HEN we introduced the BW Real 500 last year, 
we did so on a pessimistic note. The perfor- 
mance of most companies on last year's list 
was dismal — we pointed out then that most 
of them were unable to even keep pace with 
the rest of the economy and had earned less 
fortheirinvestors than the cost of capital (only 
120 firms had a return on capital employed of more than 10%). 

How have the BW 500 companies as a whole performed in 
this year’s list? Not very well, as we shall see. Before getting be- 
hind the numbers though, it's worth looking at how these 
numbers were generated and how this ranking was achieved. 
Like last year, BW collaborated with the Centre for Monitoring 
Indian Economy (CMIE), an independent research house, to 
compile the list of500 companies. The BW-CMIE study covers 
all public-limited companies, who have to file their annual ac- 
counts with the Registrar of Companies (RoC). (The 
only companies not covered by this survey are private 
limited companies, like Coca-Cola, Pepsi, IBM and Jet 
Airways. To know why see 'Hiding The Numbers.) 

In our quest for comprehensiveness, however, we 








have had to limit ourselves to the FY02 financial results of 
companies. Most companies will take at least until December 
to file their FYO3 financials with the RoC. 

How have we ranked these companies? Rather than use 
just revenues or assets as a criterion, we have used an average 
of the two. This allows us to take into account both the bal- 
ance-sheet and the profit and loss account. Also, such a rank- 
ing helps us understand how a company has grown over the 
year — by growing sales or by increasing its asset base. 

To put it another way, this parameter enables us to include 
companies which have made large upfront investments but 
haven't seen their revenues flow in just as yet (infrastructure 
companies like the Delhi Metro Rail Corporation, which till 
FY02 had not earned any revenues, but had built up over 
Rs 1,548 crore of assets) and those companies which are asset- 
poor but knowledge-rich, like software firms. 
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The definitive list of India 


biggest companies.by Avinash Cele 


And now to this year’s list. Topping the list for 
the second year running is Indian Oil Corpora- 
tion with revenues of Rs 117,106 crore and assets 
of Rs 56,434 crore. But we have a new entrant 
straight in at No. 2 — Bharat Sanchar Nigam 
(BSNL). We didn't include BSNL last year as it 
was incorporated in October 2000 and did not 
complete a full financial year by March 2001. 

The top private company comes in at No. 3 
— Reliance Industries, up from No. 6 last year, 
after Reliance Petroleum merged with it. 

Topping the list of financial companies (a 
separate list) again is the State Bank of India fol- 
lowed by the Life Insurance Corporation. 

Sectors like pharmaceuticals, capital goods 
and computer hardware have shown 
strong growth in sales in this year's 
ranking. Sectors like steel, pharma- 
ceuticals and infrastructure have 
also grown their asset bases at a 
much healthier pace than last year. 

Telecomis a sector which has also 
shown strong growth — both in sales 
and assets. It was ranked 13th in 
terms of sales last year and is now 
ranked fourth. To a large extent, that's 
because ofthe inclusion of BSNL this 
year, but other telecom companies 
— IDEA Cellular, Bharti, BPL Mobile 
and Hutchison — have shown healthy growth in revenues too. 
At the time of last year's list, the telcos were still in investment 
mode (they were ranked fifth in terms of asset growth last year 
compared to fourth this year). With this year's list, those in- 
vestments seem to be finally paying off in terms of revenues. 

Its the companies in these same sectors mentioned above 
that have also moved up the highest on the ranking since last 
year — Bharti Tele-ventures, Moser Baer and Nicholas Pira- 
mal being prime among them. On the other hand, companies 
like Bombay Dyeing, NIIT, Kirloskar Electric and Xerox Modi- 
corp have fallen sharply in the ranking since last year. 

Another interesting fact. Over 4096 of the BW Real 500 
companies were born in the 1980s and the 1990s. Eighteen of 
the Top 50 companies were born after 1980. 

Meanwhile, at the macro level, since last year's ranking, the 
news has just got worse. This year (remember, these are FY02 
financials), only 97 companies earned more than 10% on their 
capital. Only 200 firms (250 in the previous year) grew at more 
than 1096, a rough benchmark for the rate at which the econ- 
omy has grown, if you consider the effects of inflation. 

Around 3096 of the companies in this year's list have seen 
revenues shrink over the last three years. The asset bases of a 
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| planning and investing for the next phase of growth. 
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fifth of the firms have fallen in the 
same period. Total sales for the BW 


Growth in% — Real500 companies grew by just 2.1% 
E T (excluding BSNL), while assets grew 


by 1196 and net profits by 596. When 
you look at median figures, the num- 
bers seem better but not by much 
(See ‘How Good Is The Growth?’). For 
the Top 100 firms, the figures are bet- 
ter — total assets and net profits grew 
at 17.6% and 31% year-on-year, re- 
spectively, while sales growth was 
just 5% (excluding BSNL). 

Here's a sobering thought. The total net profit of the BW 
Real 500 companies is Rs 40,186 crore. Around 60% of that is 
accounted for by the net profits of just the Top 10 companies. 


| The Top 100 firms account for 99.4% of the total net profits of 


the BW Real 500. Even if you look at just the profit- making 


| companies in the ranking, the Top 100 still account for around 


66% of the profits. The return on assets (RoÀ) for the 500 com- 
panies as a whole is around 2.95%. The RoA for the Top 10 is 


i around 6.27%. The RoA of the Top 100 is around 3.89%. 


Last year's story ended on a hopeful note by pointing out 
some signs ofa revival. Since then, things have changed for the 
better. The stockmarket has soared 66% since May this year. 
Bottomlines have grown. Some of this will be reflected in the 
FYO03 results. But the real impact of the economy improving 
will only show up in the FY04 results of most companies. 

In fact, the point is not that India's biggest companies are 
its most profitable or provide their shareholders with the best 


; returns. It's that while 3096 of companies in this year's list are 


still loundering about with shrinking revenues and 2096 are 
reducing their asset bases, India's biggest companies are al- 
ready looking ahead. As the next story says, many top firms a are 
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A clutch of frontline 
Indian companies is 
trying to get globally - 
competitive. And 
even as they set the 
pace, others may 

get inspired to join 
them.» Indrajit Gupta 
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11:41 a.m. 16 September 2003. Tata Motors passenger car plant, | 1990s, Tata Steel is now among the cheapest producers of steel 
Pimpri:As the first shiny red City Rover rolls out offtheassembly | in the world. But that's not good enough for B. Muthuraman. 
line, a loud cheer emanates from the 150-odd workers and the | The peripatetic managing director now wants to brand steel. 
200 delegates, who are here to witness history-in-the-making. | He already sells nearly 2096 of his output that way — and 





The made-in-India car, which most soothsayers fetches a premium as well. 
had written off even before it was launched, is all — (From left to right) II Asian Paints vice-chairman Ashwin Dani took 
set to woo finicky customers in distant UK. Inthe B. Muthuraman the biggest gamble of his life late last year by buy: 


ing out Berger International. At one shot, it in 
creased Asian Paints’ footprint across the globe to 
as many as 22 countries, stretching from the 
Caribbean in the West to Singapore in the East. 
His son, Jalaj Dani, the vice-president of interna- 
tional operations, who orchestrated the deal, 
wasnt initially sure of managing the tricky inte 
gration. Today, the 32-year-old feels his company 
is ready to take on even more complex situations. 
There are, of course, several more such exam- 
ples of home-grown firms that are quickly disco 
ering their place in the sun. Having transformed 


annals of Tata Motors, this is a moment to treasure. 


T is not just Tata Motors that ought to pop 
the champagne. It may seem pure coinci- 
dence, but across India Inc, a clutch of front- 
line companies has begun to quietly rewrite 
the rules of business. And these companies 
are forcing even the diehard pessimists to sit 
up and take notice. 
W Consider Ranbaxy. By 2004, CEO Davinder 
Singh Brar will catapult the pharma major into 
the $1-billion club. But Brar isn't willing to sit 
pretty. He wants to hit the next milestone — a $5- itself into a retail banking powerhouse, ICICI] 
billion turnover by 2012. Bank is evolving a new business model for select 
@ After a prolonged surgery through the late international markets. The Pune-based Bharat 
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Forge and the Chennai-based Sundram Fasteners are leading 
a pack of Indian companies to crack open the Chinese market. 

Harvard dons Krishna Palepu and Tarun Khanna have a 
term for world-class companies from emerging markets: 
emerging giants. Many of the Indian companies we have 
talked of (along with a few more like Infosys and TCS) find 
mention in the research along with other emerging market 
firmslike Samsung, South African Breweries, Mexican cement 
giant Cemex and Haier Group of China. 

Suddenly, alot more experts are willing to wager that these 
companies have some key fundamental strengths that will 
help them dominate not just their domestic markets, but 
parts ofthe global market as well. Part of it stems from the fact 
that in the industrialised world, India itself is no longer seen as 
a laggard. In fact, Dominic Wilson, a Goldman Sachs econo- 
mist, in a recent report predicts that explosive growth in Brazil, 
Russia, India and China (collectively referred to as the 'BRIC' 
countries) will see these countries overshadow the economic 
might of the seven leading industrialised nations of today. 

Tata Sons executive director R. Gopalakrishnan reckons 
this is undoubtedly an exciting and pulsating transition for In- 
dia Inc. "Indian industry is coming out of an extended adoles- 
cence where firms are being forced to earn their living on their 
own," he says. It will take some time for companies to adjust 
their eyes to the new light, he feels. But, eventually, they will 
learn to make the adjustment. 

There's already some evidence that they are learning to do 
so. Jiban Mukhopadhyay, chief economist at the Department 
of Economics and Statistics, a think-tank in the Tata group, 
has just completed an interesting study, which measures the 
total factory productivity both at an aggregate industry level as 
well as the firm level 10 years before and after the reforms. It 
shows that aggregate productivity growth in Indian industry 
was marginal during this period — just 0.696. Yet a cut of the 
top 50 private manufacturing companies shows that the pro- 
ductivity growth was actually closer to 3.696. Mukhopadhyay 
says once he gets more recent data, he will be able to prove 
that productivity-led growth has actually gathered momen- 
tum. "After the Green and White Revolution, this will, perhaps, 
be the first time when industrial growth has been driven by 
productivity growth," says Gopalakrishnan. 








The upshot: it pays to make the factors of production — be 
it labour, capital or even techno-managerial capability — 
count. That's a lesson Tata Motors learnt to its chagrin just four 
years ago. Till then, capacity expansion was a linear process. 
Every year, it added to its capacity to fulfil new demand. Until 
the first real slowdown hit the auto industry. In a perennially 
cyclical industry, Tata Motors found that its break-even was 
pegged at two thirds ofits capacity. By 2000, it had taken its full 
toll on the company. Tata Motors suffered the ignominy of 
recording a net loss of Rs 500 crore — the second highest by 
any company in Indian corporate history. So what could it do 
to get out of the trap? 

Since demand showed no signs of an uptick, Tata Motors 
(then Telco) was left with only one option — to lop off the fat. 
"We pulled out Rs 900 crore through cost reduction over three 
years, bringing the break-even to one-third the capacity," says 
Ravi Kant, executive director, Tata Motors. Now, this wasn't a 
simple cookie-cutter approach to cost reduction. Kant tried a 


| host of innovative techniques. Among them was zero-based 


costing. Here, Tata Motors' engineers re-worked the cost of 
each and every component all over again. For example, ear- 
lier, Tata Motors paid for its forged components on a cost-plus 
basis as claimed by a vendor. Under the new system, it paid a 
price depending on the weight ofthe forging. The savings: up- 
wards of 25%. 

Yet a strategy of cost reduction can't be an end in itself. 
Though it has helped clean up and put the house in order, the 
real difference has come from a more fundamental area: the 
search for a new basis of sustainable competitiveness. “After 
all, we earn a living by being good at something,” says 
Gopalakrishnan. So what was that likely to be? Till then, alot of 
Indian companies had not evolved a sharper definition of 
what it took to compete. 

There are, of course, honourable exceptions. As far back as 
1992, Ranbaxy's then chairman Parvinder Singh had bet on 
the fact that the Indian market would end up gradually con- 
forming to product patent laws. So Ranbaxy invested in re- 
search at a time when the domestic market was highly prof- 
itable. He figured there was a way to assemble a top-notch 
team from the large existing pool of Indian scientists. So he 
went the whole hog: Ranbaxy would even do basic research, 
where the chances of success were very minuscle. So when the 
big opportunity came knocking in 2000, the time when big 
blockbuster drugs in the US were set to go off patent, Ranbaxy 
had its plans all ready. 

Most others have struggled to script a new source of com- 
petitive advantage. When the threat from Chinese imports 
loomed large, it looked as though it would wipe out many In- 
dian manufacturers at one stroke. That's when the Pune- 
based Bharat Forge took the decision to exit from the purely 
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labour-intensive manufacturing of 
forgings and, instead, concentrate on 
more skill-intensive areas. Similarly, 
Tata Motors figured it could develop a 
car at one third the cost it took the rest of 
the automotive world. Till then, the pre- 
vailing wisdom was that achieving scale 
economies was the only way to com- 
pete in the auto world. 

Most of the home-grown corpora- 
tions like TCS or even HDFC, which 
seem to be well-positioned today, have 
either evolved a unique competitive 
position or have stumbled upon one. It 
could mean developing a unique in- 
sight into a factor market which is of 
crucial importance. Take, for instance, 
TCS. Today, even as US giants like EDS 
and Accenture set up outsourcing out- 
posts in India, not many of them can 
match the ability of a player like, say, 
TCS to manage the large pool of soft- 
ware talent in India. TCS has the innate ability to hire a large 
number of people — often in excess of 1,000 at one go — train 
them and deploy them at client locations and yet make sure 
that these projects seldom spin out of control. Some of it is 
based on insights on how the software talent market works — 
how to assemble, train and deploy it and also sort out immi- 
gration issues. 

Clearly, a small band of Indian companies has figured out 
away to compete. For many of them now, the next logical step 
is to search out opportunities not just in the Indian market — 
but in the rest ofthe world as well. 

Of course, most Indian firms are far smaller in size com- 
pared to many global counterparts. With limited capital and 
even less experience of the international market, it often 
makes little sense to go global with a vengeance. So, instead, 
most firms have chosen a carefully calibrated path. They are 
seeking select markets and/or picking out strategic alliances 
ofthe kind that Tata Motors put together with Rover. 
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Even the public sector is stretching out. Take Oil and Nat- 
ural Gas Corporations (ONGC) decision to take a 2096 stake in 
a Russian oilfield. Not only was this a move to gain energy se- 
curity, but it also signalled ONGC's ambitions of becoming a 
global oil major. NTPC's C.P Jain describes how the power ma- 
jor is now putting in place a more integrated business model 
— one that covers the whole chain from generation to distrib- 
ution — and has a place for global expansion too. 

ICICI Bank, too, is an interesting example of a bank that is 
weighing all its options carefully before moving. CEO K.V. Ka- 
math sees globalisation as the next big growth platform for the 
bank. Some years ago, Kamath figured that ICICI’s core insti- 
tutional lending business would not go far. So he bet his shirt 
on developing a robust retail business. 

But if consumer banking was an attempt to reach out to 
the ordinary Indian, then globalisation is an attempt to reach 
outto the global Indian. In the next five years, Kamath expects 
a third of ICICI Bank's business to come from global opera- 
tions. It has handpicked seven countries to 
develop a business catering to global Indi- 
ans and is grappling with this task. Others 
like Asian Paints, too, are just learning to 
transform themselves into global organisa- 
tions. Asian Paints did not have a ready 
pipeline of talent which had the experience 
of having worked in international markets. 
So when it acquired a large organisation like 
Berger, it faced serious challenges in not 
only integrating culturally-diverse work- 
forces, but also managing complex supply 
chains and brand portfolios. 

What we are seeing, perhaps, is the start 
of a movement. These pioneers, with their 
spirit of global competitiveness, could soon 
pave the way for the rest — thus, altering the 
way home-grown Indian organisations 
have been run. r 
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D.N. MUKERJIEA 
N the table to your left, you'll see names of both In- 
dian and foreign firms whose brands are an integral 
part of our lives — Jet, Coca-Cola, Pepsi and Mc- 
Donalds. Given that these outfits do business here, 
anv idea what their turnovers and profits are? The 
companies wont tell you as they are privately held. But 
even the Registrar of Companies (RoC) wont. 

in India, as in many other parts of the globe, there is 
one set of rules for widely-held outfits and another for 
those privately held. While both types have to file their 
financial documents — profit and loss (P&L) statement, 
balance-sheet, auditors report — with the RoC, as per 
Section 220, Sub-section 1 of the Companies Act, 1956, 
only company shareholders are allowed to see (or ob- 
tain copies of) a private company's P&L state- 
ment. Only their balance-sheet is accessible to 
the public. (For publicly-held companies, both 
the P&L and the balance-sheet are accessible.) 





Assets okay. But what about profits? 
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“The premise is that if there is no large base 
of shareholders involved, a company should be 
allowed to keep the sensitive P&L numbers pri- 
vate,” says Manoj Kumar, senior partner, Ham- 
murabi & Solomon, a Delhi-based law firm. 

But today these assumptions are being ques- 
tioned, especially after scams such as Enron. 
Then Indian industry associations feel that 
closed, private MNCs have an unfair advantage 
against their public, Indian competitors given 
that the latter's financials are there to see. Also, a 
private company exists in society, transacts with 
customers and employs a country’s citizens. So 
why should it have special rights? Lawyers will 
give you two reasons, One, the Constitution al- 
lows the same rights of privacy to institutions as 
it does to individuals. Two, a statutory body like 
the RoC guards the interests of society and en- 
sures that the right of privacy isn't abused. And it 
can access private company financials when- 
ever they want. 

The Department of Company Affairs argues 
that as long as other agencies such as consumer 
protection cells and labour commissions, 
among others, protect other stakeholder inter- 
ests, private companies don't really need to dis- 
close their P&L statements to the world. But 
they are looking at ways in which the abuse of 
private companies can be stopped. 

For example, the second Naresh Chandra 
Committee on Corporate Governance has rec- 
ommended that private companies with a 
turnover that’s a 100 times their paid-up capital 
and free reserves should disclose numbers the 
way public companies do. 

"I think, overall, there is acceptance that the 
regime needs to become even more transpar- 
: ent," saysShardul S. Shroff, managing partner at 
law firm Amarchand Mangaldas. 8B 


3 NOVEMBER 2003 


IT MASSAGES YOU 


N PLACES OTHER CARS CAN P 


ase FAZ 
^ Ti I + 


AYURVEDIC 


LENIRE 


You may think that describing a drive in our land of terrible roads as anything like a massage is stretching 
the truth. Well, you be the judge. You may not have experienced the difference that the Tata Indigo's TATA 
Independent 3-link rear suspension and high ground clearance make. Or how our quiet cabin and seats 


z 
envelop you with more lumbar and thigh support to keep you fresh on long drives. So why not try out the great space | j f . | ° O 


and comfort of a Tata Indigo that could be yours for a price that will surprise you? While some people 


k. 
may buy the Tata Indigo purely for an ego trip, no one can deny the pleasure a gentle ego massage can give. Sp ot / yourse 7 


QUIET 85 BHP PETROL OR 62 BHP DIESEL ENGINE | INDEPENDENT 3-LINK REAR SUSPENSION | MOST CABIN SPACE | LUXURIOUS INTERIORS | 14 INCH WHEELS | 450 LITRE BOO! 


“ATA MOTORS 


US at wih t Om Fo sistance or queries on our passenger car range. call our toll-free number: 1600-115552 Accessories shown are not part of standard equipme 
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Indian Oil 
Corporation 


HAT can you say about a company that 
moved up 35 notches in a year to rank 191 in 
the 2003 Fortune 500 list, posted a turnover 
of Rs 119,848 crore ($26.45 billion) in 2003 
and meets 47% of India's petroleum needs? 

That its 10 petroleum refineries across the country 
process 35.3 million tonnes (mt) of crude. That these 
refineries are linked by a 7,170-km pipeline network. 
That these pipelines moved 41.11 million metric 
tonnes of crude and oil products last year. And that its 
11,000-odd retail outlets (including 2,200 outlets of 
subsidiary IBP) sell 46.46 mt of fuel. 

It's no surprise that IOC heads our list for the sec- 
ond year in a row. Though it is at the top, it is looking at 
moving ahead, faster. That's critical àt a time when the 
disinvestment ministry is looking at selling off IOC in 
lieu of Bharat Petroleum Corporation. Despite the 
threat of splitting IOC, the mood at the company is 
gung-ho and major investments are being planned. 

Right now, the action at the corporate headquarters 
is to consolidate the core businesses — refining and 
marketing. Says IOC chairman M.S. Ramachandran: 
“We are looking in terms of supply chain management, 
which will ensure optimisation right from refining to retail.” 
That's imperative now as private operators will start rolling out 
their retail outlets by early 2004. 

While that is happening, IOC is expanding its muscle acr- 
oss the value chain. This means getting into more oil explo- 
ration blocks, adding refining capacity, extending the pipeline 
network, getting into gas imports, expanding the petrochemi- 
cal base and opening more retail outlets. 

To start with, IOC has tied up with Oil and Natural Gas Cor- 
poration for a discovered oilfield in Kuwait operated by BP 
(formerly British Petroleum). Then, along with the Gas Au- 
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2000-01 2001-02 Growth (96) 
Sales (Rs cr) 119,889.30 117,106.90 
Total assets (Rs cr) 57,160.60 56,434.87 
Profit after tax (Rs cr) 2,720.30 2,884.66 
Return on assets 4.76 5.11 


thority of India, it is planning to import 5 mt of LNG annually. 

As far as refining is concerned, the Panipat refinery capac- 
ity will be doubled by January 2005. The expansion of the Hal- 
dia and Mathura refineries are awaiting approval. The Chen- 
nai Petroleum refinery will be expanded by January 2004. 

IOC has just started work on the petrochemicals front at 
Panipat. Here it is setting up the single largest PTA (purified 
terephthalic acid) project in the country and a paraxylene 


| plant. Apart from this, its linear alkyl benzene unit in Gujarat 
| will be operational by 2004-end. Apart from that, there are 


plans to set up a naphtha cracker in Gujarat. 
To feed these plans, IOC is adding more 


M. S. Ramachandran: pipeline muscle. It's building the 610-km, Rs 371- 
. The oil PSU is expanding crore Chennai-Trichi-Madurai product pipeline 






and the Paradip-Haldia crude pipeline. 

In retail, IOC has tied up with Bharat Sanchar 
Nigam (BSNL), the Tatas, and the Bill and 
Melinda Gates Foundation for additional serv- 
ices. BSNL will help provide a tracking system for 
truck companies. The Tatas will provide truck re- 
pair facilities at select stations. And the founda- 
tion will provide information on AIDS awareness 
to truck drivers at the highway retail outlets. 

Of course, all this could change if IOC is split 
and disinvested. IOC has already prepared a pa- 
per for the government. Meanwhile, the oil mini- 
stry is looking at various options, say, hiving off 
the retail arm. That could decide if this Fortune 
500 company will be on that list next year. 
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story 


Bharat 
Sanchar Nigam 


RITHIPAL Singh is fast emerging as the 

bete noire of Mukesh Ambani, Sunil 

Bharti Mittal, Asim Ghosh and all other 

mobile telephony supremos. Ever since 

the Bharat Sanchar Nigam (BSNL) chair- 
man and managing director launched a mobile 
telecom service last November, he has snagged 
around 4.1 million customers. That makes BSNL 
India's second-largest mobile service provider af- 
ter Bharti’s Airtel (4.6 million). 

The implications of this for BSNL are enor- 
mous as Singh believes that, around 2006, BSNL 
will end up with more mobile customers than 
fixed-line ones. Today, India has 50 million fixed- 
line customers and 20 million mobile users. But 
fixed-line growth has slowed to a crawl, to a mil- 
lion or two users a year, even as mobile numbers gallop ahead. 
In 2002, there were six million mobile users, which doubled to 
12 million by March 2003. The industry expects these num- 
bers to grow to 24 million by March 2004 and about 50 million 
by 2005. “So, around 2005, you could expect the overall mobile 
numbers to start resembling the fixed numbers,” says Singh. 

He is also pretty sure that BSNLs growth will not slow down 
between now and then. “Our mobile numbers in 2004-05 
should be in the range of 17 million-20 million,” says Singh. 
Around 2005, BSNL's fixed-line users are expected to be about 


SU is giving private 


telcos aa 


2000-01 
19,995.24 


2001-02 


Sales (Rs cr) 26,774.20 


Total assets (Rs cr) 76,710.19 87,551 


Profit after tax (Rs cr) 1,280.66 6,312.17 


Return on assets 1.67 7.21 
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40 million. So assuming the explosive growth in mobiles con- 
tinues, Singh expects the mobile numbers to catch up and, 


| perhaps, overtake fixed numbers anytime after 2006. 


But that will place Singh in a unique dilemma — after a few 


years, which part of the business should he focus on? This 


could well turn out to be the strategic issue for the country's 
second-biggest company. Sure, some of his competitors, like 
Reliance, Bharti and the Tatas, also have plans in fixed teleph- 
ony. But the number of their fixed-line subscribers is unlikely 


| to grow as fast as their mobile users. Also, given that they en- 


tered the fixed business only recently, it's unlikely they 
will see the kind of mobile-fixed parity that BSNL will. 

Singh says much will depend on the revenues the 
two lines of business throw up. Today, roughly 90% of 
BSNL's revenues come from fixed telephony. "My sense 
is, within the next few years, the tariff on mobiles and 
on fixed lines will be similar. So revenues that come 
purely from talk will somewhat be equivalent if the 
user numbers are roughly similar," argues Singh. 

But the differentiator will come from the value- 
added services. "Thatll determine my revenue 
streams," says Singh. So what could it look like? Singh's 
not saying much but the options before him look pretty 
much like this: in mobile, you could pay for all pur- 
chases using your cellphone, which is already linked to 
your bank. In fixed lines, there will be SMS services. 
Here, too, each person in the house can have a pass- 
word for individual SMS messages. 

These days, BSNL is more in the news because ol 
the aggressive moves it's making in mobile telephony. 
Even within the organisation, employees, especially in 
marketing, are being shifted to the mobile operations. 
BSNLs fixed-line business is seen more as a fuddy- 
duddy legacy operation for the company. But dont be 
too surprised if, in a few years, BSNL starts making all 
the news on the fixed telephony side. 


D.N. MUKERJEA & ANUP JAYARAM 


3 NOVEMBER 2003 


DILEEP PRAKASH 








E 
v 





Pstory 


State Bank 
of India 


IZE is no longer might. Government be- 
hemoths used to lording over their sec- 
tors are waking up to new market reali- 
ties. Tiny, nimble players are catching up 
fast. Which is why you see organisations 

like the State Bank of India (SBI) changing today. 
Earlier, its massive network of 9,000 branches 
was enough to keep SBI’s vaults full. No longer so. 
Today, to stay ahead, it will have to woo cus- 
tomers spoiled by the facilities offered by rivals. 
"The way business is done is changing," admits 


Learning 
to sprint 


SBLis gio longer banking 
on sheenigtilk to. win 


2000-01 
29,755 


2001-02 
33,781.48 





Sales (Rs cr) 


Total assets (Rs cr) 315,644.20 349,392.70 





Profit after tax (Rs cr) 1,604.30 2,431.62 









0.5 





Return on assets 0.7 





BN. Venkatachalam, managing director, SBI. 

Venkatachalam feels that the bank needs key people who 
understand technology, marketing, strategy and operations. 
And theres only one way of going about it. "Everything boils 
down to people — can I reskill, retrain and retool my people in 
good time?" he wonders. Venkatachalams concern is under- 
standable. Most of SBI's employees are 50-plus and lack the 
skill-sets to meet the needs of today's busy customers. Take 
home loans. For all its new-found aggression, SBI still waits for 
people to walk into its branches. But today’s market dynamics 
demand that it service the customer at his doorstep. 

The private banks have been extremely aggressive through 
the direct selling associates (DSA) model. SBI expects its em- 
ployees to play that role. “I have to retrain our people so that 
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BN. Venkatachalam: 

The challenge is to build 

capabilities and upgrade | 
 Skill-sets 








they are comfortable with concepts of CRM, market- 
ing, and cross-selling banking and insurance products, 
credit cards and mutual funds," says Venkatachalam. A 
good start has been made with its tie-up with Maruti 
Udyog; SBI now finances over 4,000 cars a month. 
Given the financial clout enjoys, SBI thinks it could 
be an important player in the treasury market. "The 
bank has the resources. If only I can build sufficient ca- 
pabilities, upgrade my technology platforms for deal- 
ing and trading, I think I can definitely take advantage 
of the movements in the market without risking my 
capital," says Venkatachalam. Apart from treasury, for- 
eign exchange and structured finance are other key ar- 
eas where it could do with some more people. Some 
have been trained, but not in the required numbers. "'I 
would like to have 100 people sitting in my dealing 
room. But we have less than 10," says Venkatachalam. 
Today SBI offers plain vanilla credit products. But it 
would like to offer structured products that suit cus- 
tomer needs: bundle credit with forex, or a forex loan 
with an interest and currency swap, bundle credit with 
forex, or a forex loan with an interest and currency 
swap. Likewise, it would like to understand how the re- 
tail market is going to be five years from now and how it 
could minimise risks: should it securitise its loans and sell 
them? Or should it invest in securitised loans of others? 
Meanwhile, SBI has put in place a system of fast-track pro- 
motions for potential leaders. And, for the first time, it has 





) 











| taken 22 people from management institutes to work in areas 
| like treasury, marketing and credit management. Next year it 


plans to hire 100 MBAs directly from the campus. 

Obviously, it plans to provide them a separate career path. 
Theimplementation ofthe core banking solution will result in 
huge redundancies. It may come up with a separation 
scheme, but the challenge for SBI would be to re-deploy these 


| people in front-end jobs. 
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Life Insurance 
Corporation 


UNIL Behari Mathur may be one of the 
most soft-spoken CEOs of the Indian fi- 
nancial sector. But as the chairman of the 
Life Insurance Corporation (LIC), he faces 
some tough challenges. Given the falling 
interest rates, how can he meet the expectations 
of policy holders, who expect reasonable returns? 
[n fact, it's a stiffer challenge than upgrading the 
skill-sets ofthe 10.16-million strong sales force. 

LIC thinks the issue of returns is critical as sav- 
ings are an essential part of an individual's finan- 
cial plan in India. Internationally, people cover 
risks by providing for pensions. But in India, a 
policy is as much to protect life as to save for a 
kid's education or a daughter's marriage. 

Given the speed with which interest rates are 
dipping, the only way LIC can meetits policy holders’ expecta- 
tions is to leverage on its assets in the secondary market. It 
plans to do this by actively trading in government securities 
(G-Secs) and equities. More importantly, it is offering short- 
dated paper to banks at market price and buying long-dated 
papers from them. This way, it is assured of interest rates in the 
long term which match its long-term liability. Besides, it is try- 
ing to tie-up with long-term users of funds like NTPC, NHPC 
and NHAI by entering into an arrangement with them for 5-6 
years. Thisisto ensure a continuous deployment of funds with 


Not risk 
averse 


"Rf 
11 ma a 





LIC isdooking for new Ways 
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53,968.50 
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Sales (Rs cr) 73,655.43 


Total assets (Rs cr) 193,621.70 
Profit after tax (Rs cr) 31,981 


Return on assets 16.52 








Growth (96) 
36.48 


245,331.50 EX 
12,156.86 -61.99 | 
496 D 





THE BW REAL 500 





minimum waiting period. 

So how can it increase returns? One, by leveraging the 
price fluctuations in its existing portfolio, which can be sub- 
stantial: last year its investments in G-Secs appreciated by 


Rs 50 crore. Since it would be impossible to find a buyer for 


Rs 130,000 crore of G-Secs, what LIC is trying to do is gradually 
trade Rs 10,000 crore-20,000 crore every year and make 10- 
15% profits on that. Similarly, in equities, it would sell a scrip 
and book profits as soon as it exceeds a certain price level. 

Indeed, LIC’s investment behaviour has undergone a sea 
change. Now it has brought in a sharper focus to its sec- 
ondary operations. Earlier, it used to earn barely 
Rs 500 crore-Rs1,000 crore from secondary market op- 
erations as it traded only in small quantities and, often, 
under compulsion. For instance, if Cadbury were to 
delist, LIC would sell its holdings to protect value ero- 
sion. But today, it wants to increase volumes and look 
for opportunities. The idea is that at least 1% of LIC's in- 
cremental yield should come from secondary market 
operations. Which means booking profits of Rs 2,500 
crore-Rs 3,000 crore annually and growing it 10% every 
year. "Earlier, we were very conservative and risk- 
averse. But you need to be proactive," says Mathur. 

So, when it thought Hindustan Lever (HLL)was a 
good buy and wanted to pick up 10 lakh shares, it 
quickly revised the target. Since HLL has a large float- 
ing stock, LIC felt it should target 50 lakh or 1 crore 
shares even though it may not get so. 

"Thats the change in LIC’s outlook today. Earlier, it 
was not willing to take risks nor was it required to; it was 
earning 12% on G-secs!” says an insurance expert. 
Similarly, it is trying to increase rentals from its com- 
mercial properties across the country to partly offset 


the loss in income due to falling interest rates. The 
question is: will that be enough to sustain its returns 
and policy holders' interest in the long run? . 


RANJU SARKAR 
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2000-01 
28,008.30 
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Total assets (Rs cr) 29,875.50 56,776.27 


Profit after tax (Rs cr) 2,645.60 


Return on assets 8.85 





Reliance Industries 


T may seem almost ironical. In the next few years, Re- 

liance will invest more money than it has ever done be- 

fore in everything from petrol pumps, power projects to 

biotechnology. Unlike its core petrochemical and oil re- 

fining business, by all accounts, these new businesses will 
have a gestation period of 2-4 years — and are, therefore, likely 
to drag down the overall returns ofthe group. 

On 17 October 2003, however, Reliance's share price closed 
at an all-time high of Rs 489.10 on the Bombay 
Stock Exchange. The market capitalisation also 
peaked at a stupendous Rs 68,296 crore. Stock- 
brokers Enam Securities' latest report on the 
company recommended that investors buy the 
stock at Rs 485. So what's cooking at India's only 
Fortune 500 private sector company? 

For one, the tide is changing in its core petro- 
chemicals business. During the second quarter of 
the current year, Reliance’s profits grew 29% on 
the back of expanding margins in petrochemi- 
cals. Both volume growth and price increases 
were visible in all its major products like plastics 
and synthetic fibre. Petroleum refining margins 
are also up 1096 compared to a year ago. A JM 
Morgan Stanley report says the petrochemical in- 
dustry is set to enter a 12-24 month upcycle due 
to the dearth of global capacity expansion. All this 
is expected to turn in bumper profits for Reliance 
in the next two years. This will see the groups cash 
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*Reliance Petroleum merged with Reliance Industries 
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flow jump from Rs 6,900 crore last year to Rs 8,200 cro: 
in 2004. But that's not all. Reliance Industries chairma 
Mukesh Ambani told BWin an earlier interview that i 
the first full year of Reliance Infocomm in 2004-05, tk 
total cash flow of the group would be betwee 
Rs 19,000 crore and Rs 23,000 crore. For 2004-07, th 
group would have Rs 75,000 crore at its disposal. Bu 
with so much cash sloshing in the system, Reliance wi 
be forced to change its capital allocation model. 

The changes are already apparent. In the mic 
1990s, when the company’s cash flow was Rs 5,00 
crore per annum, it had chosen to embark on projec 
that needed a Rs 25,000-crore investment outlay. Th 
was essentially in keeping with the founder chairma 
Dhirubhai Ambani’s philosophy of investing five time 
the internal accruals in new capital expenditure. Nc 
surprisingly, these capital-intensive businesses did nc 
throw up cash immediately. The result: while Reliance 
turnover doubled in a space of three years, its return o 
capital employed hovered around a measly 10.3% ¢ 
the peak of its capital spending binge in 1996-97. 

This time though, all the big capital investment 
will come out of Reliance's own internal cash accrual 
In FY04, all the Rs 7,000-crore investments will b 
made from its anticipated Rs 8,200-crore inflow. Be 
sides, the Rs 9,000-crore Reliance Infocomm project i 
on course to achieve cash break-even in its first year c 
operation. Since the internal accruals are large enoug 
to fund the remaining capital expenditure of Rs 10,000 cror 
on the Infocomm project, the group will have to shell out fe 
less now. The debt-equity ratio, which fell to 0.62 last year fror 
0.86 in 1998-99, will come down further. 

From now on, the challenge will be to invest what its earn 
without depressing the returns for the group. Already, despit 
ample cash-flows, the individual businesses have to compet 
with each other for capital. Only projects which guarantee 
minimum return of 20% on equity go up to the board. L. 


T. SURENDAR 
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Tata Sons 


S the holding company of the Tata group 
of companies, Tata Sons has traditionally 
wielded enormous influence and power. 
Arguably, a lot of that is due to a huge 
cash-generating machine called Tata 
Consultancy Services (TCS), which is a division of 
Tata Sons and accounts for 98.9% of its revenues. 
And sooner than later — some say in the next six 
months — the Tata Sons board will have to de- 
merge TCS. So what happens after the demerger 
takes place? Will the holding company continue 
to maintain its position of influence? 
The answers aren't easy to find. But, for one, if 
the TCS demerger does go through, this will prob- 
ably be the last time that Tata Sons will make the 


nancial angle, there isn't likely to be any real 
changes in Tata Sons' role in the group. Inside 
Tata Sons, a separate management committee handles all is- 
sues relating to TCS. So once TCS is demerged, this committee 
will then assume all the responsibilities of the TCS board of di- 
rectors. Tata Sons will go back to playing the role that chairman 
Ratan Tata set for it: a part of a strong corporate centre that 
helps the $11.2-billion Tata group retain its cohesiveness. And 
that role will continue to evolve slowly and gently as most 
things do in the distinctive style of the Tata group. Says 
R. Gopalakrishnan, executive director, Tata Sons: "It is like the 
constant rewiring of a neural network." 


Rethinking 
Tata Sons 


Will the company’s role 
e TCS IPO? 
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From 1999, when group chairman Ratan Tata set up the 
GCC (formerly Group Executive Office) as a subset of Tata 
Sons, it has defied the traditional Western model of the corpo- 
| rate centre — that of insisting upon complete focus within a 


group. Instead, the corporate centre adds value to a bunch of 
loosely-connected businesses ranging from trucks to hotels. 
So far, it has done so in four different ways: protect, develop 
and leverage the Tata brand; institute the Tata business excel- 
lence model to raise the quality of processes in each group 
company; drive a set of HR initiatives to manage careers 
across the group and set up business review commit- 
tees (BRCs) to monitor the strategy of individual firms. 
It has been a delicate balancing act. For instance, 
the BRCs have no statutory authority over the compa- 
nies they control. Though they act like de facto boards, 
they are not. Gopalakrishnan, ever ready with a good 
metaphor to explain a situation, sees it as a planetary 
system. The GCC is the sun exerting just the right 
amount of gravitational pull towards the planets. But 
not too much, else the planets crash into the sun. 
Initially, there was ample resistance from the indi- 
vidual companies. But today, things are gradually set- 
tling down. The GCC that originally started out with 
four members has expanded to include J.J. Irani, 
N. Soonawala and Krishna Kumar. The recent decision 
to sell Tata Infomedia was made by the GCC and imple- 
mented by the board of the company. The individual 
companies, which had got used to complete inde- 
pendence in J.R.D. Tata's tenure as group chairman, are 
now increasingly becoming more accountable for per- 
formance. Says Gopalakrishnan: "The BRCs play a 
tremendous role in the quality of discussions. There is 
now a certain tension in the performance culture." But 
even Gopalakrishnan admits there is plenty left to be 
done to drive the performance culture into the innards 
ofthe 130-year-old group. 2] 
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The plates collided. The Earth trembled. The forests drowned. 
The mountains eroded. The sediments flowed. 


Millions of years passed. 
14th August, 1956. ONGC was born. The first onshore discovery 
came in 1958. Offshore, the first discovery was in 1974. 


ONGC Day, 2008. Reserve baee of 6 Billion Tonnes of Oil & 
Oil-equivalent Gas in India. Daily production of 1 Million barrels. 
Discovering, producing, transporting, processing and now, refining 
marketing more and more hydrocarbons. 


and 





Wherever you are in India, chances are that the warmth of your 
satisfaction comes from the products that ONGC made from the Oil 
Gae that ONGC produced from the reservoirs that ONGC discovered. 


ONGC. Touching the Indian Life. 
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Oil and Natural Gas Corporation Limited 
http:/www.ongcindia.com 
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of medical history. 


While the NGO that Chandra is 


associated with has already helped over seven 


lakh people get back on their feet. 
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you at any business school. 
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Sometimes an ordinary Indian can make a 

Rs 120,000 crore company feel humble. 

Even if it's a company committed to developing 
innovative solutions to improve day-to-day life. 
Like inventing IndMax and Indalin technologies 
to enhance LPG yield. Or developing over 2100 
lubricant formulations for use in the marine, 


automotive and industrial segments. Or even 


working on a road map to use hydrogen as a fuel. 


Simply because, we know that for 


every step we take there's an inspired Indian 


like Ram Chandra leading the way. 
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HEAVYWEIGHTS 
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Central Coaltields | 2,7622 | 8 44614) 65) -1115 | 
_ Airports Authority of India | 22448 | 4 48684| 66 2670 





Western Coalfields | 3,680.4 | 2 32452] 44 10017] 28 31] 2772 
| ACC (3,265.5 | 8| 35033, 46 1304, 40 37| 2816 
| Wipro | 3,486.5 | 5 3,170.9) 569 8661) 248 273 | 10080 
_ Hero Honda Motors | 4,4719 | : i I : x I 
| Oswal Chemicals & Fertilizers 

National Fertilizers I | u 

North Eastern Electric Power Corp. U 2| 0, | 5391 6| 

Reliance Communications Infrastructure’ | 81 2 5,8035 | 


| Southern Petrochemicals Industries Corp. — Aij 20.15 | 2i | 
ITI (24322) 7.0 30783 142 216 
Numaligarh Refinery^ | 2,261.3 116, 712.5} 3,202.5, 9.1 123.0 | 
Gujarat Ambuja Cements® 1,584.1 | 3 38573| 15.6 1865 





—————nn Kuwa 


; Jaiprakash Industries I KE 8 3,838.9 | 69 128.0 

| Konkan Railway Corp. | 8| 8 50857| 74 
Infosys Technologies | b | i | 2,562.1 | 59.6: 

| Zee Telefilms | 4065| 190 47204 | ! 


_ Mahanadi Coalfields 2 | 9; 3,068.7 2i 

_ Hyundai Motor India! 4 | 3,022.8 | 9 1947 76 1720 
| Bharti Tele-ventures | Q0 0, 49654| 1568 0.1) 
| Tata Chemicals | Ai | 6 1268 | 


| Nirma | 2,276. Jj 2,539.8 | 
; Ranbaxy Laboratories? | 2,1624. 0| 2,5220; 
; Chambai Fertilisers & Chemicals | 1,922.1 8 2,7259 | 

Himachal Futuristic Communications |! 9707| 5| 3,618.2) 


Ballarpur industries? | 1,552.9 3| 2,939.8 | 
Nagarjuna Fertilizers & Chemicals ! 1,081.8 9; 3348.1; 
| Arvind Mills’? | 14794 3| 2,944.5 
| Rashtriya Chemicals & Fertilizers | 2,072.2 6.3 2,307.2 





For definitions, explanations and notes see page 80 
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Company 


0| 33 -40| 
x x | x | 0.9) 071 4424. -07 | 
_ Satyam Computer Services |. 17319) 604 2,183, 5 741 4494| 260 | 20.6 | 566. 8. 232 | 
6 | 48 


Uttar Haryana Bijli Vitran Nigam x 18914 446 20036 306  -619| -33 3. 
' Reliance Ports & Terminals’. | 8065| 492. 3405 09 -210| -26 0 


AMPIA A BARA TENTERA 








| Maza on Dock - S 7378 434. 5. 18.6 | 25, -06 | 

IDEA Cellular’ |. 3213 1142 | 3436. M 5. 2419|-753 

_ Escorts | 14,2384) -78; 25109] 35 81) 07) 

_ Great Eastern Shipping Co. (o 11724] 140; 25366] 33, 207.5) 17.7) 

! Ruchi Soya Industries - 2844 216 ; ! | | 

| Duncans Industries: 12.13 | 1,198.8 | 54! 2, | | 2| 

; Dr. Reddy's Laboratories (007118 | 863. 18448 | 0 4597 269. 

; Gujarat Narmada Valley Fertilizers Co. | 14913] 103 2,050. 2 _ | Ph | 48. | 

| | x  T94| 432 28258 1487 986| 139 | 

X Tehri Hydro Development Corp.34 x | x x -| | | -| | 

. Jindal Strips : 18012. 47 19803, 30. Ti ?1j 16| 1257] 22 | 
| 
| 
| 




















= Crompton Greaves = 17558) 27 16894 -80. 1j 02 02; 484 
ndian Rayon & industries | | 15501] 143: x x x 

20 ‘Hindustan Zinc |. 19294; 128 d 5 680 | 35. 45. 134.5) 

|14 Jindal Iron & Steel Co. : 1147] 42; 22141 | | 85 -685 -6.2 -31| -237 -4.0 

13.5 | -363.8 -13.1 | 







_ National Jute Manufacturers Corp. x 611/282 31785| 127; -364.3 -596.6 
' Bharat Earth Movers (014318 | AE 1,788.3 56 54; 04 
. Tata Teleservices (Maharashtra) |. 2525 989 28887| : 448.5 | 588 ( 5.1 | 7 | 
Indian Aluminium Co. . 15961, 143 15966 HT] 72) 73| 1793 95 | 
= Gujarat Industries Power Co. |. 8473, 333 22614 249 29 11| 1630 13 
. TVS Motor Co. . 222136 198 x | 589. 24. Ai 110 
. JK Industries! 4 | 13326 -04 1, Lud 21 
| HCL Technologies? |. 7234| 345; 2,310.6) 341; 402.0 | 556. 174 
. National Mineral Development Corp. |o 14300] 19.6: 1,871.3) 123; 256.6 | 227 
| BPL (12979 -197 | 99 379) x 
48 ^ Indian Charge Chrome | 1531, 286 2,7848 159  -378.0 -247.0 -13. 
26 Haryana Power Generation Corp. ^ | 7952) -08 21395 91. do 
NA Bharatiya Reserve Bank Note Mudran^ — — 570.0 171 23465 -18 796 | 
-Cipla 1,458.5, 374. 1,413.8. 
fiance Utilities & Power" — — — — RT 719 24437 72 
| BPL Mobile Cellular! ^ .  2678| 492. 25817 130 

. Tata International | 19521| 82 8923 -64. 
Garden Reach Shipbuilders & Engineers — — 5172 242 2,307.4] 18 F 
s Mukand |. 7664| -53 20565 13.1 
. Eveready Industries (India) . 883.9, 30 19304 221 
. Ford India | 10579 713. 17444| 14 
_ Usha Martin | 10351 64. 17213| 104. 
. Nestle India? | 19273| 11.6, 853.9) 95! 
lemícals, Travancore. = > 433471 108. 14305 75 








































49.6 12 

4374 | 19.1 

296.5 18.6 
|! 26 


tgo od vitem EA N oaar 
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HEAVYWEIGHTS 






i 
Apollo Tyres | 1,713.0) 126; 
Raymond | 9917 233. 
EID-Parry (India) | 1,508.3) 162 
Motor Industries Co.? | 16139| 32! 



















Moser Baer India i 680.6 | 109.7 1009 215.8 | 
Bharti Mobile |. 44431006 | 2,093.5, 355. -11.1 | 25; -0.5 | 
Container Corporation of india | 12865| 244 1,240.2, 209 2495) 194 u 
Indian Hotels Co. 600.2 5] 1,926.3) 110; | 





































Bennett, Coleman & Co." , 1,400.6) 267! | 13.6; | 
Bongaigon Refinery & Petrochemicals | 14801] 15] 1 025. 5| 97 -198.6 
Asian Paints (India) | 1,6623 | | 40| | 
Siemens® | | 













Madras Fertilizers!5.16 x : 
Hindustan Photo Films Manufacturing Co. — 31.0, -29. 24279| 159 
Bhushan Steel & Strips | | 12643| 5.6) 
Gujarat Alkalies & Chemicals 25; 














1,464.3 | 








Ispat Metallics India? 
Essar Shipping 
Lafarge India? 
Ahmedabad Electricity Co 


23368| 11.3. : 
1,844.6 | - -934 | 172. 
1,510.9 | (566 














Li 
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MORE 



















Hindustan Copper' 
Sify 


426| 2,155| 369. 7 
Zuari Industries I 


1,0129] -12.2 
1,245.5 175.9 : 
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i 

| 
DRE 199 2032. 

Es | 
1,586.1 | | 81 
183821 160. 


Tata Tea | 7625| 
Hindustan Cables x 
Parasrampuria Synthetics 










Castrol India2 x | 751 725861 04 | 8 x x 
Indian Drugs & Pharmaceuticals | 78 | -7.2 2,107.2) 150: -250.6 | -3,200.1 -n8| -249.1:-142 | 
Madras Cements | | 12966 132 257| 31, 20) 866; 26) 
Videocon Appliances? 11385| 53 30: 952 32 | 






















MEE 1,892.0 or i : : : | 
202 14436] 346 1076] 166 75 1466 87 | 
426. 19570 65 -125.14] -986 -64) -797 -38 
294 1,246.0) 17.4. | x x 


Mardia Chemicals 

Jindal Steel & Power | 6441 
Core Healthcare I 126.8 
ircon International 829.2 























































Paradeep Phosphates!4 | 1043 -208 1,364. 6| -07 
Engineering Projects (India) | 3675 624 17004| 74 
Philips India? | 15287| -64 5385 | 115) 
. McDowell & Co.’ 12847| 133 7798, 65 


i i 









For definitions, s. and P see page e80 
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Company 














37| 59| 588 102 | 
206, 73 1985 | 79 | 
x 67 | 82] 


HCL Infosystems? | 12613; 
GTL | 53238 

Hindustan Motors | 12058 
Pentamedia Graphics 441.7 











i ; 

9 7790 99| 46.4 
-7.7 | 15038. 283 1099| 
18.4  8150|-164| -339 
















DCM Shriram Consolidated 
Whirlpool of India? 
Dabur india 
Usha Ispat'!.!8 







1,056.2 
1,102.7 
1,167.6 

220.3 | 










53, 8558| 01 91 
56. 7789 42| 650 
1,723.2) 148 | 













56 84 
-338.6 | -43.3 








| 
oH 10.6 | 
1-534 | 













| 12190) 
- 1,9381! 







Bharat Aluminium Co. | 7209 
Vadinar Oil Terminal? | “| x 
Prakash Industries! 4 | 5164] 30 14178| 
HMT | 3025| -36.8 16274| 
‘GlaxoSmithKline Pharmaceuticals? — ^. — 1,1432] 134 | 786. 
Aurobindo Pharmaceuticals 103851 
Spice Communications'®. 20 244 
Tube Investments of India 10766; 
JK Synthetics 66431 








| 983 |-16.5 | 
M6, 08 



































843 | 97 | 
| -89.9 | -8.6 
641 | 6.6 
48 -55 
729 | 124 
7111. 29 
61.0 | 207 | 
976] 62. 


























Rallis India , 10580. - 
Flex Industries | 686.0 | 
Alstom Projects India?! | 9053; 
| Tamilnadu Petroproducts || 7837| 


| B417 
18.0 12120! 
jeu 981.7. 

1| 1,100.3 | 












| Modern Syntex (India) ^ BE | 572| 4 08. | 
| KEC International | 5095 278. 1 348.7 | 
Nicholas Piramal India 955.3 | 39.6 | 882.4 | 


| 
: Bombay Dyeing & Manufacturing Co. 895.9 x 


























1,250.1) 
157 1,199.0) 
sae 












Engineers India U | 
Hindustan Paper Corp. | 656007 
Jindal Thermal Power Co. i 541.9 | 
Hy-Grade Pellets! / 4 x 







726 36.4 | u 
104| 45 175 54 
47A | -4.3 | -43.2 -46 


















124 | 
60. 


145.3 | 243 
920. 272. 
| 354 16. 
ene sas 
1798 | 48 | 
-223.2 -24.0 
612 63. 
737 37 | 


GlaxoSmithKline Consumer Healthcare? | | 
Colgate-Palmolive (India) | 11609; 
Voltas | 942.3 | 
Godrej & Boyce Manutacturing Co x I 












172 | 
116 | 























« Pentasoft Technologies I | 
_ NTC (Maharashtra North) x 602 | 66. 1,679.1) 
| Hindustan Inks & Resins : 877.7 
| SRF 970.8 














3720-133. 
56. 
























| 469 | 10.3 
| 1558 | 42. 
843| 52. 


Hind Lever Chemicals?! 
Gujarat State Electricity Corp. 
Morepen Laboratories 

Hutchison Essar Telecom? 
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It's the same with PCs. There’ 






The original IBM PC experience. 
Now enhanced with special offers. 
Everything else is a poor imitation. 


Visit www.ibm.com/shop/in for more information or 
write to us at response@in.ibm.com 


IBM recommends Microsoft" Windows’ XP Professional for Business. - 










| (XP Pro) 






E^ 
+ 
i 
i. 


n 


| Screen Size 


| Others | 


i 


(Optical Drive 
i Graphics. MN i s 


pda ies 


| Estimated Street 
x Price fin Rs.) 





PEMB DOR 


| 40 GB HDD 7200 RPM 
Hi EMS 


IBM Rapid Reston m Ula" 


| 49490/-* 


s A 30 Linux advantage: 


at 8.0 bundie 
and office application software like: 


ncluding self install 


MP e Anarho web browses 


nkPad special offer: 
ThinkPad Fi Series 







Processor Speed Tabile intel” Pentium" 4 





Memory | 


Hard Disk Drive u | | 406 GB HDD 





d ?MB Vig ad RAM 


Operating System Windows? XP Poesi ona 
Security x Embedded Security Si hound 


3 yr global ware 


387 ems XGA TFT 








119. 900/- " 


 gxita. "Ali GUDER de 





ner iid 4 Processor 


nte A 8456 7 Chipset 


| System Migration Assistant". | 
| Access IBM | 


gU mme nac 


Processor 22 GH: - M 


DVD- M "D RW Combo D nive 


aniy 


ThinkLight Keyboard Light 


¿Ja NAY rack Point + Duch pad! 


TESS Sea! BXIT 


^ — m meme nnns e 


28 UN 







- Common Specifications 
pouces ! Serial 1 Parallel 6 USB 20 Ports e 3 PGI Siotse Manageabilily Sallware RDM/SDA/e Lolus Smart Sue (license! 



























128 MB DD 
5 r Water i: BABEL i ips = o 
indo dows” xP Prof Pretoad E Ped Hat in 


33,490/-* 





P office ony e Mt Project e Ximian Evolution e Mozilla web Browser 


il 








| Processor Speed 


| Hard D Disk Drive 
Optical Drive 


| best-sellers 


uf offer; IBM ThinkCentre A Series (Special Festival 999 Offer) 


Jactor (Prelogd) e 3-year miled warmaly e Opica wheel mouse Steel chassis design e. inier" 10710 











i ux «80 


jems (CRD Speakers 


I Colour Monitor. 





uiisqa mien Sve Adan ein APION UBER CER SPRRECHDSENUL INDEED RE 


Features 









Fax Modem. : BAM 
| Operating System 


ThinkVantage Technology - 


Estimated Street Price (in Rs.) 









integrated Ethernet 


(Multimedia } 











Win dows" ^ XP Hume J BM jj i 
381 ons (CR T 





IBM Rapi if Restore T £ | 


: System Migration Assistant * * | 





© Access IBM 


49,990/- * 


MEAT en — nerna 


I REG Epson ijt Printer | 


Enhance your ThinkCentre Experience 


PART NO. _ DESCRIPTION 











inp 
intel? 


Connection 80211 b 


£90 ME DURAM 
40GB HOD 


16 MB video RAM - 


- Estimated Street 
| Price (in Rs.) 


145,000/- * 


Enhance your ThinkPad Experience. 


OP Hd 


PARTNO. DESCRIPTION | END CUSTOMER - 
|! PRICE" (Rs J 


I 42g 
P 3] 


BM 54MB 
LSE Memory Key 





Fart Repicatu f 


x OF re CERES ratui has PD OS SKT DOS 
# fO GRAS TRESS QSUOUE HR OVES DOS 






o] Centrino Mobile Technology 
Pentium" M. Processor 1 4GH? | 
intel’ PRO! Wireless Network 





Intel” 855 Chipset Family i 
266MHA) x 


Oni ly on Media ia SIC 


À Win dows" XP Protessional 





| END CUSTOMER 
PRICE (Rs) — 
n 






| Sn Paw : 
| IBM 48X/24X48X ABX Max CDRWOVO Combination Drive | 00€ 


ThinkPad X Series (Special Projector Offer} 
Model 


IBM ThinkPad R46 - 

Common Specifications 
# Intel, 10100 integrated theme! 

e 55 Kbns Modem 

° Lotus Smart Suite (license 


s PE Do 





rior 
+ (BM Rapid Restore Lilia ** 
* Sysk an Wiari 10n Assistant ** 
e Access [BM 

e Flemal USB FDD 144 MB 


IBM ThinkPad X31 - 
Common Specifications 
. ene FOD 

3075 omms XGA screen 
inkLight Keyboard Light 
inte?” 107100 integrated Ethemel 
56 Kbps Modem 
e Weight 164 Kgs 
Lotus Smart Suite (tlicensel 


e PC Doptor 





ahi 


* 


* 


e Uitallay on meda slice 

e I5M Rapid Restore Ulta "^ 

s 3-year Customer Carry in Warranty (Global Warranty) 
e Access (BM 








Why invest in an original IBM PC? 
For true performance, peace of mind and 
because it makes good business sense. 


What makes an IBM PC an original? To begin with, IBM 
pioneered the PC revolution in 1981. But that’s not all. For over 
twenty two years since then, IBM has continued to define what 
makes a PC an original by continuously innovating and setting 
the bar higher. And that bar currently is resting on a 
breakthrough named ThinkVantage Technologies. 


ThinkVantage Technologies are a revolutionary set of hardware 
and software solutions designed to save data, time and money 
for you. With tools to protect your valuable data and 
communications. With solutions that make deployment and 
image management quick and easy. With easy connectivity 
almost anywhere. With access to help keep your needs right at 
your fingertips. 


Equipped with ThinkVantage Technologies, the IBM PC delivers 
best value, performance and protection for your money. 

Now thats something you just can't say about a fake (please 
refer to back page for more information). 


To check out specifications and limited special offers for some 
of the best-selling original PCs from IBM, read on. Or for more 
information, visit www.ibm.com/shop/in. 


IBM recommends Microsoft" Windows* XP Professional for Business. 


Save more over time 
Investing in an IBM means saving more over time. In fact, your organisation can save as much as Rs. 18 lakhs’ over a 
period of four years. Here's how: 





| Time to get machine-specific E | 1 | 800 |. Asset ID | 
| information like serial no., : | _ (Embedded | 
_ software installed, outdated BIOS, etc., | | |, Security 
| : | Subsystem) 
Time spent by end-user and help x 5 | 1 | 3.000 | IBM Rapid 


desk in recovering a system that Restore Ultra 


has crashed to its last backed-up x | x 


working state : 
| Time spent in migrating a user's | 3.5 | 21 | 1,050 | software | 
| preferences from old to the new | x | , Migration : 
| Total savings per year | x | 4,950 | x 
| Savings over 4 years x x | 18200 | | 
Savings on 100 PCs — | mE | 182Lacs — | 





Source: “Optimising Lifecycle Ownership Costs" white paper from Technology Business Research Inc, The above savings are IBM estimates. The actual savings could vary significantly from customer ta 
customer. IBM would not be liable for this variation. 


Here are a few innovations Choose IBM today 
you can expect to find oniy in genuine IBM PCs. To buy direct from IBM, locate a 


reseller or for more information. 





IBM F Rapid Restore Ultra software restores your PC's mE E EN 
pre-crash state at the mere touch of a button. | 


www.ibm.com/shop/in 
e-mail response@in.ibm.cam 


^ 7r Bangalore - 6787216 
Embedded Security Subsystem encrypts data, making it | pill - 24988508 














useless fo trespassers. | Kolkata - 22822126 

; Xie | Mies 

| System Migration Assistant saves time and resources by | He B Ihi pou 5 
helping integrate user-specific data, applications and settings | ET 
to new systems. | IBM Smart Centre - 1600 446666 

i (For Service & Support) 
Access IBM simplifies access to online and on-system : Weekdays 9am to bpm 
information resources and helps resolve problems on x 
their own. 
IBM Access Connections saves all your communication dE sd. rcm 
settings which simplify the management of multiple wired and = ERER a 
wireless environments. Sa 
— — es ee © 





IBM recommends Microsoft" hide XP Professional for Business. 


IBM is à registered trademark of international qua Machines Corporation in ihe US and/or other counties, Other company product or service names may be trademarks 
Or service marks of their res puits Owners. Intel, the Intel inside i pgo and Pentium are trademarks or registered trademarks s niel Corporation or its subsidiaries in the United States 
and other countnes. Microsoft and Windows are registere rade arks of Microsoft Corporation. Certain Microsoft’ software products) inc! ier with this computer may use edd 
measures for copy protection. IN SUCH EVENT, YOU WILL N NOT BE ABLE TO USE THE PRODUCT IF YOU DO NOT FULLY COMPLY WITH THE PRODUCT ACTIVATION PROCEDURES 
Product activation procedures and Microsofts Brace bol Dy y will be detaited during inital iaunch of the product, or upon certain rei don for the software productis) or contours 
of the computer, and may be compieied by Internet or telephone e charges may apply). Offer. prices. specifications and availability are subject to change without prior notice 
In case of any inadvertant errors IBM would not be responsible. ** Free download/pre-load. 
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Finolex Cables | 6523 97 1035 156  660| 
National Organic Chemical Industries |. 7484|-1837,  9054]-118.— -90.9 | -12.2 
‘en | 8915] 25 7418 72 345) 39 
769.9 8612 -41 ud 115: 
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Finolex industries@2 









| United Phosphorus 
` Hero Cycles 

Godavari Fertilisers & Chemicals 
Bhushan 


1| 49| 671) 65) 
74 105| 842 164 | 
|, 03| 95, 09| 











Tractors & Farm Equipment | | | | | | 30) 80| 
Bharti Telenet | — 1845| 812. 14079| 558 -108. | 586 -77 
JK Paper? ! 626.9 | 104.1 9546. U | i 

Tamil Nadu Newsprint & Papers 5704| 80: | 



























| 15488| x | | 
80 735.5) 57 805) 10.0 11.0 

| 1956| 498. [odi] 
13822| 18. 


Delhi Metro Rail Corp.34 | | 
IC! India |  8055| 
Redington (India)! ^ | 13450; 
Hindustan Shipyard | 15621 






1035. 18.6 
166 124 

























Ü Kirloskar Oil Engines i I | 
_ Silverline Technologies! ^ | 272.7 | 






396 1251.1 1596 1315 482 105 | 1417 10.9 
| 1,070.0, 44 | | ; To 
816.7. | | 





Mv aar Sep Rabirio ANNE e Se apa o 













Titan Industries | TO 73 j 963 C... | 
BPL Mobile Communications '.4 | 3997; 204. 11070| 101 -1115 | -279 |-10.1 | -42.6 -12.0 
Durgapur Projects’ | 274.2) 528; | 162. | | 4| -909 -118 
Dredging Corporation of India 5259 33.7. x 














< 
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10.6 -84 
115.8: 96 


» Š 


Madura Coats? x 793.9 | -13.1 

Hutchison Max Telecom? | 9695 | 34.7 
a | 
3] 
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SPIC Petrochemicals? x : 
_ Jubilant Or | 




















| 7642| 19.1- x 
85 7480 68  .03| 
| 14255| 522 | 


_ Krishna Knitwear Technology i 

_ Orient Paper & Industries | 86847| 
PPN Power Generating Co.?.^ | 

Fascel2.25 


















* Balaji Industrial Corp.' ^ | 1,010.9, 2 

_ Sun Pharmaceutical Industries | 7480 25.0 6545 166 168.6 | 
Surya Roshni | 872.6) 63 525.1) U 

Orchid Chemicals & Pharmaceuticals x | | 9544| 










225 258 1860 310 | 
: | 434 23 

















Hotel Leelaventure 12758 


Central Warehousing Corp. x 2940| 157 40613 137 900| 308. 85 
Triveni Engineering & Industries i | 7428. 94 | 7 
Jain Irrigation Systems | 





= 


Ab 412. 
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Company 


309 — Electrosteel Castings 
26 Hindustan Construction Co. 


Ñ Mafatlal Industries! $ 87 

_ Electrolux Kelvinator’? 

| Electronics Corporation of India 
, Godfrey Ane India 


> Indian Seamless Metal Tubes 
. Jaiprakash Hydro Power? 
Godrej Industries 

| Jayaswals Neco?’ 


: Bharat Bhari Udyog Nigam 


' NTC (West Bengal, Assam, Bihar & Orissa) 


; Uttam Galva Steels 
Balmer Lawrie & Co. 


Ñx MIRC Electronics 

| Greaves9.28 
Balrampur Chini Mills 
| Hindustan Times 


SSI 
| Binani Cement’ ^ 


_ Deepak Fertilisers & Petrochemicals Corp. 


: Ashima??? 


|! Supreme Petrochem9.30 

| Tata Teleservices! ^ 

_ Supreme Industries? 

_ Samsung Elec. india Info. & Telecom’ 


* Sanghi Polyesters^ 
| SIEL'? 

| Eicher 

_ Gammon India 


For definitions, explanations and notes see page 80 
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0.2 00 
603, 79. 


43.6 10.2 
| -39.5 -11.9 
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D TOYOTA Touch 


Perfection 


WORLD'S Wo. 4 BESTSELLER 





“He created an empire from scratch with willpower, passion and sacrifice. He built 
all this so that his only child could enjoy a better tomorrow... Yet when his son 
wanted to drive his Corolla, he didn't hesitate to turn him down.” 


Unbelievable? Not really. 30 million people across 149 countries will tell you 
that once you have driven the Corolla, you wouldn't like to share the wheel with 
anybody. Such is the passion with which you drive the World's No.1 bestseller. 








| ° State of the art V V T - i engine * Whopping 125 bhp * Optimum mileage Visit our site 
| * Luxurious interiors * Intelligent Automatic Climate Control AC www.corollaindia.com 


For further information contact Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080-7287073 — dentsu/tkmc/corolla/bw-3/2003 












Company 
Prism Cement? j 255, 104 | 749.6 | 37j -89 
Dalmia Cement (Bharat) x 489 59 754.4, I 
LML j 542.9 | -139 6292 
Wockhardt? x [ 





























Mysore Cements | i 
Kitchen Appliances India? | 7993 

Balaji Distilleries | 8910 
Jindal Polyester u 






202 3700) 152 52 21| 28 60| 














9064 | 
| 895 04 
| 532 6278| 64 

| 7410| 144. 





EA 2 





Narmada Hydroelectric Development Corp: ` 
Gujarat Mineral Development Corp. | 271.2 
Sahara Airlines! 4 ij 
Nahar Spinning Mills. 





<. 
r 
-~d 



























5093| 45. 
4968| -04. 
5083 15.3 










Su-Raj Diamonds & Jewellery! 
Punj Lloyd! 4 

















Goodlass Nerolac Paints 
Southern Iron & Steel Co. 
MphasiS BFL 

Bharti Telecom 














Birla VXL. : : 
Modi Rubber'2 | 6646 le 18.2 
Trigyn Technologies I | 
NTC (Gujar 






-20.6 
38. 










Bayer (India)? | 90 | | i 
JCT Electronics!.'7 | 237. 9 | -39.4 | 84641 18.1 -118.5 | 
Gillette India? | x | 
Unitech 















Kitply Industries 

Allanasons | i 
Sintex Industries | 4168 | 314 | 
SIV industries‘ j 26. 3| 283. 3 | 
Rama Newsprint & Papers 200. 6| | | 429 | 
Chemplast Sanmar | 5084 | 72 | 
Agro Tech Foods |. 7961] 250. 
Gujarat Heavy Chemicals x 465. 8 10. 1 | 










































| 
| 
toni EE | sis : npe 
Ambuja Cement Rajasthan? | 2847 E ; : | 

- 






BASF India | 5849 0/13 


Garden silk Mills" 






2 a 
For definitions, explanations ani notes : See page 80 
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At Hindalco size of operations is not the only benchmark for growth. 
Growth in our product range, órowth in our customers' satisfaction 
and trust, growth in our efficiency and growth in our confidence 
have all contributed to make Hindalco the largest integrated 
Aluminium manufacturing facility in India with ISO 9002, ISO 14001 
and OHSAS 18001 Certifications. Our product range include : ingots, 
Billets, Wirerods, Rolled Products, Extrusions, Foils and Alloy Wheels. 
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HINDALCO : 
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= 

[A L U M | N I i 

World class s aly Made in Indi 

: > i a DE PE = E WM i 3m Wire ay SU Vence Ss BAECS sg. * pe EAE S sa m e ° i xd SD Sr š D ANd ii Š A bns 

PRINCIPAL OFFICE & ‘WORKS : PO. Renukoot - 231 217, Distt. Sonbhadra (U.P) INDIA, Phone : (05446) 252077-79, 254791- 96. Fax (05446) 2921 (07 252427, E- mail hindalci adityabirla.com 


REGISTERED, MARKETING HEAD OFFICE : “Century Bhavan”, 3* Floor, Or. Annie Besant Road, Worli, Mumbai-400 025 (INDIA) Phone : 91-22-56626666, 240308491. Fax: 91-22-24727586. 243625 nail : maudgal@adityabiria.com 
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MAK ELITE Premium quality petrol engine oil API SG SAE 15W-40. Its advanced 


formulation assures excellent engine reliability and maximum output for your car. 





® 
High performance lubricants from Bharat Petroleum. MAK LUBRICANTS 






























Company 





IG Petrochemicals? 
Essel Propack?.? 
Bharti Telesonic® 
Graphite India 














_ HMT Machine Tools’ | 270.8 | 
. Binani Industries! 4 | 2925 | 
. Gharda Chemicals | 44, 2| 107 4 
| Indian Express Newspapers (Bombay)? 221. 6| : 















3 Bajaj Tempo 
x Shree Rama M 



















pier 
AMA 


pes Ñx : 


i 8 
2m 3 


s 
T] 


52 





672.9 18 
5158| 34 
3017 -15.4 
x 434.8 | 193. 
4504] ' 164 | 

| 48.6 

| -09- 
19.5. 
Brakes India 5755] 43: 
Rolta India? |. 8008| 302 
_ Saint-Gobain Glass India’ x 2244 | 20.0. 
RPG Cables | 33972] -115 598.2 





Rajasthan Spinning & Weaving Mills 
Hindustan Organic Chemicals 
; Dhampur Sugar Mills? 














_ DCM Shriram Industries®.’ 
Mahindra-British Telecom i 
Lakshmi Machine Works x 4347 | 
* Apar Industries 























262 437 | 














Apollo Hospitals Enterprise | : u 83 | 
Mohan Breweries & Distilleries! 4 |. 5253| 195 4008 48 1521 
_ Ambuja Cement Eastern? | 3668] 184 5579 1221 118 
SVC Superchem? zi - 9236) 05 - 





















7.8 5 326.3; 19.6 


_ SJK Steel Corp.? | i 

Reckitt Benckiser (India? | 59101 

National Steel & Agro Industries x 6109 | 17. 9 | 
Burn Standard Co. x 115.1 E ié 2 


214 | 


For definitions, explanations and notes see page 80 
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Joy ?/ Innovative Technology information, communication, entertainment 


Our High Speed Packet Data (HSPD) technology and transactions even while you are on the move 
makes it possible for you to surf the Internet | W To improve the life of every Indian using the 
on your Reliance IndiaMobile at amazing benefits of advanced technology, that's the 
speeds of up to 144 kbps. Explore a world of OF Gate Mo E Reliance promise. 


<> Reliance 
IndiaMobil 
The leader brings you the Joys of Innovative Technology. You can experience the Joys of RIM. n la O | e 


Simply call 3033 4343. Kar Lo Duniya Mutthi Mein 








Company 


| Berger Paints India 

| Goodyear India? 
Kirloskar Electric Co.1 12.13 

Shaw Wallace Distilleries 


pen ni 
Saurashtra Cement? 


Saraswati Industrial Syndicate? 


SKF Bearings India? 


DLF Commercial Developers?*.34 
Videocon Communications." 


, GTC Industries 
_ Concorde Motors! ^ 


Bannari Amman Sugars 


_ Morarjee Goculdas Spinning & Wvg Co.® 


VST Industries 
Bharat Gold Mines 


Pawan Hans Helicopters 
| Lucas-TVS?? 
* Sunflag iron & Steel Co. 
* Andhra Pradesh Paper Mills 


NTC (Tamil Nadu & Pondicherry) 


West Coast Paper Mills 
Kirloskar Brothers 
Abhishek Industries?’ 


NTC (AP., Karnataka, Kerala & Mahe) 


IPCA Laboratories 


information Technologies (India)35.36 


Search Chem. industries? 


Shah Alloys 

Dimexon Diamonds 
Gujarat Gas Co.? 

Sun Earth Ceramics! 


Madras Aluminium Co.? 
Torrent Pharmaceuticals 
RITES 

Wockhardt Lifesciences? 


Í| ke ca 
Novartis india 
LG Hotline CPT'.?7 


Alstom 


For definitions, explanations and notes see page 80 






| 0600.1, 92 3129| 63 314| 
| 528 78, 3356| -83 -370 
| 2305|.-364 6766] 17-1129 
| 5676 833, 33741 1086 11.6 












37. | 


4065| -1.1 | 


423.8 


29] 75! 
458 112 
1581 13.5 | 
1718 | -16.9 
96 


5224 | 114 
498.0) 154. 
365.6 | 214 | 
336.5 | : 


| 24.5 | 19.1 
4799 | 204. 


530.5} 15.8. 
3930. 6.6 499 
5663| 119 187 


443.3 | (4| 


350. 
-41.0 
3542 126 
4739 -245 ` 
429.4) 168 
406 16 


269.7 | 
198.0 | 


352.6 | -20.2 | 
3963 82; 
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| 31; 54] 
| 142; 4101 


| 


52. 


10.0 | 


EA 


428 13.7 | 


-6.5 -110| -24.2 -23.9 | 
-16.7 | -101.0 -22.0 


-49.0 
241 








35 | 








17.0 69 





426 43. 
73.9) 29.8 
124. -0.2 | 





I am the next generation in luxury. 
I am the new Optra Automatic. 


The Chevrolet Optra just got even | and the road speed to shift gears glances of envy that come your way. 
more luxurious. Introducing the all- accordingly. Which leaves you free to Take a test drive today. And 
new Optra AT, the luxury concentrate on what you experience for yourself the 


sedan with automatic like best. Driving. exhilaration of driving the next 


transmission. Its state-of- Simply zip in and out of | generation luxury car. 





the-art electro-hydraulic traffic, without ever CHEVRDLET 
"NN . ë | 'u rg = í 
transmission system bothering with the clutch f ] | EJ TRA Ar 
Computer-controlled 
measures the engine load automatic transmission. or gear. And enjoy the The new name for luxury. 


D-TEC, 115 PS, DOHC, 16-VALVE, 1.8L, 32-Bit ECM ENGINE *ELECTRO-HYDRAULIC 4-SPEED AUTOMATIC TRANSMISSION *FUZZY 
MEPESI LOGIC BASED ADAPTIVE SHIFT CONTROL * HOLD MODE *BRAKE TRANSMISSION SHIFT INTERLOCK *DRIVER'S SIDE AIRBAG 





Visit us at www.chevrolet.co.in |... . Email: customer.connect@gm.com 


Features mentioned and accessories shown will vary by model and may not be part of standard equipment «Optra AT is available In LS 8 LT models © “Service Holiday for 2 years or 20,000 km (as per service schedule), 
warranty for 2 years or 40,000 km, whichever is earlier © Chevrolet is a registered trademark of General Motors Corporation * Chevrolet Optra has been manufactured using parts and technology from GMDAT * Colours and 
specifications are subject to change without prior notice e Colours shown may not match the actual colours due to printing limitations. ENTERPRISE NEXUS 1346 







| SALES/INCOME: This is the revenue earned from the main line of business. Other ` 
; income, non-recurring income and extraordinary income have not been i 


: considered. While reclassifying main income and other income, economic activity ` 


| of a company is considered. Thus, interest or dividend income is classified as 
; other income for non-financial companies. But in the case of financial services 
_ companies, such income is treated as main income. Non-inclusion of extra- 
ordinary and non-recurring income is across all types of companies. I 
In the case of manufacturing companies, it includes revenues earned through | j 
| sale of own manufactured goods as well as trading goods. It also includes income : 
; : earned by these companies through fiscal benefits like fertiliser subsidies. Inter- x 
_ division transfers also form part of sales. 
x For services sector companies, this comprises receipts from respective 
; Services. In the case of companies engaged in the business of hotels, their i 
| income includes room rent as well as earnings from restaurants. | 
Sales is gross of excise duty but net of sales returns. Sales is also gross of 
rebates and discounts. 







1 PAT: The profit after tax is the excess of income over total expenses. The profit 
1 reported here is after tax provisions. 


rcu inte 


x | GASH PROFIT: This is the sum of profit after tax and non-cash provisions like 
"E , depreciation. 


| TOTAL ASSETS: This is the year-end value of total assets. This includes net fied | | 
: assets, investments, inventories, cash and bank balances and total receivables. In : 
; the case of banking companies, it also includes assets like advances given by — : 
; these banks. For housing finance companies, housing loans form part of total 
; assets. 


! CAPITAL EMPLOYED: This is the sum of the company's own fund, i.e., net woah | 
; and total borrowings. Net worth includes paid-up share capital, and reserves and 

! Surplus. In the case of total borrowings, both short-term as well as long-term 

! borrowings are included. 


| CAGR: This is the compounded annual rate of growth. For calculating this, a three- i 
_ year period, i.e., 1999-00 to 2001-02, is considered. in the case of data not being ` 
V available for the three-year period, a simple growth rate is calculated, i.e., growth ` 
: over previous year. Such cases can be identified from the notes. i 


x RETURN QN SALES: The net profit (PAT) expressed as a percentage of sales. 
| RETURN ON ASSETS: The net profit (PAT) as a percentage of assets. 


f ROCE: The return on capital employed. It is the net profit (PAT) expressed as a 
; percentage of capital employed (defined as net worth plus total borrowings). 
ROCE for financial companies is not calculated as they are not relevant. 


——— 


THE METHODOLOGY: For the rankings, listed as well as unlisted public limited 

; companies are considered. But as the profit and loss (P&L) accounts of some 
private limited companies like Coca-Cola, Pepsi, IBM and Jet Airways are not 
available — they are required to submit their balance-sheets but not their P&L | 
accounts to the Registrar of Companies (RoC) — they are not part of the sample, ` 
; To ensure that the ranking is not skewed towards one sector (banks and financial ` 
: institutions, for instance, have huge asset bases), the sample is further segre- — 
| gated into financial services companies and non-financial services companies, 

I The ranking is based on the average of sales and total assets. This is to 

_ include companies that are implementing huge projects. Such companies have a 

I large asset base, but a ranking based on sales would miss them. 

I Since in India, companies close their financial years at different times and 

1 companies (especially unlisted ones) have not yet filed balance-sheets with the 

| RoC, the ranking is based on data for the financial year ended March 2002. For 


— —— —Á 6 


| for the financial year ended 31 December 2001. 


i INDUSTRY AVERAGES: Growth rates for industry are calculated on an aggregate 
: basis. The companies are first classified across various sectors. Then, company 
| data within each industry is aggregated on key parameters. The aggregates are 

| calculated by taking the sum of values for each parameter. The aggregate values 
| | are used to calculate simple growth. in case of ratios like the return on sales or 

i _ return on assets, aggregates are first calculated from selected parameters for a 

i ; particular year. Once industry aggregates are available for an industry, a simple 

| ratio is calculated. 


Bur nsa. DUREE SETA At pC E E PEE ROSE REIR ERI I ER EN BR TED i 






: UNT. Values are in Rs crore except for CAGR. ni emm n ratios, which 
. ara in per cent. 

` ANNUALISED NUMBERS: Sales, PAT and cash profits are annualised wherever 
_ the accounting period is other than 12 months. 

. NC Growth not calculated 

` NA Not ranked last year 

: 1 Calculation of growth over previous year 

| 2 Figures are for the year ended 31 December 2001 

: 3 Not commenced commercial operations/Project under implementation 
: 4 Figures are for the year ended 31 March 2001 

-5 First year of commercial operations after corporatisation 

. 8 Figures are for the year ended 30 September 2002 

: 7 Figures are for 18 months ended 30 September 2002 

. 8 Figures are for nine months ended 31 March 2002 

| 8 Figures are for the year ended 30 June 2002 

| 18 Figures are for six months ended March 2002 

` 11 Figures are for the year ended 30 June 2001 

. 12 Figures are for the year ended 30 September 2001 

` 43 Figures are for 18 months ended 30 September 2001 

x 14 Figures are for the year ended 31 July 2001 

15 Figures are for the year ended 30 April 2002 

š 16 Figures are for 13 months ended 30 April 2002 

. 17 Figures are for 18 months ended 31 March 2002 

' 18 Figures are for 14 months ended 30 June 2001 

` 19 Figures are for the year ended 30 June 2000 


| 20 Growth not calculated as previous years' data available only for the year 
. ended 31 December 1999 


21 Figures are for 15 months ended 31 March 2002 
: 22 Figures are for 8 months ended 31 March 2002 
' 23 Figures are for year ended 30 September 2000 


| 24 Growth not calculated as previous years’ data available only for the year 
. ended September 2000 


| 25 Figures are for nine months ended 31 December 2001 

. 26 Figures are for 15 months ended 30 September 2002 

' 27 Figures are for the year ended 31 December 2000 

: 28 Figures are for nine months ended 30 June 2002 

. 29 Figures are for 18 months ended 31 December 2001 

. 90 Figures are for 15 months ended June 2002 

| 31 Company sold its existing business operations and it is currently implement- 
' ing a new project 

: 32 Figures are for 18 months ended 30 September 2001 

- 33 Figures are for three months ended 31 March 2002 


. 34 This is the first year of operations after being incorporated, hence the previ- 
: Qus years’ data is not available, and parameters are not acceptable 


` 35 Figures are for the year ended 31 August 2001 
. 36 Figures are for 15 months ended 31 August 2001 
.87 Companies for which data is available for only two years are not included 


. 38 In the Entrants and Exits tables (page 122), companies that have been 
' renamed (Telco as Tata Motors) or merged (Reliance Petroleum into Reliance 
; companies whose financial year corresponds with the calendar year, data is e | 


THE BW REAL 500 





Industries) have not been included 


.. 39 Not ranked last year as FYO2 was the first full year of operations after 
 Corporatisation 


. 40 ‘Others’ sector has not been included in the industry rankings 


41 Growth rates are high in the ‘diversified’ sector following merger of Reliance 
- Petroleum with Reliance industries 


: 42 Growth rates in telecom are high because of the inclusion of BSNL in FY02 
. 43 Growth rates high as it was commissioned and began operations in FYO1 


44 Growth rates high following merger of ICICI with ICICI Bank | 
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Naturally, your dealers will value-their Honda (sensels even more, 


So they'll sell more, And you || be able lo raise theie targets even higher 


I PRODUCTS 





For more details, please write to The Product Manager, Honda Siel Power Products Lid., at afeet.gaur@hspp.com 
Ph.: (0120) 234 1050-59, Extn.: 234. Fax: (0120) 234 1077-78. Visit us at www. hondasielpower com 
























































Company 


State Bank of India 
Life Insurance Corporation of India 
ICICI Bank^^ 
Punjab National ids 
Bank of Baroda 
Bank of india 
Industrial Development Bank of India 
Central Bank of India 
Union Bank of India ` 
Nabard 
indian Overseas Bank 
Oriental Bank of Commerce 
beatae Dank. 
-Uco Bank ` 
indian Bank 4 4 
Allahabad Bank 
Corporation Bank 
HDFC Bank 


IFCI 

State Bank of Hyderabad 

Citibank 

Bank of Maharashtra 

- United Bank of India14 

Andhra Bank 

Housing & Urban Development Corp. 
Standard Chartered Bank 


Dena Bank ` 

Power Finance Cots 

State Bank of Patiala 

indian Railway Finance Corp. 


State E Bank of Bikaner & pus 
Jammu & Kashmir Bank 
UTI Bank 
Punjab & Sind Bank 
dia Assurance Co. 
40 ING Vysya Bank 
- dj State Bank of Mysore 
- 44 Federal Bank 
48 State Bank of Indore 
ndusind Bank ignia. cs 
General insurance CUTEM o ot India 
State Bank of Saurashtra 


For definitions, exp. lanations andi notes see page 80 


Hongkong & & binos vo mes | 1,890.9 | 


aes Bank of TEMO: | | x 





Peerless General Finance & Investment Co.' x 
ebd Bank of India — — — — 629. 


Housing Development Finance Corp. SML i —:96093 | 15; i ee 
23, 282. 0 


6 52,613.7 


| 317562 | 


20,937.3 | 
| 174776 
6 165002 


| 155042 


| 107773 | 
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20,068.1 | 
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17,336.9 | 
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14,698.7 
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1956-20017 


2001-2020 





The quest began in 1956. 
Qn 45 years, we have found Ó billion tonnes of oil & gas 
(Dnitial Sn-place Ol 8 Ol Equwalent) in India. 
Qn the next 20 years, we aim to find another Ó billion tonnes. 


ONGCpeople. Making dreams happen. 


= 


Oil and Natural Gas Corporation Ltd. 

Jeevan Bharati Building, Tower II, 

| 124, Indira Chowk, New Delhi-110001 
Sagar Samrat Tel. EPABX : 23310156-58, 23310880 












India's first Offshore Rig. 27" year of service. 
270 kms cumulative drilling. Fax : 011-23316413 Gram : COMONG 
125" well completed. Unmatched in the world. Visit us at : http://www.ongcindia.com 





AA Mercantile 


PROMOTIONS 








Banker with Miraculous Touch 





[ passes time." 
changes the world. Rendezvous with 
S.C.Gupta, the man behind Global success 


= Action without Vision just | 


Vision with action | 


of Indian Overseas Bank. He believes firmly | 


that successful Corporate Governance can 
be obtained through corporate excellence, 
which is possible only if the organization 
carries with it the people behind it. 


"| have always felt that leadership and | 
teamwork are the two most vital but most | 


neglected facets of management. 
Leadership is all about motivating the team. 


During my long banking career | have found | 


two common traits. Every human being 
wants recognition. Secondly, warmth begets 
warmth and sets into motion a chain 
reaction of an elevated level of motivation 
and performance. | have successfully tested 
this doctrine through out my career and 
firmly believe that nothing can beat the 
Human Touch. My tools to put IOB on top 
were - 
building." - S.C.Gupta, CMD, IOB. 

IOB's Global Net Profit for the year 
ended March 2003 was Rs.416.10 crore as 
against Rs.230.21 crore last year. The net 


communication, care, confidence | 


Vision without action is merely a , from 2000-2001 to 2002-2003,the Bank has 
crossed many milestones. The Bank's total . 
| deposits in India and abroad increased from | 
, Rs.31, 808 crore as of March 2002 to | 
Rs.36,698 crore as of March 2003. Global | 
Net Advances rose from Rs.15,162 crore to | 
| Rs17,447 crore. The Global Net Interest | 
| Income as a ratio to Average Working Funds | 
| went up from 2.80% as of March 2002 to | 
| 3.06% as of March 2003. The ratio of | 
Operating Profit to Average Working Funds | 
improved from 1.78% to 1.99%. Return on | 
Assets went up from 0.65% to 1.04%. The | 
| forward, one has to change with times. At 


Bank took concerted efforts and succeeded 


in taking its Domestic Net Interest Margin | 
| to 3.14% by March 2003 from 2.53% as of | 
| 31.3.2000. EPS improved from Rs.1.21 as of | 
| 31.3.2000 to Rs.9.35 as of 31.3.2003. Every | 
| great and commanding movement in the : 
| annals of the world is due to the triumph of | 
“Nothing great was ever | 
achieved without it, "Said Ralph Waldo | 
Emerson, American Poet and Essayist. The | 
staff of the bank took up the second public | 
| branches, Telebanking at select branches, 134 


enthusiasm. 


| issue with a great amount of enthusiasm. 


profit of the bank zoomed to Rs.416.10 | 


crore for March 2003 from Rs.40.34 crore 
for the year-ended 31.3.2000. The Global 
Operating Profit for the year was Rs.794.13 
crore as against Rs.616.36 crore last year. 
IOB's business growth in the last three years 
has been phenomenal. During the period 





Well, that reposed on their performance | 
that resulted in the second public issue of | 
| Banking is available on a pilot basis at 32 
| centers covering 326 branches .IOB is one 
| address the Interest Rate risk exposure; IOB | 
is implementing the advanced concepts | 
| put in place. IOB was awarded by IDRBT in 


IOB getting subscribed more than six times. 
The ALM guidelines issued by RBI 


such as Duration Gap model suggested 


therein for measuring Interest Rate Risk in | 
| the domestic balance sheet of the Bank. 


| Also IOB feels it is time to focus on the 


S.C. Gupta, Chairman and Managing Director, Indian Overseas Bank 


extent of interest rate risk in Indian Banks 
and better systems; Necessary training is 
being imparted to their Executives handling 
these matters. Interest rate risk is sought to 
be addressed through: 
a) Derivative instruments such as Interest 
Rate Swaps 
b) Sourcing more Floating rate assets, 
which insulate the bank from rate 
volatility. 
Speaking about Redundancy of 
traditional banking methods which calls for 
innovative Methods, Gupta says," To move 


IOB we have a dedicated HRD Department 
which takes care of training/ up gradation of 
knowledge / skills of staff. Besides this we 
training them in specialized areas Viz. risk 
management, risk based supervision, capital 
markets, insurance, foreign exchange, etc at 
institutions like XLRI, JNIDB, NIBM, BTC, 
ASCI, CAB, IIBM ETC." 

"As a value addition we provide Single 
window service at totally computerized 


ATMs, Electronic credit corporate salary 
accounts, SMS Account information. Internet 


among very few banks in India where in- 
house end-to-end computerization has been 


2001 for innovative use of banking 
applications on INFINET (Indian Financial 
Network). We propose to consolidate the IT 
initiatives taken so far and develop products 
and services that will add value to our 
services that are on par with Foreign Bank 


. | branches and private sector banks. Our mid 


term vision and mission is to become the 
most competitive bank in the industry. Long 
term mission is to constantly enhance the 
shareholder value by increasing profits, " 
said, CMD 

From looking at mere accounting profits, 


| IOB is now slowly moving towards Economic 
| Profit and Shareholder Value added concepts, 
| which is expected to stabilize in few years. 


nortelnetworks.com 
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Air-India | 4 5,4330 |-119 . 154 03 03 4594 05. 
Indian Airlines | 37699 | 31 4540.7) 34 -2468) -6.6 -54| 547 -124 


Airports Authority of India | 22448 | 154 | 48684 | 66 267.0 
_ Sahara Airlines’ 4 | 5195 | 53.2 | x -34.9 


627.8 64 j 
Pawan Hans Helicopters 7458 | 35 | 622 


| 
119 | 55] 5781; 98 | 
67 56) -254 -6.3 | 























831 708 278 


















Tata Motors ; 
Maruti Udyog | 9,2512 
. Bajaj Auto (044721 
| Mahindra & Mahindra | 3,934.5 
| Hero Honda Motors | 4471.9 
| Ashok Leyland | 2,711.8 
| Hyundai Motor India! ^ | 9,0228 
_ Escorts | 12384 
. TVS Motor Co. = 22135 
Ford India | 1,057.9 
_ Hindustan Motors | 1,205.8 
| HMT | 3025 
Punjab Tractors . 1,066.8 
Tractors & Farm Equipment |. T97.9 
Honda Siel Cars India |. 8495 


3010 | -11 | 
| 4474 3.0 
| | | 96! 7008 149 
| 4,145. | 969| 25 23] 233 34 
| 1,7539 | 429. X 104 (264 | 5139 57.7 | 

























| 
x 
34 34 1879 | 48 | 
| 314.2 | 10.3 | 
| 495, 05| 
| 1021 11.0 | 
| 63 | -3.9 | 
42) 57 -62 | 
34 06 146 08 | 
| 177 15.4 | 
| 995 45 
| 716, 52 
| 126-34 
| 211 -138 
| | 09 





_ Motor Industries Co. | 2 4 
 Exide Industries | 9900 | 23  8735| 
| Bharat Forge | 472.7 | -93 | 7522 | 
Brakes India p 5/55 | | | 
Lucas-TVS22 | 

Sundram Fasteners 


Co 
NO 
e 
















. Tata Tea j 9.4 51 
McDowell & Co.' | 12847 12 | 20 | 





Balaji Distilleries |. 5910 
United Breweries (Holdings) |... 2857 
Mohan Breweries & Distilleries!.^ i 0253 
Shaw Wallace Distilleries : 


718.0 -13.3 l -41.4 -14.5 | 
4008| 48 152] 29 
| | 116] 21 | 














































Hindustan Cables | | 4 ; A -2361]-415 | 
Finolex Cables | 6523 | 97 | 10315 156 66.0, 10.1 

Sterlite Optical Technologies' | 7669 | -27.3 u | | 1002| 13.1 | 
RPG Cables | 3372 1-115 44| 13 
Nicco Corp | | -222 | -56 | 

















Bharat Heavy Electricals 7,651.1 

Siemens® ; 13856 | 101 | .8 | 

ABB2 | 10416 | 158 9570 J| 3i 63 | 6. 
KEC International | 5095 |-278 | 13487 -40 .-643,-126 | -4.8 
HMT Machine Tools! |. 2708 | 251 | 7329] 251; -707 pos -9.6 


For definitions, explanations and notes see page 80 
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35033 | 46 1304) 40 
| 8573 | 156  1865| 118. 
| md 427. 08] 01 


» ACC 
_ Gujarat Ambuja Cements? 
_ India Cements 
-4 Lafarge India? 
| 98 Cement Corporation of India 
. 8 Madras Cements 
| 1 Jaypee Cement!.17 
; JK Synthetics 
_ Birla Corporation 
) Shree Cement? 
; Binani Cement'.4 
| Prism Cement? 
| Dalmia Cement (Bharat) 
« Mysore Cements 
3 Ambuja Cement Rajasthan? 
_ Ambuja Cement Eastern? 
_ Saurashtra Cement? 
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| 15109 | 
| 20703 | 127 | 
| 12966 | 132 | 257 
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_ Gujarat Alkalies & Chemicals 
9 = Mardia Chemicals | | 

_ 8 Flex Industries | 6860 
| Hindustan Inks & Resins | 858.4 
_ Finolex Industries?? | 7699 
_ United Phosphorus | 6115 
| Jubilant Organosys | 865.5 
| Atul s 5967 
| Godrej Industries | 5579 
| Sanghi Industries!? | 616 
~ Supreme Industries? | 6752 
| Bayer (India)? | 7078 
| Chemplast Sanmar | 5084 
_ Gujarat Heavy Chemicals | 4658 
BASF India | 5849 
Essel Propack?.25 | 2607 
| Gharda Chemicals | 441.2 
_ Excel Industries | 490.0 
|. pew |! 5644 
| Shree Rama Multi-Tech$ (01344 
| Phillips Carbon Blacks | 4945 
_ Hindustan Organic Chemicals t 3017 
| Pidilite Industries | 5693 
_ SVC Superchen? ; 

-~ Search Chem inds.* 

- Wockhardt Lifesciences? 
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Infosys Technologies i 
_ Satyam Computer Services | 17319 
_ HCL Technologies? |. 723.4 
GTL | 5328 
|: Pentamedia Graphics (04417 | 
Pentasoft Technologies i 93714 | 
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Company 









12514 1596 1315 | 482 105 
| 8951, 85. 91 26 10 

9555 170  98| 37 10 
| 9267 2383. 493 23 53| 
| 10583 2390 -25.4 | 600 -2.4 
= 5658| 501. 1268 | 308 224 


Silverline Technologies ^ : 
NITS 352.1 
SSE 0643 
MphasiS BFL 180.8 
Trigyn Technologies U 42.3 
i-flex Solutions 4113 





































Mahindra-British Telecom | 520.6 42977 503 1263 | 243 295 150.9 | 38.6 
CMC : 309 104 336, 61 91 Y 


205 43; 54| 


Tata Infotech ; 
-94 -0.8 


| Information Technologies (India)35.36 696.1 


RR. ë ^ h ñ 


8 
3789 21 219 
i 

























680.6 100.9. 


Moser Baer india 





























| E | 21581 | 4| 

HCL Infosystems? | 12613 .. 779.0 9.9; 4611 37: 59 ài 
Redington (India). | 1,3450 1956 498 144) 11, 74| 166  124| 
Samsung Elect. India Inform. & Telecomm.! . — 939.8 251.3 6416 49 | 05. 20! 67 64| 
Xerox Modicorp^ |. 5483 462.1 | 12.5) -33.0 | -60 | -71| -169 | ar 
Rolta India? 300.8 6038.9 | 320; | 1 3 200; 
| 


































| Essar Projects x | 8 6 02; 127 08) 
Engineers India 9517 | 119; 1,250.1 | -94 2471 4. 5, | 20 | 33.1 j 35 
Hindustan Steelworks Construction i 257.9 | -5.9 1,487.3 Ti | 6j] -139.2 | -15.9 

_ Hindustan Construction Co.? |. 5300 | -60 804 211 0 86.4 | 129. 

_ National Buildings Construction Corp. | 9878 | 167 829 55 5 43 23 

_ Punj Lloyd!^ ; 9083 | 15.3 6240 | 12.9) 8 444 45 

_ Unitech | 2129 | -03 892 -48 6 79 20) 

_ DLF Commercial Developers33.34 I | | j 2| 9 | 262 | 

: National Projects Construction Corp. | | d 



















_ Videocon International’ : | í. 4 v 4.0 
BPL | 12979 | -19.7 1,6924 9.9 9 22| 780, 26 
Videocon Appliances" | 9764 | 54 11385] 53 293| 30 26| 952 32| 
Philips India? | 15287 | -6.1| 538.5 115 -21.1 | 141-39] 49-95] 
Whirlpool of India? | 044027 | 53. 8558| 0 | 91] 08) 14] 482) 18| 
Samtel Color | 70019 24 2| 83 298 256] 37) 34] 533 | 47| 
Titan Industries | 7277| 73; 780.2 | 131] 18) 171 364 22| 
Electrolux Kelvinator’ ? | 4766 | 544 8514 463. -144.4 | -30.3 FM -116.1 -23.4 | 
Samsung India Electronics! 27 | 9580 | 316, 3215, 548 284| 30 88 2338 | 15.8 | 
MIRC Electronics | Th6 | 46 4629| -19 341| 44 74| 436 | 102 | 
Godrej Appliances | 5304 |-142  6715| 96. -528 -10.0 9| -329 -117| 
Kitchen Appliances India? | 7993 | 202 300 152 221, 28 60, 319 | 80 
JCT Electronics. t7 | 2379 | 39.4. 846.1 x 18.1: -118.5 | -49.8 -14.0) -79.5 -217 
Videocon Communications®7 5728 | 169 3240, 124 1 3 x 
IFB Industries | | | 6547 | x 

_ LG Hotline CPT!1.27 | 396.3 | l 















Hindustan Aeronautics 27748 | 76 9,081.0 8| 124. 38| 3828 14. 
Jaiprakash Industries 15583 | 8.8 38389 1280| 82 33| 1849 54 
Bharat Electronics ; 1947.1 | 13.7 | 2,881 2 22.5 199.7; 10.3; 69 2488 221] 
_ Crompton Greaves | 17998 | 27 | 16894; -8.0 41, 02 02 484 04) 
_ Bharat Earth Movers | 14318 | 37 17883| 56 54) 04 03 275; 06) 
Bharat Dynamics - , 2836 | -3.7 1989. 3 17.8 726 256 37, 809° 16.3 | 


Far definitions, explanations and notes see page 80 
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Great news! People in Ahmedabad now have a newspaper that's 
unbiased, truthful and their very own. Because Divya Bhaskar 
was created after a massive survey conducted across 12 lac 
households. No wonder, AC Nielsen ORG MARG has rated it the 
No.1 newspaper in Ahmedabad, dethroning its competitor. Yes, it 
Is a huge coup by Divya Bhaskar, the people's newspaper’. 
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Joint Arms Communications: 
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: Company 
«€ Heavy Engineering Corp. | 1669, -24.1 1,945.8 | 10.6 -1738 -104.2 pod -168.0 -13.7 | 
.. 8 _ Ircon International i 8292. 29.4 | 1246.0 | 17.4 103.7) 125 143.9 | 16.3 | 
. 9 Engineering Projects (India) . | 3675; 624 17004] 74  94| dd f | 104 09 
J — Alstom Projects India?! | 9053| 168 29817; 880 50.4 i 610. 207 
* 11 Mining & Allied Machinery Corp. l 53| -25.9 16793 187 2868-49955, 453 -266.1 :-39.0 
| Cummins India | 813.0, -15| 863 11.2 863) 106 106) 1110 137 
-~ Kirloskar Oil Engines | 8158 -2.1 | 7167 | -4. 5i 18.6 | 23 26| 464 40 
14 Electronics Corporation of India | 67841 245 648.9] 69 693| 10.2 107, 760 472 
-19 Bharat Bhari Udyog Nigam ||. 23| -33j 1,272.2 | 38. 5 01 48 - 02, - 
- 18 HEG | 50903) 45 6238 | 71; 309 61 5.0 | §3.5 6.1 
T Thema | 4n8| 70, 6530| 02 240; 54 37 | 36.8 6.6 
- 18 Graphite India | 3695! 57.8) 6348 677 | 33.7 91i 53 512 64. 
_ Telco Construction Equipment Co. «452.7, 123 5436 61 -270| -6.0 -5.0 | -40.7 | -6.0 
_ Lakshmi Machine Works | 4347, -09 510.9 | 21 147 34; 29 45 44 
| Burn Standard Co. | 151| 215, 68014 | 242| -784| 68.1, -9.8 | -75.1 | 14.2 | 
| Kirloskar Electric Co.1.12.13 | 230.5; -364 6766| 17 1129] -49.0 -16.7 | -101.0 -22.0 
_ SKF Bearings India? | 4494 03 4498 -19 9.0 20 20) 421) 27 
| PSLU | 4501; 745; 4163 194. 207 46 50; 319 59 
_ Kirloskar Brothers I 385.7 | 9! 3 32 26) 206 49 
< ; 2697 350! 69 33 | 


430.6 | 





Fertilizer Corporation of India : x 
: Hindustan Fertilizer Corp. — i 67.14 
3 Oswal Chemicals & Fertilizers | 1,9432 | 
4 National Fertilizers i 3,023.1 | 
56 Gujarat State Fertilizers & Chemicals | 2,085.8 | 

j Chambal Fertilisers & Chemicals | 19221 | 
_ Nagarjuna Fertilizers & Chemicals ; 1081.8 | 
Rashtriya Chemicals & Fertilizers | 2,072.2 | 
, Duncans Industries! 12-13 i 1198.8 | 
_ Gujarat Narmada Valley Fertilizers Co. | 14913 | 
| Fertilisers & Chemicals, Travancore 1,334.7 
Madras Fertilizers'5.16 ; 10142 | 
. Zuari Industries | 12844] 
| Paradeep Phosphates® | 70431 






13.8 1104.1] -874.9 - 
115 -5727| -8538 -7.6 
16.0 -218| -11 -05 


Hind Lever Chemicals?’ | 1027.9 | 
Godavari Fertilisers & Chemicals | 10342 | 
Deepak Fertilisers & Petrochemicals Corp. — — | 


; Coromandel Fertilisers 
' Mangalore Chemicals & Fertilizers 









































ITC | 212 | 1, 189.7 | 1,388.2 | 25.3 
Nirma | 2,276.1 | 3.6. 1854] 3075; 91 
Eveready Industries (India) | 8839; |. 224! -153.3 -119.3 -9.6 






Nestle India? | 19273 | 95. 173.2 | 216.6 | 427 | 


































_ Britannia Industries | 14523] 11 4 748.6 | 19.9 203.2) 227.2 | 36.6 

_ Dabur India | 11676| 56 7789 42 65.0; 86.0 | 10.6 

_ GlaxoSmithKline Consumer Healthcare? | 10226; 1⁄3 7388 301. 126.8) 1453 | 24.3 | 

_ Colgate-Palmolive (India) | 11609] 32 602 54 69.8) 92.0 | 272 

_ Godfrey Phillips India | 947. -66 3789; 133 478 55.9 17.0 
Cadbury India? | 7296) 195 4089 169 567 80.5 | 21.8 

. Gillette India? | 5107; 421. 566.8 681 -278| 22-70 

. Reckitt Benckiser (India)? | 091.0 78 326.3 | 19.6 214 6 6, 345 15.0 
GTC industries: | 3627| .65, 5314 -16 22| 6 04. 40 11 | 


For definitions, — aid notes see page 6 80. 
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Zenith is proud to introduce 
Intel'Centrino Mobile Technology 
based Wireless Mobility Laptops. 


Break free from the MNC Desktop 



























Model - WIFI 4X 

* Intel" Centrino "Mobile Technology 

* Intei*Pentium*M Processor 1.4 GHz 

* Intel*855GM Chipset 

* Intel*PRO / Wireless 2100 LAN 3B Mini PCI Adapter 
(802 11b) with buiit-in-antenna 

* BxDVD / 24x CDRW Combo Drive 

* 36cms (14.1) SXGA TFT LCD (1024X x 768) 
* 30GB UDMA ATA-100 HDD 

* 256 MB DDR- SDRAM 

* 3 hrs Battery pack 

* Built-in 56 Kbps V-90 Modem 

* Built-in 10/100 Mbps LAN Port 

* Intelligent Glide Pad with Scroll 

* USB 2.0 Ports 

* IEEE 1394 Port 

* PCMCIA Card Siot 

* Built-in Speakers & Mic 

* Carry Case & Adapter Included 

* One year carry in warranty 


Rs. 70,000/* 





MOBILE 
TECHNOLOGY 


Call us a: Zenith Computers Ltd. 
* Mumbai:- Tel: 022 - 28226868 / 28245614 / 28245610 / 28251580 + Ahmedabad:- Tel: 079 - 6560810 / 6462528 + Baroda:- Tel: 0265 - 2342999 
* Bangalore:- Tel: 080 - 2264999 / 2264305 / 2266588 * Chennai:- Tel: 044 - 24349661 / 24349323 + Coimbatore:- Tel: 0422 - 2300155 / 2300274 + Goa:- Tel: 0832 - 2555825 / 2555827 / 2555715 
* Kolkata:- Tel: 033 - 24753872 / 24765445 / 24860181 * Kochi:- Tel: 0484 - 2350548 / 2371461 * New Delhi:- Tel: 011 - 26383702 / 26386796 / 26383015 
Pune:- Tel: 020 - 6133306 / 6133827 / 6050691 * Secunderabad:- Tel: 040 - 27904813 / 27903256 / 27902494. 
Visit : www.zenith-india.com + E-mail : one-up@zenith-india.com 


* Local taxes and octroi extra. * Actual product may look different from the picture shown. * Intel, Intel Centrino, Intel Inside, the Intel Centrino logo, the Intel Inside logo and Pentium are 
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THE BW REAL 500 


Company 


44 Procter & Gamble Hygiene & Health Care? 
8 VST Industries 








Ruchi Soya Industries 
_ Allanasons 

. Agro Tech Foods 

_ Marico Industries ' 
































_ Gitanjali Gems I 

_ Asian Star Co. i 189 119.7 | 

. Parekh Platinum | 7867 | 436 497 27 942 | 
Suashish Diamonds | 4833 |-173 7686 30 
Karp impex . 6929 | 88 460 04. 145 | | 
Su-Raj Diamonds & Jewellery! | 4968 | 0.4 635.7) 62. 110) 
Riddisiddhi Bullions 6 760 02 
Dimexon Diamonds I 245. 19.1] 


Hotel Leelaventure 






Steel Authority of India 
Tata Iron & Steel Co. 0, 

Rashtriya Ispat Nigam . 41986 © 
Ispat Industries | 28124 
Essar Steel®.’ ; 2477.5 
Jindal Vijayanagar Steel . 2,000.3 
Lloyds Steel Inds. |. 34598 
Jindal Strips , 15012 
Jindal Iron & Steel Co. -1,114.7 
Malvika Steel'' -1782 
indian Charge Chrome |. 453.1 





1 12,823.6 | 

16.1 110389 | 

242 104879 | 

-5.9 | 10,6949 | 

467 ERE 10.5; -351.1 | 
bos 






| 84602] 75  -2446 | 
47 19803 30 317 
-42 22141 | 
-52.0 2,900.1 | 129 

286 2,784.8 | 159 P 


707 | | 
i 24; 18 | 
85 | $2 341 
40] 01 | 
0 | 270 438 | 
| 
2k 






Mukand | 7664 | -53 2,056.5 | 13.1. e 2 7 64 
Usha Martin . 1,073.5 64 1,721.3) 104 | 04 
Indian iron & Steel Co. . 12049 | 08. 14476 | dns Dr -12.4 
Bhushan Steel & Strips -1,139.2 40.2 5; 32 


Lineare Née be MANI AP Abt E rr et pg Ame NAR BIDAAI NN VM ANI ANS opt di z 
t 


Ispat Metallics India? : - - 2,336.8 
Jindal Steel & Power | 6484 | 202 1,443.6 
Usha Ispat!!.18 . 2203 -44.3 17232 
Hy-Grade Pellets! ^ | 3520 | 238.8 1,4226 i 
Bhushan . 8040 395 X 8022 21 |. 263 
Bellary Steels & Alloys23.24 |. 2680 | NC 141741) N -472 
Electrosteel Castings — | 68079 | 38 7325) 284 846 
Indian Seamless Metal Tubes | 47/41, 125 847 79 -165 
Jayaswals Neco?' |— 4847 20 8193| 46. -541 
Saw Pipes®.26 | 6058 | 6012) 45 33.9 
Uttam Galva Steels | 5957 | 09 698 10  -209 | 
Balmer Lawrie & Co. | 7243 | 19 5358 -40 |. 80| 
Southern iron & Steel Co. |. 493 |-227 1,0699; 134  -277- 
Indian Seamless Steels & Alloys! x 3919 | 206 — 6789 | 106 -46 
SJK Steel Corp.? i - 9200 253 - 
National Steel & Agro Inds. |. 610. 9 


u 179, 303|-07| 53| 09, 17 | 28 | 
Ispat Profiles India! 12:3 . 582 |-681 8459 98 -1156 986 -137 | 456 -21.8 | 


H | 
113. ae 
346 166. 75 - 
14. | 460 -338.6 -43.3 
|-74 | -43 
33 33 
$5] -15 | 
139 116 
35-20 | 
-141.2 -6.6 
56. 49 
35-35 
140 45 
-56.2 -26 
A 07 


| 

ire ss 
9. | 12043 
| 

| 5 

















nm"""——Á———— MR RR MAAS OPES NH 


For definitions, aonn and notes see page 80 


BUSINESSWORLD 92 3 NOVEMBER 2003 





Wherever you go 
our network follows. 


HuTch 


INDUSTRYWISE RANKINGS 
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3-029 Rank Company 
- Sunflag Iron & Steel Co. 


Shah Alloys 
. MEDIA & ENTERTAINMENT 
Zee Telefilms 


Bennett, Coleman & Co.'4 
Hindustan Times 


Hindalco Industries 
National Aluminium Co. 
Sterlite Industries (India)? 
-4 «Hindustan Zinc 
Indian Aluminium Co. 
Hindustan Copper' 
- Bharat Aluminium Co. 
SWIL’! 
J  Binani Industries1.4 
Ü Madras Aluminium Co.? 
22. MINING 
1. Coal India 
Eastern Coalfields 
| Bharat Coking Coal 
-4 South Eastern Coalfields 
-5 Northern Coalfields 

= 6 Singareni Collieries Co.! ^ 
| 7 Central Coalfields 

8 Western Coalfields 
— Mahanadi Coalfields 
- National Mineral Devp. Corp. 
Kudremukh Iron Ore Co. 
Gujarat Mineral Devp. Corp. 





Indian Oil Corp. 

Oil & Natural Gas Corp. 
Hindustan Petroleum Corp. 
Bharat Petroleum Corp. 
GAIL (India) 


Kochi Refineries 
Chennai Petroleum Corp. 
IBP Co. 

Essar Oil^.? 

Haldia Petrochemicals 
Oil India 

Numaligarh Refinery4? 
ONGC Videsh 


Gujarat Gas Co.? 


Asian Paints (India) 
Goodlass Nerolac Paints 


For definitions, explanations and notes see page 80 


Indian Express Newspapers (Bombay)® 


Mangalore Refinery & Petrochemicals 


Bongaigaon Refinery & Petrochemicals 


Sales 


406.5 
523.1 


406.5 


. 1,400.6 


444.6 
221.6 


| 2,662.1 
| 2,5110 
| 3,540.5 
| 1,9294 


1,526.1 
608.2 
720.9 


292.5 
308.4 


237.6 


| 3,841.6 
| 2,192.6 
. 3,9822 


3,079.6 
2,860.2 
2,762.2 
3,680.4 
1,932.2 
1,130.0 
721.7 
271.2 
0.5 


117,106.9 


23,754.7 


. 46,124.0 


42,615.0 
10,576.5 


9,451.1 
7,081.2 
6,655.6 
8,463.7 

197.7 


. 1409.7 


1,896.0 


. 2,2613 


1,480.1 
365.6 


. 1,662.3 


707.8 


———— — — — MA anea r... 479 AAAA 


De: X 
Ses: 
ENA 


(Rs crore) ~~ 


SW 


~~ (Rs crore) 


Total 
assets 


463.0 
328.2 


| 47204 
| 1120 


782.1 
716.3 


. 7,89.8 
| 6,027.3 
. 8,5353 
| 1,501.5 
. 1,596.6 


1,658.9 
1,219.0 
1,090.7 
711.2 
930.5 


16,533.1 
7,800.7 
7,497.4 
4,963.8 
5,205.0 
4,442.2 
4,461.4 
3,245.2 
3,068.7 
1,871.3 
1,219.8 

879.5 
875.2 


56,434.9 
57,548.8 
15,089.4 


| 13,715.0 


13,189.0 
9,100.1 
3,092.0 
3,334.5 
1,438.6 
8,375.0 
6,918.7 


| 4,267.6 


. 3,202.5 
| 2,816.6 


ie 


5| 1,025.5 


479.9 


834.5 
412.4 


ja ^ 
En! 


al NN Return € ; 
is; . —  Retum p 
AGR |. onsales 
(0 (Rs crore) > — 
28 88 22| 19 
256 94 18, 29 
ced | 
i | 
103 79.8 196. 1.7 
13.6 497 361 45 
180  -307| -69 -3.9 
19| 339 18. 05 
114  6860| 258 92 
17.6  4094| 163 68 
-4.1 | 1214 34. 34 
-0.5 68.0 35| 45 
94) 1171 Lnd 
-6.4 | -1840| -30.3 -111 
-&.0 188 26 1.5 
2.9 0.3 -}| - 
0.7 197 68 28 
158 13.9 451 26 
48 5168| 2175 31 
11.3 -2776| -7.2 | -3.6 
12.5 | -755.0 | -35.1 -10.1 
-0.9 | 4911| 123, 99 
129  9000| 292 17.3 
41, 894 31| 20 
6.5 | -1115|  -40, -2.5 
44 101.7 28 31 
11.2 | 4733| 24.5 | 154 
12.3 | 256.6] 22.7 | 13.7 
36  6884| 122| 72 
04 662| 244 75 
254 | -283.5 |-53481.1 -32.4 
7.3 2,884.7 25| 51 
143 61979} 26.1 108 
7.0 788.0 ig} 52 
145 849.8 20 62 
13.9 1,185.8} 11.2) 9.0 
12.2 .4925| -9.0) -5.4 
-25.0 688 10| 22 
46 637 1.0) 19 
-3.9 195.8 2.3 | 13.6 
14.0 168 85. 02 
17.3 | -5016| -35.6 | -7.3 
97| 5252| 27.7 | 123 
91 | 123.0 54. 3.8 
1500 | 237 | 08 
97  -198.6| -13.4 -19.4 
20.4 591) 162 123 
40 1143 6.9 13.7 
70, 274 3.9 


| 6.6 





840.5 
721.7 
217.2 
134.5 
179.3 
-164.7 
04.9 
0.3 
28.3 
32.2 


532.0 | 
-53.4 | 
-587.9 | 


707.3 
1,230.9 
311.1 


87.3 | 
271.2 | 


601.9 


296.5 | 
137.9 | 

87.4 
-278.6 | 


42642 | 
97647 | 


1,308.2 


1,330.8 | 
1,798.4 | 
-129.1 | 


179.3 
142.7 


230.7 | 
41.9 | 


-297.6 
723.4 
258.6 

23.9 

-165.4 

69.9 


156.1 


52.0 
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I 
| 10.3 
| 85 
| 45 
| 64 
|. 95 
| -15.1 
24 
32 
44 


3.9 
-9.1 
-20.9 
15.2 
20.9 
2.9 
-4.3 
5.5 
| 22.9 
18.6 
7.9 
9.1 
-37.2 


8.4 
18.7 
8.7 
10.8 
15.3 
-7.2 
3.4 
2.8 
43.9 
0.3 
| -9.2 
| 14.1 
4.8 
0.9 
-46.0 
| 23.6 
| 

| 21.9 


| 10.0 


i 
i 

















Existed 5 million years ago. 






Existed 1 million years ago. 


Became extinct à few centuries ago. 





The hottest species found today. 
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...and some IT heads still look for their - 
enterprise solutions in a pre-historic magazine. 


What about you? 


IT heads the world over are considering Linux and Open 
Source for their enterprise setups, To keep yourself abreast of 
the latest happenings in Linux, simply switch over to 
LINUX FOR YOU. After all, it's Asia's first magazine on 
Linux and Open Source Software, greatly admired! by the 


entire Indian Linux community. 


So, move with the times. Catch up with LINUX FOR YOU! 






Án cient en Lux and Quen Source: 





E E Y D-87/1, Okhla Industrial Area, Phase-l, New Deihi-110 020 
SINCERELY YOURS Tel. : 011-26810601/02/03, Fax : 011-26817563, 26812312 
SQ 9001 2000 CERTIFIED E-mail: info@efyindia.com — www.linuxforu.com 


oA aa E uc din M uico alid amta. 


* LINUX For You is already amongst the TOP & computer magazines of f 


IET — MES Surveys 
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In business, as in life, often the 
things that determine success 
or failure most are intangibles 
like relationships. Between the 
parent holding corporation 
and the subsidiary, between 
partners, between equals. 
It's what makes the game 
of business worth playing. 
Keeping you updated on the 


score, every week. 


Play the game 





THE BW REAL 500 





Company 


Berger Paints India 


Ballarpur Industries? 

Bharatiya Reserve Bank Note Mudran'! ^ 
Hindustan Paper Corp. 

JK Paper? 

Tamil Nadu Newsprint & Papers 

Rama Newsprint & Papers 

Andhra Pradesh Paper Mills 

West Coast Paper Mills 


Indian Petrochemicals Corp. | 8,5483 | 31.0 | 8358.3 | |, 1075 | 13 [ 1.3] 
Southern Petrochemical Inds. Corp. | 1708.1 1-20.1 | 3,8467 | 2155 | -126 56 
Castrol India? | 13936 | 75. 6 | 4 1084 | 78 149 
_ Tamilnadu Petroproducts | Jo| 374) 11003 | | | | 64 46) 
_ National Organic Chemical Inds. x | T 4| z -12.2 |-10. 0 
Supreme Petrochem?.30 | A} 10.0. 23 9: || 25; -30 
IG Petrochemicals® | | 4 | 8 | 5, -70. -27.8 -94 


Ranbaxy Laboratories? | 241624 | 70 | 2,5220 | ! 117 10.0; 305.5 
Dr. Reddy’s Laboratories | 1711.8 | 863 | 1,8448 | 0: 26.9 249] 507.1 
Cipla | 14585 | 374 | 1,413.8 | l 16.1 166 | 256.4 
Lupin | 9636 12114 | 1,245.5 | x 751 58| 951 
Indian Drugs & Pharmaceuticals 8 | -72 | 21072 -3,200.1 eb 9 | -249.1 | 
| Core Healthcare . 1268 6 1,957.0 -986 -6.4] -797 | 
_ GlaxoSmithKline Pharmaceuticals? | 11432 | 130 | 786.5 66 96] 1010 ; 
_ Aurobindo Pharma | 10385 | 180 | 889.6 6.6 | 7T.,| 84.3 
_ Nicholas Piramal India | 9553 | 396 | 8824 517-557 651 
| Morepen Laboratories | 5025 | 241 | 1,2014 108 45| 843 
_ Cadila Healthcare | 5888 | 11.0 9685 114 69) 86.0 
Sun Pharmaceutical Inds. : 1480 | 250 6545 22. 5 25.8j 186.0 
Orchid Chemicals & Pharmaceuticals | 4255 | 88 29544 1 5. 07i 424 
Wockhardt? | 0494 | 58 522.0 157 196] 1144 
Aventis Pharma? , 6099 | 66 4164 10. 9; 160; 81.8 
Alembic?' | 4909.5 9 4650 38 | 40; 385 
Max India ; 1682 1 252; 7751 56 12) 221 
IPCA Laboratories | 4558 | 112 . 400.6 77 88 460 
Torrent Pharmaceuticals 443.3 4. 3930 113 127 641 
Novartis India 439 1-245 | 3526 188 18.5 | 


— RESTE E P Pn 


UM 


Measuring ey pt FAV BANH SIENA SOA TP PPP) IP rdi SEMAN ride tc VeL vA A A BORING NILA AANA EDAD 


VASA deno AE SA wv obl ime ONSET 


RAPER AEN Ed heen ONCE 


^ 


Sardar Sarovar Narmada Nigam? x 16, 469.7 | T] | 
Krishna Bhagya Jala Nigam? | i - | ; 8.5241 | 9: - - —- 
Konkan Railway Corp. | | | | 5,0857 | ie | -201. 2. 7.3 
Reliance Ports & Terminals!" i 9-4 | 3,1095 | U ú -26 -07 
Mazagon Dock | 8 E 3,173.7 | 5 35 - 0.6 
Vadinar Oil Terminal? | | 1938.1 | J | -|j 
Delhi Metro Rail Corp.’ 4 : - . 1,5488 x - x d$. "ds 
Ennore Port? u 8 i © 9330 | * -36.0 | -116. 8 -3.9 
Gujarat Chemical Port Terminal Co.3 4 U - Í . 897.5 | : l x 
Metropolitan Transport Corp. (Chennai) A 1:502. 55234 4 


ai -299.0 | 
|i 
| 119] 
E 
| 
| 
E 
7| 


š 
- Ei 


National Thermal Power Corp. 17,9248) 54 46,0531 | 


For definitions, explanations and notes see page 80 
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Company 


-~ Power Grid Corporation of India | 2,349.0 7.1 190538 16.1; 6886 | 293 3.6 10850 40. 
__ Nuclear Power Corporation of India | 44119. 33.4 157300 114 1,5494 | 351. 99 20455 11.6- 
_ National Hydro-Electric Power Corp. | 19406 | 49 1176751] 171) 4709) 351, 27 | 7070; 31 
. Rural Electrification Corp. | 16448; 128 | 15,1062 | 184. 385 236 26 3900 27 
_ Karnataka Power Transmission Corp.*5 | 54792]  - 76953 33.1, 754 14. 10; 3944 15 
_ Tata Power Co. | 3,959. 644 85778 527 5082 134 | 59 | 7899); 77 
_ Neyveli Lignite Corp. | 955401 216 | 81625, 11.7, 8192] 231 | 100 | 1,181.9 12.9 
. CESC | 21462 106 | 64995, 0.2, -103.0 -48 -1.6 | 2124 | -2.0 

| | 











| West Bengal Power Devp. Corp. | 16936| 454 67738 117| 71, 04 01 2216 01 
Haryana Vidyut Prasaran Nigam | 33138 108 | 41247) 57, | | 399: - 
BSES | 26751] 95 44330 -54 305.1 | 69 5302 91 
. North Eastern Electric Power Corp. | 4532] 120 | 53916] 7.2) 529 | 117] 101. 222413 13 
_ Uttar Haryana Bijli Vitran Nigam | 18914; 446 | 20936 306 -619 | -33 -30 33 -40 
19 Dakshin Haryana Bijli Vitran Nigam 16430 376 24819 289. | -3.6 -27 -44 -40 
B Tehri Hydro Devp. Corp.?.^ i - + 3488 309 ' | 
Essar Power? | 6651]-112 25388 04. 387. 
| 


Sas EY EINE oray t utr YN D AMSA Pee Uo SC Y Y ct Qt tme tont ry 
————————————————————M a: 


; 
c 
Co . 
+ 


—— (TEE 


5] 1575. 
1 


| = 
Gujarat Industries Power Co. 8473 33.3 | 22614] 15, 24.9 | | 1630 1. 


Haryana Power Generation Corp.! ^ | 7952] -08 | 2,4395 | 91; - E -| 478! * 
Reliance Utilities & Power! 4277 719 2447 72; 407] -95 -471 1691 -1.7 | 


47 31. 174. -68 
16 14, 1236) 25 
| 45%. 1175, 51 
165 . 41 1558 42 
x -90.9 -11.8 


- | - 


_ Eastern Power Distribution Co. of A.P. | 16119) 378 | 8660. 248 -270 
| Ahmedabad Electricity Co. , 10816; 89 | 12327, 43 170 
3 Jindal Thermal Power Co. |. 5419/4502 12488 27. 56.6 

= Gujarat State Electricity Corp. : 337.6 42 1,367.2} 27: 55.6 
_ Durgapur Projects‘ |. 274.2) 528 12292 162; -909 

PPN Power Generating Co.?.^ - 0-114255] 522 
Jaiprakash Hydro Power? U . = 1320. 6 384. 
GVK Industries | 3420] 23 943 -41 
Narmada Hydroelectric Devp. Corp.’ Ñ - | | 11532; 9064: 
Surat Electricity Co. 382.5 64: 








Li 
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1055 62 






— 
c» 
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FERAE RENNES P ERES 
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owh 
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Shipping Corporation of India a I 
Great Eastern Shipping Co. ; 117241 
Garden Reach Shipbuilders & Engineers | 
Essar Shipping 

Hindustan Shipyard 


C2 
Ce 
en 
cO 
Ge 
no 
i 
I S 
eo 
—Z 
© 
- 














I 
Triveni Engineering & Inds. 91-213 | 81 | 2 54 
Balrampur Chini Mills 540 18.1 — 6790. | 473| 5.107 | 
Sakthi Sugars? | 5071] 180 | 663.0, -54| 46 09 07] 177, 09, 
Dhampur Sugar Mills® 4348 193 5220| -30, -319 -7.3 -61| -164 -78 
Saraswati Industrial Syndicate? | 5019 256 3974 119. 48 10 3 18| 
Bannari Amman Sugars x x | 4674; 166 | 81 LI 








Bharat Sanchar Nigam’. 39 267742 33.9 87, 551.0 | | wu | 999; 
Mahanagar Telephone Nigam 3 6,145.1 4.7 20 0054 | 149: 1,308.6 | 21.3 | j 2 
Videsh Sanchar Nigam ` 6508.1; -3.6 | 7,6401! -28 14074 216- 184 | 15382 x 251 
Reliance Communications Infrastructure! — 3.8 170 2 5,803.5 6, 2048, 03]. 
IT | 24322] 70 | 3,078.3 142 21.6 | 
Bharti Tele-ventures x 07 -50.0 49654 1568 01. 
Himachal Futuristic Communications | 9707]295 3,618.2 | 571. 40.7. Pd 
IDEA Cellular! | 3213] 114.2 34366 635 | -241.9 | -75.3 | -7.0 
6: i 
5i 
Mt 
















ce 
Cn 
nm 
nd 
ND 
€> € en s 
e 
— 
— 
c> ` 


9 = Bharti Cellular x 7094 432 28258 1487. 98. 
10 Tata Teleservices (Maharashtra) | 252.5, 989 2,8887] 337; -148. 
|. BPL Mobile Cellular! | 2678; 492 | 25817; d ios 


-447 -79 
2368 -15.4 


-58.8 | HH 


A AE ADA d potter na ep he Mole a PI CLAN UAE OI Lr LOI IU cat nnnm da pt 


s] 
co 
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POWER SECTOR 


needs an investment of 
j "Rs. 9,00,000, crores 

. for an estimated 
iodi 0 00 MW additional 
EC, sapacit ty: by 2012. 


— E cx w 2 = 
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While it has been making a 


stellar contribution towards 






increased Power generation 






by providing financial 






resources to the nation's Power 






sector, PFC is now expanding 






its horizon further. In every 






area of operation, PFC displays 






its vision and energy for 






growth. In keeping with its 






responsibilities as a 






powerhouse for progress. 












For PFC, ‘Power for All by 2012’ 
is an immediate mission. Vision goes beyond... 






POWER FINANCE CORPORATION LTD. 


(A Govt. of India Undertaking) 
Regd. Office : Chandra Lok, 36, Janpath, New Delhi-110 001 
Ph. : (91) (11) 23722301-08 

Website : http://www.pfcindia.com 











FUNDING FOR A BRIGHTER TOMORROW 


THE BW REAL 500 







Company 


Bharti Mobile , 443 
Escotel Mobile Communications | 2990 
Spice Communications’. 20 | 245.4 
Hutchison Essar Telecom? | 386.0 
Telecommunications Consultants India | 691.5 
Bharti Telenet | 1845 
BPL Mobile Communications’. , 399.7 
Hutchison Max Telecom? |; 569.5 
Fascel2.25 290.8 
Reliance Telecom | 252.7 
Tata Teleservices! ^ |, 842 
Bharti Telecom | 041 
Bharti Telesonic* | 9324 


100.6 2,093.5 | 355 |. -11.1 


634 1,759.9 | 194 | -74.1 
NC 1,680.2 | NC -1373 
343 1,3126 | 7.0 165 
73. 575 


| 
x 
27 9066 | 
812 1,407.9 [£081 3 
4115 | -279 -1 

I 

i 

| 

| 

| 

] 


— Merlo tele e 


PERE AVENTI 


dme 
` - 
ANOVA NS RY IPSE SENA 


— 
€ t 
— 


204 | 1,107.0 x 

347 90221 101 626 

77.5 11331 | 88 -102 

994 | 1,0004 | 126 14 

1995 1,115.4 | 12.5 | -148.1 

-95.9 1,105.7 1727 -04 
- 9732 229 | -8.7 


SOEN DNAri SESAR PE AANA POT ——— OAN E AADS EANA AD ANOSA 
x 
t 
w 
a * 
+ 
k 


———————— MEE EE EE LER PERE E al 
«o 
—————ÁÉ Ne AIR NY SARTRE aE E E EE EE RE 


National Textile Corp. |; 350, 221 83500 | 16.7 | -69.7 | -1993; 98] -685 -0.9 
indo Rama Synthetics (India) ; 1,952.9 5.2 | 2,582.2 

Arvind Mills! 1,479.1 | 103 | 2,9445 | 

National Jute Mfrs Corp. | 614 | -28.2 3,178.5 
Raymond | 9917 | -23.3 | 1,749.9 
SKumars Nationwide? ; 8100. 155 | 1,5424 
Parasrampuria Synthetics ; 93018, -3.0 1,8382 
Modern Syntex (India)! ^ | 6172; -08 12426 
Bombay Dyeing & Mfg Co. | 8959 | -35 9365 
Mahavir Spinning Mills | 7746, 03; 9996 
NTC (Maharashtra North) |; 602 -6.6 1679.1 
SRF | 7474 -36 9708 
Century Enka ; 8915 | -25 | 7418 
NTC (South Maharashtra) | 919; -35 1,417.0 
Madura Coats? | 7939 -43.4 680.0 
SPIC Petrochemicals? - - | 14647 
Krishna Knitwear Technology , 669.7 212 7642 
Alok Industries | | 60317 | 331 7408 
Vardhman Spinning & General Mills | 5928 | 146 7488 
Mafatlal Industries! 67 | 2848 | -11.5 1,043.8 
NTC (Uttar Pradesh) U 1.6 | -461 | 127488 
NTC (W.B., Assam, Bihar & Orissa) ; L2 0.6 | 1,258.7 
Garware Polyester 500 91 6857 
Recron Synthetics? | 582 123; 655.2 
Ashima2.29 | 4472, 229 755.0 
Sanghi Polyesters^ | 3986 83 7895 
Jer | 5633 | -48.7 | 612.5 
Jindal Polyester |; 6440. 36 5194 
Nahar Spinning Mills | 3053, 83 7470 
Birla VXL'.2 | 2482 | -35 8543 
NTC (Gujarat) | 2.4 | -40.7 1,092.9 
SIV Industries10 263 | -633 ; 1,022.0 
Eskay K'N'IT (India) | 4619 |-211 5645 
Garden Silk Mills? | 4812 8.6 540.8 
Krishna Lifestyle Technologies | 1839 | 469 797.6 
Gontermann-Peipers (India)1.12.32 i 221.3 | -11.7 759.5 
NTC (Madhya Pradesh) 6.3 -14.4 957.6 
Rajasthan Spinning & Wvg Mills 515.8 34. 441.3 
Uniworth — 1652 | -16 | 7508 
Morarjee Goculdas Spg & Wvg Co.6 | 2518 -37 6289 
NTC (T.N. & Pondicherry) | 1846 

Abhishek Industries?! | 3939 


08 413 21, 16 1458 22 
68 405 14 1886 15 
12.7 | -364.3 [ -363.8 -13.1 
38 836 84 48 1363 59 
209 -107.4 | -133, -7.0 -58.5 -7.8 
16.0 -263.5 143 | -243.9 -31.1 
| -132.0 10.6 | -96.1 -13.5 
-18.9 -29.1 34 193 -46 
53 254 25| 687 34 

| -223.9 13.3 a -223.2 |-240 

| 273 | 737 | 3⁄7 
72 345 | 73.2) 6.1 
108 | -75.5 | -74.7 -9.0 


cn 
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e» 
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Fusco aep eM SE AMI EI Se LANA ENEMA DAR NBAA MA PASSES DI P A DBO IFLR EARN AR EEAS SEA ALI ERATED 


30. -38.0 10.6 | -84 


LM APPENA PATE ANSA NANI RA NI MN e NLIS A ALND RSL OO NS Ati rct See Uode tpa yea ESTA ALANS ERE LASS EE ATE 


19.1 12.0 
373. 379 
48: 51 
82] 94 
99. -794 
88 -60.6 
22) 11 
198; -8.9 
0.5 | -28.1 
-40.0 | -441 
1.4. 329 
144. 220 
-39 | -512 
10.7 | -61.0 
87 -146.2 
-4.6 | -148.2 

| 293 
-72.5 
-36.3 
| -48.0 
421 52 
114| -512 
1355 -40.1 
| 27.5 
22.2 114 


m— amantadine 


. . .. . . . * M * E ` . ` ` . 
uwa aan ANENE AENA PEANG nen dibs an Nata ND. (a Peka AE Vp isa Sean he Bi NE MEET EE ate ERAS IR via NAAR IEA EE AS MOS 


51! 
56. 
-20.6  -6. 
-2,553.6 -56 
-555.1 -14.3 
-32.1 | -26.3 
61; 54 
394 | -91 
464; -48 
-7602 -5.0 
10] 12 

6.8 

6.4 

4.0 

2.5 


117.2 | 
132.1 | 
484 | 





$ 
ho C» Go 


— pri Hep S ert AREA pf RANA a akoya EE ASIAN SM Noe aA SA eR rr aper ee IY AOAR Pete eed pet yon ALAR ALANS RE BEDE EER LIE SCE EDEL OLE uenit us este 


—— E 


REIN EDA Bora sn irae Ne! 


31.0! -6. 
159; -6. 
49. 4. 
29; 





11.3 6812 
469 4055 


š 
s 





——————À———— AAE N V ANRA IOE a SER RM ad EER SASL USAR MAN ane unge tbe oo Ae QU uA P DH Ee ho pm cede RYMER Re ER uA Ert quitan n dino PH GIORNI YEAS DPE LEST IMEI IA RENO tci etium Ve i icones! TERI 


———————— ———— ——Y—————M E DANNES BHI ARAN M iM M E Ml Mad D MM MAU ME 
H 
"———— ÓÓ— E RANI PhD LS NPE OIE ERR aaR p hd — —————ÁÁÉÁÓÓ i CCU sss ORE SOD EE PRCA Sr Korg BONO 


€ ite HEP AA RI a b APART R PE ce LAE E VAA ttp send t ehm proceed MR dio ARMIS ER att) OR A M SPARE OMT HAASE NS SAI 


Seri 


For definitions, apain $i oe see page a0 
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U o new „opportunities. [Eh cd oe ara ted ne sstment S e th in ons | 
} producing fields, revamping and upgrading of equipment and facilities. 

79 Í Aber died mana e man who has been solely respon. d 

: ked on the future of ONGC Ahi he 

















essed OVE! "the last couple k o1 years 7 


| ness sand: a company. ONGC, is looking now much more Siden 
the fut ggressive in our investments. We have now Specific ` Í 
externally to develop and handle a situation. So 























this i is one kind of transformatio 
'We, of course have some restriction 
‘competitiveness. For example if ON 
' preference. That is fine with me. | liket 
' of technology. We are talking to the g 
| many cases purchase preference be 















suggestions 2 are e justified a 


x 


technical and pricing, review: 
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onts sat the rate U $2 billion a year rR 5 10,000: 
‘is generated fror ern: urces and we hope to do that in.the future a 
controlled whi Sol he government has proposed a minor t f 
prices and then even as prices. If gas prices come to us at intern tional prices then 
we would have ë our investments. I 















ploration i i.e. reservoir studies, oil and gas pr uction, ocean 
primarily engaged in application development, which means 

itis referred to these institutes for a solution. Some of thes 
‘Our operations but none of them are engaged in pure research as such 























Ol NGC: 5 plans to tie-up with China National Petroleum Company (CNPC) for taking up oii equity jomtly in third i 





ningi is that when we go to a third country almost inva riably we are competing against CNPC and Petronas. So we said l 
CNPC instead of competing against each other. In certain places where there may be an opportunity to work together - 
ve responded very positively although these are very didi days. This is just breaking the ice and while we have ! ade A 
fe they have been very positive in their response, E D 














rking on developing any alternative fuel? 
a possibility but we have not done much but we are b iaoking at it and this will be an area of higher research. 


en your effort in implementing corporate governance’ 2 


ct last year and thi ir als earned corporate governance compliance cert 
/ requirements of corporate governance speak we meet all 
vide much more information even in our site also. 









progress of ONGC Videsh Ltd (OVL)? 
onal a rm. Two years back we had only one property today we have t te 
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country but today we are in eight countries. We will acquire more properties and invest in more countries. Today OVL has committed 
investments abroad of more than $3 billion. Our investments in cash terms is close to $ 2 billion. 

We have very rich areas around us—Middle East, Africa, CIS, Australia, Russia—so we are looking at all. 3 
We have our matrix where we look at the country's attractiveness in terms of reserves in the country and diplomatic equations. But f | 
anyone comes to us with a proposition we look at the proposition, we do our technical due diligence and if that is good then we look i 
at the legal situation and if technical and legal due diligence says it is a good investment then we go ahead with our investments. 


28 
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Growth driver as in physical terms is both oil and gas. In financial terms obviously the major growth driver opportunity lies in gas pricing 











-ments in the field of — 
Industrial Safety. 
* Golden Peacock 
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The Prime Minister being presented the final dividend cheque for the year 2002-3 by the C&MD Mr. Subir Raha in the presen 
Mr. Ram Naik, Minister for Petroleum & Natural Gas, Mrs. Sumitra Mahajan, Minister of State for Petroleum and Natural | 
Also seen in the picture are , Mr. M S Srinivasan, Additional Secretary, Mr. J M Mauskar, Joint Secretary, MOPNG, Mr. B.K. Das, Additional Secretary & 
Advisor, Mr. R S Sharma, Director Finance ONGC, Mr. A K Balyan, Director (HR) and other dignitaries. 


and as a group OVL is certainly the growth driver because the properties that we have today are mainly into crude oil production — 
8 are exploration blocks. Then the blocks we have in Burma, Iran, and Libya — some of these certainly we expect our exploration ol 
be successful when we would come to the development phase. And at the same time we are looking at integrating all our operations— 
upstream, downstream, logistics, transportation etc and the more we integrate the less is the transaction cost which adds to the 
bottomline. 


We are working towards our target that all our work centres should be accredited to ISO 14001 by March 2005. In the last two years 
itself, we have got almost 13 accreditations. We are also getting accreditations on operational safety, health and quality. Uran is the 
largest hydrofossil plant in the country we have, where we have obtained zero flaring of gas. Offshore we have about 9 platíorms— 
One have already reached zero flaring and others are being replicated. And we expect to substantially acquire zero flaring by March 
2005. By cutting flaring itself we are reducing a lot of emissions. Uran and Hazira should become zero emission plants. In, Hazira, we 


have reached a stage where we have been able to cut emission by about 88-90 per cent. 
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NTC (A.P., Kar., Ker. & Mahe) 
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Goodyear india? 
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Reliance Industries 
Larsen & Toubro 
Hindustan Lever? 
Grasim Industries 
Century Textiles & Industries 
Tata Chemicals | 
indian Rayon & industries i 
EID-Parry (India) 

Kesoram Industries 

DCM Shriram Consolidated 

Prakash Industries! .* 

Rallis india 

Voltas 

Godrej & Boyce Mfg Co. 

ICI India 

JK Corp? 

Orient Paper & Industries 

Balaji industrial Corp.'.4 

Surya Roshni 

Hindusthan Engineering & industries 
Greaves?.?6 

SIEL'? 

Sintex Industries 

DCM Shriram Industries. 

Apar Industries 

SM Dyechem 
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Tata International 
Container Corporation of India 
Hindustan Photo Films Mfg Co. U 9 x 
| Sify : 1349 42.66 | 2,115.5 | | | 36.9 | -716.9 
Tube Investments of India |. 10766 | 46 844 66 363 
Hero Cycles |. 9597 | 77 | 650.9 114.6 | 686 
Dredging Corporation of India |. 5259 | 337 | 9644 209 | 116.1 
Central Warehousing Corp. | 2940 | 157 | 1,0613 | 137 | 90.0 
Jain Irrigation Systems | 3504 351 | 9916) 49 | -22 
Bata India? | 75680 | 10 — 5326 | 21. 490 
_ Kodak India? |. 7440 122 | 3588; 65 | 210 
Kitply Industries | 1569 | -4.7 | 9081265 | -254 
PGF12 i 445 | 578 | 9475 158.2 i 25 
Roofit Industries?! | 4563 | 576 | 5311/569 | 417 
| Suzlon Energy |. 5249 852 | 4375 705 | 1109 
Saint-Gobain Glass India? . 2244 1200 | 7115 | | 262 . 13.7 
Apollo Hospitals Enterprise | 93873 | 166 545 83 
Concorde Motors! | 6012 -10.8 | 288.8 129 
Sun Earth Ceramics'' | 3365 | 698 | 5088 617. 51 
-H&R Johnson (India) - | | 3542 | 126 | 4772| 76 | 175| 49| 3. 


For définitions. explanations and notes see page 80 


2 893 -64 
244 | 1240.2 209 2495 
| 24279 159 | -3537 | 





194 | 20.1 
-1,142.9 -14.6 
-5314 | -33.9 
34° 43 
714 10.5 
22.1 12.0 
30.6 85 
-0.6 -0.2 
05. 08 
28 59 | |& 
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JobStreet showcases the pick of jobs for the week. LIE in 


 Jobstreet.com India Pvt Ltd. 
: Temitory Sales Manager, Mumbai 
BAR. ;om/B.Sc with 3 yrs exp | 


ITC Ltd., Lifestyle Retailing Business Division 
Asst. Mana r- Retail Operations Planning, Delhi 
MBA/PGDBA/PGPM with 2-5 yrs exp in sales 


Jobstreet Select india 
. Most AVP - Collections Process, a leading BPO, Bangalore 
"curate Graduate Degree with 8-12 yrs exp 


Smart IT Solutions 
Executive-Marketing, Others 
MBA/PGDBA/PGPM with 5 yrs exp 


Daksh e-Services 
yr Leader, Mumbai 
B.ConvB.Sc with 3-4 yrs exp 


Smart IT Solutions. 
Executive-Business Management, Others 
MBA/PGDBA/PGPM with 5 yrs exp 


ITC Limited 
Finance Executive (Food Division), Across India 
B.Com with 2 yrs exp 


Call Center 


| L =H) a Computing Technologies Pvt. Ltd. 
NG f. Project Manager-DSP Across india 
Resume ~~ f BERB.Teh DSP er project m 


Cruiser r" 


ales 


Merchant 





Lpesana Advantage 





IDRBT, established by the Reserve Bank of Indra, is 
acclaimed for its advanced Research & Development in 
Banking Technology. 


Our Faculty enjoy unbridled Academic Freedom and are 
driven by Passion for Excellence while researching on our 
focal areas of Financial Network Systems, e-Payment Systems, 
Security Technology & Systems, Business Intelligence & 
Business Information Systems, Multimedia. & e-Learning, 


We manage and operate the INdian FInancial NETwork 
(INFINET) - a CUG of all major Banks and F's, 
provide Advisory and Consultancy Services to the 
Banking Fraternity, and are the Certifying Authority for 
the Sector. 


The Institute is currently executing a number of R&D 
Projects such as Mul#-application Smart Cards, E-Check, 
Data Warehousing & Data Mining, Security Technology, 
and Information System Audit etc. 


Our Educational Initiatives include the Post Graduate 


Programme in Banking Technology Management 
(PGPBTM), M.Tech. (Banking Technology & 
Information Security) and Ph.D. in related areas. 


We invite result-oriented Researchers/ Academicians to 
join us as FACULTY (Professor/ Associate 
Prof./Asst. Prof.). Candidates should possess a 
Ph.D. with a First Class Post Graduation in IT, CS or related 
areas and publications. Professors will have the opportunity 
to lead our Academic and R&D Initiatives, on a rotation 
basis. 


Compensation package includes Pay scales at par mith ITTs/ 
IIMs, and perks ranging from Leased Accommodation, 
Reimbursements for Conveyance, Telephone, Newspaper & 
Medical Expenses, and Loans for Housing, V'ebicle, and 
Consumer Articles etc. 


To be part of this world-class research team, mail your 
resume, within a month, to: 


Tue DIRECTOR, INSTITUTE FOR DEVELOPMENT AND RESEARCH IN BANKING TECHNOLOGY 
Castle Hills, Masab Tank, Hyderabad — 500057 or e-mail it to recruit2003@idrbt.ac.in; Web: www.idrbt.ac.in 


Apply to 


Accredited 
by the Rua 


180-8001 REGISTERED FIRM 
OY Curtbzation B V.. THE NETHERLANDS 
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ABOUT US 

Leader in the field of automotive / non-automotive 
Radiators & Heat Exchangers for more than 4 decades, 
with a fully integrated plant situated at Thane. Now also 
producing with the latest Aluminium Braze Technology 
and the best of equipment and men. The company has 
major automotive and industrial users as its customers, 
5096 of the products are exported. 


WHAT WE NEED 

An Engineer in his 40s with robust health and impressive 
personality. Should have in-depth knowledge of marketing 
such products with OEMs & After market and a proven 
track record. He will be based in Mumbai and will be 
required to travel extensively. 


WHAT WE OFFER 

A challenging assignment with ample opportunity to grow 
and demonstrate your abilities and a package to match. 
Family accommodation provided in a very congenial 
environment. 


The Resident Director 
Fax: 91-22-25340561 


E-mail: teksons@eth.net 
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| Rub Shoulders with Spider-man, 
Lara Croft & the Terminator... 


As a Developer, Publisher and Distributor of PC and Console games, Mi 
it represents mast of the leading global games publishers including Sony Computer En 


recently forayed into marketing PSone. & PlayStation. 2 game c 
india by setting international standards in quality, product offering, marketing and distribution. 





atria." Tes inodo idees , ——————— ERR 
locations : Mumbai, Delhi, Kolkata, Chennai, Bangalore, Hyderabad 
Age ` : 25-28 years 


Qualification — : Post graduate in Management from a reputed B-School / Diploma in Sales 

Experience — : 3-5 years experience In selling reputed consumer durable brands / FMCG products / IT or Office Automation products. 

Desired Profile : You should have exposure to modem selling techniques, multiHocation and multi-channel sales and distribution environment. If playing Computer/consote 
games Is your favored leisure activity, then you stand an even better chance of selection. You wil be responsible for all sales and marketing activities in your territory, 

Ref Code : MISL / TM 





Location : Mumbal 

Age : 23-27 years 

Qualification — : Graduate from any stream with a great passion for gaming, 
Experience — : 1-2 years in a corporate environment: 

Desired Profile : Never mind your grades at college! (f you're a gaming guru then we have a seat for you here, Basically you will get paid to play. As a product manager 
you will evaluate and review games, decide on release schedules, enlighten your colleagues and trade partners. You will also dream up ideas tp promote the product and 
interact closely with marketing and PR personnel. You will shoulder responsibilities ta make product presentations, provide content for our website, support the sales staff, 
interact with publishers, conduct research and provide MIS reports to the management. 

Ref Code : MISL / POM 


PREG ablic 
: Mumbal 
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Location 
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Age : 25-28 years 

Qualification : Post graduate in Management with specialization in Marketing / Public Relations / Mass Communication from a reputed B-School 

Experience “i: 3-5 years 

Desired Profile : You should have experience at a supervisor level in media relations in a PR agency or a media house. Here, you will be required to prepare nress briefs, 
organize media events and build a strong public presence for the company's products. 

Ref Code : MISL / PR 






Location : Mumbai 

Age : 25-28 years 

Qualification — : Post graduate in Management-Marketing from a reputed B-School 
Experience =: Min 3-5 years 

Desired Profile : You should have experience in a Music / Film / TV / FMCG / Youth Brands with experience in managing Alllances, cross promotions or client servicing in 
an ad agency. You will be handling all consumer marketing promotions and brand alliances for Milestone products, should be able te create innovative product 
promotion activities with a focus on driving sales and increasing the visibility of product in the market 

Ref Code : MISL / SP 


MÀ 





Age : 25 years and above 

Qualification — : Engineering graduate with post graduation In Business Management 

Experience — :2-4 years in managing a team Involved in wireless games and / or web & multimedia development projects 

Desired Profile : You should have proven people management skills & a more-than-active interest in casual games. You should be extremely comfortable with technology 
In general & highly conversant with casual gaming technologies such as J2ME, BREW, Java, Shockwave etc, You are someone who wants tb use your considerable 
technical & people skills and your management education to bulld a business division that can compete globally in. the wireless, Hand-held, HV & web gaming market 
segments. 

Job Responsibilities : Business management, Team bullding, Project Management 

Ref Code ; MISL / BH WHG 





Milestone Interactive Software Ltd. is an equal opportunity employer. Qur HRD policy is designed to attract and retain 
the best talent. Remuneration will not be a constraint for the right candidate. 

Please mall your resume within 7 days to the address mentioned below or by email to careers milestoneinteractive.com 

Please write "Ref Code" and "Location" In the subject line | 















PROMOTIONS 


JSPL moves full track ahead 


Jindal Steel and Power Limited's Rail and Universal Beam Mill will produce the world's 


| longest finished rails 


: Manufacturing companies are once again in the lime- 

light. There was a time when the infotech compa- 
nies had pushed them into the background. But now 
our manufacturers are making news again as they 
rise to the globalisation challenge. 


Take Jindal Steel and Power Limited (JSPL). Part of 
the $1.5 billion Jindal Group, this ISO 9002 and 14001 
certified company has put in place an ambitious plan 
to produce the world's longest long finished rails (of 
120 metres) for the first time in India. Already things 
are on track with the Rail and Universal Beam Mill, 
set up by JSPL, which also produces Hot Rolled Par- 
allel Flange Beams and Columns in medium and 
heavy sizes by the universal rolling method - an- 
other first in India. JSPL has entered into a technol- 
ogy transfer agreement with NKK Corporation, Ja- 
pan. NKK is already supplying rails for high-speed 
Shinkansen trains in Japan. All the forward and back- 
ward integrations are in place. JSPL has expanded 
its production capabilities. 


The facilities include world's largest coal-based 
sponge iron plant (installed capacity 650,000 tpa) 
with six rotary kilns: captive iron and coalmines. 


JSPL also has 150 MW power generation facility 


based on waste heat recovery from rotary kilns, 
washery rejects and coal fines. 


Rails from JSPL can be supplied in customised fin- 
ished lengths ranging from 13 metres to 120 metres 
and flash butt welded rails from 240/260 metres to 
480 metres according to the demand of the Indian 
Railways. 


JSPL believes that immense technical and financial 
advantages could accrue from using long rails and 
parallel flange beams and columns. For one, this 
will result in substantial cost benefits scoring over 
conventionally available taper flange beams or built- 
up sections. JSPL already regularly supplies paral- 
lel flange beams and Columns to domestic clients 
like Larsen & Toubro for their ECC Division, Delhi 
Metro through KSHIJV, Kirby Building Systems 
among others and even exports to players in Dubai 
and Australia. 


Led by Naveen Jindal, executive vice-chairman and 
managing director, JSPL is fast emerging as one of 
the most profitable steel company in the country. 
His vision and dynamism are helping the company 
take on the global challenge head on. 


— Md d diit gott M a y doge. 


PFC: 


The Power Finance Corporation plays a 
pivotal role in power sector reforms 


Reliable, affordable and quality power supply for all 
users by the year 2012 is a promise that the Minis- 
try of Power has been making for some time now. 
It'S a huge challenge - one that requires over 
1,00,000 MW of additional capacity 
and an investment to the order of Rs 
800,000 crore. 


So, where are the funds going to 
come from? As R. Krishanamoorthy, 
Director finance, elaborates "It's here 
that institutions like the PFC are play- 
ing a powerful role. It raises funds at 
competitive rates both for state-owned as well as 
private sector power utilities. PFC is working in a 
big way to generate as much money as possible at 
the least pos le cost and on-lend it to the deserv- 
ing cases within the power sector.” Till March 2003, 
PFC had )sanctioned Rs 50,521 crore and disbursed 
Rs 31,7 _¢rore to various state power utilities for 
their sch m s. By the end of 2012, PFC is expected 
to reach. sbursement level of Rs 1,50,000 crore.” 


As the ly development financial institution dedi- 

cated to the power sector, PFC's responsibilities are 

immense. As such it has taken many initiatives. Take 

its Accelerated Generation and Supply Programme 
9 € 





Krishanamoorthy, 
Director ona rae i ASA 


A POWERful Beri 






“We regularly organize 
meetings with our clients at 
various locations in India 
and seek their valued 
feedback on our operations.” 


(AG&SP) that was launched 
in order to accelerate the 
completion of on-going gen- 
eration projects and in- 






A. A. Khan, 
creasing the supplies from Chairman & Managing Director, PFC 


existing facilities. And, in the “Accelerated Power 
Development & Reform Programme” (APDRP), 
launched by the government to give a fillip to power 
sector reforms in the distribution segment, PFC again 
plays an important part. While the government gives 
25% of the project cost as grant and another 25% 
as soft loan, the balance 50% of the cost can be 
met from counterpart funding by PFC and other 
sources. PFC has so far sanctioned counterpart loans 
for implementing 55 distribution schem@p in vari- 
ous states. 


PFC's strength is that it understands its cliens fie ds 
well. As.PFC CMD, A.A. Khan points out: "We regu- 
larly organize meetings with our clients at various 
locations in India and seek their valued feedback 
on our operations. We make necessary changes in 
our policies'frequently based on this feedback." . 

With sucH strong backing and support from. PFC, ne 
wonddr the meter is powering ahead. 
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Now access your bank from your PC ! urs 


PNB offers 
BANKING C" NVENIENC 
with N 
PNB INTERNET BANKING 


bs 
po re 


Facility available at 251 CBS branches 
across 44 cities. More to follow... 


Customer Benefits 


> Any Time, Anywhere access to account. 

p Details of transactions, Statement of account. 

> Online information of Deposits, Loan, Overdraft, 
Cheques and pending instruments. 


CENTRALISED q p Online transfer of funds. 


N Lenis r^] > Request for opening of Saving, Current, RD and FD 


account. 

> Request for ATM Card, Credit Card, Locker, issue of 
Cheque Book, Demand Draft, Pass Book and Gift 
Cheque. 


And lot of other facilities. 
Visit us at www.pnbindia.com 





This facility is presently available in the following 44 cities 
Agra, Ajmer, Ahmedabad, Ambala Cantt., Amritsar, Banglore, Belapur, Bhilwara, Bhopal, Bikaner, Chandigarh, 
Chennai, Delhi, Dehradun, Faridabad, Gandhinagar, Ghaziabad, Hyderabad, Indore, Jaipur, Karnal, Kapurthala, 
Kolkata , Kota, Lucknow, Ludhiana, Mapusa, Margaoa, Meerut, Mohali, Mumbai, NOIDA, Nagpur, Panipat, 
Patiala, Patna, Panchkula, Panjim, Pune, Raipur, Ranchi, Sangrur, Shimla, Vasco-de-Gama 


punjab national bank 


... the name you can BANK upon! 








SECTOR RANKINGS 


Growth in sales | change Growth in assets 


—————— RI I aw 





story || | || A— THE BW REAL 500 











Diversified‘! 
Pharmaceuticals 
Petrochemicals 
Telecom?2 
Computers/Office Equipment 
Capital Goods 

Sugar 

Cement 

iron & Steel 

Mining 
Electronics/Engineering 
Computer Software 
Food Processing 
Beverages 

Paints 

Metais 

Fast Moving Consumer Goods 
Automobiles 

Tyres 

Shipping 

Power 

Chemicals 

Paper 

Airlines & Aviation 
Fertilisers 

Auto Ancillaries 

Media & Entertainment 
Consumer Durabies 

Oil & Gas 

Textiles 
Construction/Real Estate 
Cables 

Hotels 
Ports/Infrastructure 
Gems & Jewellery 


BW 500 Median 


Computer Software 

Fast Moving Consumer Goods 
Paints 

Computers/Office Equipment 
Pharmaceuticals 

Paper 

Auto Ancillaries 

Oil & Gas 

Food Processing 

Diversified 

Metals 

Telecom 

Shipping 

Power 

Automobiles 

Capital Goods 

Mining 

Hotels 


For definitions, explanations and notes see page 80 


Diversified^' 
Computers/Office Equipment 
Computer Software 
Iron & Steel 

Food Processing 
Telecom? 
Pharmaceuticals 
Ports/Infrastructure 
Electronics/Engineering 
Fast Moving Consumer Goods 
Cement 

Metals 

Consumer Durables 
Hotels 

Capital Goods 

Power 

Cables 
Construction/Real Estate 
Oil & Gas 

Sugar 

Chemicals 

Mining 

Auto Ancillaries 
Fertilisers 

Media & Entertainment 
Paper 

Textiles 

Gems & Jewellery 
Beverages 

Tyres 

Shipping 

Paints 

Petrochemicals 
Airlines & Aviation 
Automobiles 


BW 500 Median 


Sugar 
Electronics/Engineering 
Media & Entertainment 
Beverages 

Tyres 

Airlines & Aviation 
Cement 

Chemicals 

Gems & Jewellery 
Construction/Real Estate 
Consumer Durables 
Petrochemicals 
Ports/Infrastructure 
Cables 

Textiles 

Fertilisers 

iron & Steel 


BW 500 Median 
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HOT ROLLED H-BEAMS IN LARGER SIZES 
BEING MANUFACTURED 
FOR THE FIRST TIME IN INDIA. 


| 


NOW PLAN YOUR STRUCTURAL NEED 
WITH INTERNATIONAL QUALITY BEAMS 


drilling rigs and equipment in 
heavy industries. 





For the first time in 
India, parallel lange beams 
and columns (typically known 
as H-beams) in larger sizes 
are being manufactured at 
our state-of-the-art Rail & 
Universal Beam Mill at Raigarh 
(Chhattisgarh). H-beams are 
the most desired preferred 
options of structural engineers, 
architects and construction 
companies worldwide looking 


As compared to 
conventional beams, H-beams 
provide greater choice of profile 
and efficiency in construction; 
superior stiffness, sectional 
efhciency and load bearing 
capacity; facilitate direct 
bolted/welded construction and 
economy in steel consumption. 


beyond the conventional and 
exploring for the better to win 
over the challenges of modern 


And if our wide range of 
99 standard products doesnt suit 
your needs, we are also equipped 


to provide you customized 
products according to your 
project requirements. 


construction. 


Ideally suited for a variety 
of applications including 
buildings, technological 
structures, bridges, power 
transmission, material handling 
systems, railways, offshore 


To know more about the 
wide applications of our product, 
get in touch with us today. 


-J JiNDAL STEEL & POWER LIMITED 


r^ CORPORATE OFFICE: Jindal Centre, 
12 Bhikaiji Cama Place, New Delhi - 110 066 
Phone: 91- 011- 26188340-50, 26188360 - 75 
Fax: 91 - 011 - 26161271, 26170691 


e-mail: marketing(Qjindalsteel.com 
www.jindalsteelpower.com 
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THE TOP 50 
By Sales By Assets 
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Indian Oil Corp. Bharat Sanchar Nigam 





























































































Reliance Industries 3 Oil & Natural Gas Corp. 4 
Hindustan Petroleum Corp. | 6 Reliance Industries | o3 
Bharat Petroleum Corp. pP Indian Oil Corp. | 1 
Bharat Sanchar Nigam | 2 National Thermal Power Corp. | 5 
Oil & Natural Gas Corp. | 04 Steel Authority of India | 8 
National Thermal Power Corp. | 5 Mahanagar Telephone Nigam | 9 
Steel Authority of India | 8 Power Grid Corporation of India | 12 
Hindustan Lever | 16 National Hydro- Electric dip i AB 2 
-GAIL (India) | Coal ndia — ^ Cover. 
ITC | Sardar Sarovar Narmada Nigam | 28 
Maruti Udyog | Nuclear Power Corporation of india — ° 14 
Tata Motors | Larsen & Toubro | 11 
Indian Petrochemicals Corp. | Rural Electrification Corp. | 22 
IBP Co. Hindustan Petroleum Corp. | 6 
Tata iron & Steel Co. Bharat Petroleum Corp. ug 
Larsen & Toubro GAIL (India) . 10 
Bharat Heavy Electricals Tata Iron & Steel Co. | 13 
Kochi Refineries | Rashtriya Ispat Nigam | 24 
- Chennai Petroleum Corp. ps Essar Steel ee a 
Videsh Sanchar Nigam | Bharat Heavy Electricals | 17 
Mahanagar Telephone Nigam | Ispat Industries | 28 
Karnataka Power Trans. Corp. j Mangalore Refinery & Petrochemicals ^— 25 
Mangalore Refinery & Petrochemicals — Hindustan Aeronautics LL 3832 
Grasim Industries x Tata Power Co. | di 
Air-India | Krishna Bhagya Jala Nigam ' 50 
Hero Honda Motors | Fertilizer Corporation of India (47 
Nuclear Power Corp. of India | Essar Oil | 48 
Tata Sons - Indian Petrochemicals Corp. | 19 
Rashtriya Ispat Nigam cp NTC. | §3- 
Bajaj Auto | Neyveli Lignite Corp. | 33 
South Eastern Coalfields | Tata Motors | 20 
Mahindra & Mahindra | Jindal Vijayanagar Steel 42 
Eastern Coalfields x Eastern Coalfields (84 
Tata Power Co. x Karnataka Power Transmission Corp. 29 
Indian Airlines x Videsh Sanchar Nigam 26 
Western Coalfields x Hindustan Fertilizer Corp. — | 58 
Neyveli Lignite Corp. 2 Bharat Coking Coal | 43 
Sterlite Industries (India) Hindalco Industries | | 89 
“Wipro Hi a Ee 18 
Videocon International | Tata Sons | 96 
























Haryana Vidyut Prasaran Nigam | Haldia Petrochemicals |.54 
Associated Cement Cos. x West Bengal Power Devp. Corp. |51 
Northern Coalfields Hindustan Lever | 16 
National Fertilizers | CESC | 46 
Hyundai Motor India | Grasim Industries | 85 
Singareni Collieries Co. | National Aluminium Co. . 49 
Ruchi Soya Industries | 109 Reliance Communications infrastructure 74 
Ispat Industries | 28 2824 2 Nir-India | 37 
- Shipping Corporation of india — ^— | 60 27847 50 Bajaj Auto deed." 
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/ Say goodbye to long queues. 

| State Bank of India in association with IRCTC* 
announces online reservation system, whereby you can 
book your Railway tickets online 

| Log on to www.irctc.co.in and register yourself. Book 


. tickets or make enquiries on PNR, reservation etc. 


(NW 


W 
QV CER WA AA aas 
^ \ 

na Vertes 








e Select your train depending on your journey, and hook 
your tickets online 

* Give payment instruction through www.onlinesbi.com 

e The amount will be directly debited to your SBI account 

* You will be charged a nominal transaction fee and you 


can have the tickets delivered to your home 





Contact our 

call centre at 
1600-11-2211** (toll free) 
or 0124 2345141. | 
E-mail at : 
ibanking@vsnl.net 


* Fully owned by Ministry of Railways, Govt. of India 


State Bank of India 


With you - all the way 


(B IRCTC 


..we care 
Rail Tickets Made Easy 
Ph.:011-23345500 / 23344787 
careGirctc.co.in 


** Call Centre at New Delhi, Mumbai, Kolkata, Hyderabad, Bangalore, Chennai, Bhopal, Chandigarh, Lucknow & Bhubaneswar. 
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THE TOP 50 


By Profits 


Company 


Net profit 
iRs crore) 



















































Bharat Sanchar Nigam 

Oil & Natural Gas Corp. | 
National Thermal Power Corp. | 5 
Reliance Industries : Š 
Indian Oil Corp. Í 
Hindustan Lever 16 
Nuclear Power Corporation of India 14 
Videsh Sanchar Nigam | 26 
Mahanagar Telephone Nigam | 9 
T 18 
GAIL (India) | 10 
Northern Coalfields | 56 
Wipro | | 68 
Tata Sons | 37 
Bharat Petroleum Corp. AM. 
Neyveli Lignite Corp. | 83 
Infosys Technologies 83 
Hindustan Petroleum Corp. 6 
Power Grid Corporation of India 12 






Oil India | 
Bajaj Auto (44 
























Coal India | 21 
Tata Power Co. | 8t 
South Eastern Coalfields 45 
Mahanadi Coalfields B6 
National Hydro-Electric Power Corp. 15 
Bharat Heavy Electricals N 
Hero Honda Motors 69 
Laboratories | 112: 
Satyam Computer Services | 103 
Hindustan Paper Corp. | 232 
National Aluminium Co. | 49 
HCL Technologies | 
Rural Electrification Corp. | 
Larsen & Toubro | 
Hindustan Aeronautics | 
BSES u 
Grasim Industries 
Airports Authority of India | 
National Mineral Devp. Corp. | 
Ranbaxy Laboratories x 





Container Corporation of India 
Shipping Corporation of India | 
Cipla x 
Moser Baer India x 
Great Eastern Shipping Co. | 
Tata iron & Steel Co. | 
Britannia Industries - | 
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Company 
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Steel Authority of India 


Essar Steel 

Bharat Coking Coal 

Usha ispat 

Sify 

Hindustan Fertilizer Corp. 
Haldia Petrochemicals 


Fertilizer Corporation of india 





Mangalore Refinery & Petrochemicals 





Indian Charge Chrome 
Konkan Railway Corp. 
National Jute Mfrs. Corp. 





Hindustan Photo Films Mfg. Co. 


Jindal Vijayanagar Steel 
BPL Mobile Cellular 
Mardia Chemicals 
Bharat Gold Mines 
Eastern Coalfields 


Parasrampuria Synthetics 


Indian Drugs & Pharmaceuticals 


indian Airlines 
Lloyds Steel Inds. 
IDEA Cellular 
Hindustan Cables 


National Textile Corp. (Maharashtra) 
Southern Petrochemical Inds. Corp. 


Cement Corporation of India. 


Hindustan Copper 
Indian iron & Steel Co. 
Heavy Engineering Corp. 
Prakash Industries 
Eveready Industries (India) 


Tata Teleservices (Maharashtra) 


Eskay K'N'IT (India) 
Tata Teleservices 
SIV industries 








Hindustan Steelworks Construction 


Paradeep Phosphates 
Spice Communications 
Modern Syntex (India) 
Core Healthcare 

JCT Electronics 

Ispat Profiles India 
Kirloskar Electric Co. 
Central Coalfields 





-BPL Mobile Communication 
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Company 












































Numaligarh Refinery 

Jindal Thermal Power Co. 
Lafarge india 

Lupin 

Alstom Projects India 

Haldia Petrochemicals 

Moser Baer India 

JK Paper 

Bharti Mobile 

Reliance Telecom 

Tata Teleservices (Maharashtra) 
Dr. Reddy's Laboratories 

Suzlon Energy 

Shaw Wallace Distilleries 
Hindustan Inks & Resins 

Bharti Telenet 

Fascel 

PSL 

Reliance Utilities & Power 
-infosys Technologies 

Ford India 

Oswal Chemicals & Fertilizers 
Sun Earth Ceramics 

Reliance Industries 

Tata Power Co. 

Escotel Mobile Communications 
Engineering Projects (India) 
Satyam Computer Services 
Graphite India 

PGF 

Roofit Industries | 
Metropolitan Transport Corp. (Chennai) 
Mahindra-British Telecom - 
Abhishek Industries 

Jindal Vijayanagar Steel 

West Bengal Power Devp. Corp. 
Uttar Haryana Bijli Vitran Nigam 
i-flex Solutions 

Parekh Platinum 

Bharti Cellular — 

Rama Newsprint & Papers 

Sily 

Gillette India 

Tata Sons 

Hero Honda Motors 

Nicholas Piramal India 

Bhushan 
Saw Pipes 








* See note 37. For definitions, explanations 
and notes see page 80 





Sales CAGR 
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THE TOP 50 
By Return On Capital Employed 






Company 


Hero Honda Motors 
Hindustan Paper Corp. 

Hindustan Lever 

Electronics Corporation of india 

IBP Co. 

Nestle India 

Suzlon Energy 

Infosys Technologies 
Mahindra-British Telecom 

Britannia industries == ti 
Procter & Gamble Hygiene & Health Care - 
Wipro : 
VST Industries 

Dr. Reddy s Laboratories 

Sun Pharmaceutical Inds. 
Novartis India 

CMC 

Pawan Hans Helicopters 
Colgate-Palmolive (India) 
Wockhardt — — — 

DLF Commercial Developers 
i-flex Solutions 

Castrol India 

Cipla 

ITC 

Container Corporation of India | 
Videsh Sanchar Nigam 2 
Marico Industries 
GlaxoSmithKline Consumer Healthcare - 
Aventis Pharma B 
Gujarat Gas Co. 

Satyam Computer Services 
Mahanadi Coalfields 
Siemens 

Bharat Electronics 

Asian Paints (India) 

Cadbury India 

Northern Coalfields 

Aistom Projects India 

Rolta india. 

Torrent Pharmaceuticals 
HCL Technologies 

Oil & Natural Gas Corp. 
National Mineral Devp. Corp. 
ICI india 

Finolex Industries 

Sterlite Optical Technologies 
Pidilite Industries 
Godfrey Phillips India 
Hero Cycles — E 
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a with the besi professional career prospect 


Graduate to the new World 
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SAS 





Scandinavian Airlines System Denmark Norway Sweden 
Amba Deep Building, 14 Kasturba Gandhi Marg, New Delhi - 110 001 
Tei.:335 2299, 335 0307, Fax: 335 5959 


PERFORMANCE APPRAISAL 


Student's Name : Radhika Jain 
Institution : SKYLINE BUSINESS SCHOOL 
















Rating * 
1. Technical knowledge regarding the industry and the job he/she was involved in Good 
2. Communications skills (a) Oral Excellent 
(b) Written Excellent 
(c) Listening skills Excellent 
3. Ability to work in a team Excellent 
4. Ability to take initiative Good 
5. Ability to develop a healthy long term relationship with clients Good 
6. Ability to relate theoretical learning to the practical training Good 
7. Creativity and ability to innovate with respect to work methods & procedures Good 
8. Ability to grasp new ideas and knowledge Excellent 
9. Presentations skills Excellent 
10. Documentation skills Excellent 
11. Sense of Responsibility Good 
12. Acceptability (patience, pleasing manners, the ability to instil trust, etc.) Excellent 
13. His/her ability and willingness to put in hard work Excellent 
14. In what ways do you consider the student to be valuable to the organisation? 
Consider the student's value in terms of : (a) Qualification Excellent 
(b) Skills and abilities Excellent 
(c) Activities/Roles performed Good 


ESSE NE LETTE UES PERL ANGIE SAER INNA TEESE SN TATED ELA SSSI Nn 
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For of propetu nS details wasa call / vhi: | i NR 
Skyline Business School, Hauz Khas Enclave, New Delhi - 16. 


Tel./Mobile:2686 4848, 2686 6968, 2652 - 1399/98 1000502 1/9810877385 


Skyline online: visit www.skylinecollege.com. or E-mail:Info@skylinecollege.com for 
* US Degrees are not recognised by Govt. of India, State Govts., UGC & AICTE 















SKYLINE BUSINESS SCHOOL 






















































THE TOP 50 


Value Creators Value Destroyers 


Return on 
assets (% 














Return on 


Company assets (%) 


Company 















Hindustan Paper Corp. Usha Ispat | 
Infosys Technologies Sify | 
Mahindra-British Telecom Bharat Gold Mines | 
Wipro Eskay K'N'IT (India | 
Britannia Industries Bongaigon Refinery & Petrochemicals | 
Hero Honda Motors Parekh Platinum | 
Sun Pharmaceutical Inds. Electrolux Kelvinator | 
Suzlon Energy Mardia Chemicals | 
Dr. Reddy's Laboratories Kirloskar Electric Co. | 








Hindustan Lever Mining & Allied Machinery Corp. — 










i-flex Solutions Modi Rubber 

Satyam Computer Services Hindustan Cables ! 
Nestle India Hindustan Photo Films Mfg. Co. | 
Container Corporation of India Parasrampuria Synthetics | 
Wockhardt SIV Industries | 
VST Industries JCT Electronics x 
Novartis India Ispat Profiles India | 
Videsh Sanchar Nigam x Indian Charge Chrome u 
Procter & Gamble Hygiene & Health Care NTC (Maharashtra 

HCL Technologies Tata Teleservices 

Northern Coalfields Fertilizer Corporation of India 

Marico Industries BPL Mobile Cellular 

GlaxoSmithKline Consumer Healthcare Indian iron & Steel Co. 

Cipla Indian Drugs & Pharmaceuticals 

Rolta india National Jute Mfrs. Corp. 

ITC Prakash Industries 

Aventis Pharma Hindustan Copper 

Mahanadi Coalfields Goodyear India 

Castrol india IFB Industries 

Cadbury India - Modern Syntex (India) 

National Mineral Devp. Corp. Concorde Motors 

Asian Paints (India) Cement Corporation of India 

IBP Co. Paradeep Phosphates 

Pidilite industries Bharat Coking Coal 

Sterlite Optical Technologies BPL Mobile Communications 

Torrent Pharmaceuticals National Organic Chemical Inds. 
Godfrey Phillips India Burn Standard Co. 

Oil India HMT Machine Tools 

Gujarat Gas Co. National Projects Construction Corp. 


Hindustan Steelworks Construction. 





Tata Sons 














Dredging Corporation of India IG Petrochemicals 

Punjab Tractors | Krishna Lifestyle Technologies 
Colgate-Palmolive (India u Hindustan Organic Chemicals 
Electrosteel Castings Heavy Engineering Corp. 

Moser Baer India Greaves 

ICI India Spice Communications i 
Oil & Natural Gas Corp. Eveready Industries (India 

Electronics Corporation of India Godrej Appliances : 
Cummins India Lloyds Steel Industries | 
Hero Cycles Bharti Telenet — . fee 
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We're a global development 
body working for the rights of 
the poor and marginalised in 
years over 40 countries around the 
of ActionAid world. 


In India we've been working 
for 30 years now with some of the most 
marginalised communities. Our work has been 
driven by the principle of *philanthropy for 
social justice’ wherein we go beyond just ‘giving 
money’ to actually involving ourselves with issues 
that are fundamental for ensuring the rights of 
the poor and marginalised towards social justice 
and equality. 

Apart from fighting for ‘rights’, 
our work includes raising aid for 
specific causes like the Gujarat 
riots, the Gujarat earthquake and 
the Orissa cyclone. In recent 
times you may have also witnessed 
some of our charity events such 
as the ‘Sound of Sea’ musical 
extravaganza at the Gateway of 
India for the homeless children; 
‘Ek Alag Mausam’, a feature film 
with HIV/AIDS as the core issue, 


. PEOPLE. TOGETHER, 





ActionAid India's Gujarat 
Earthquake fund collection drive 





Venga Boys music concert for the benefit of 
street children; premiere of the movie 'Sur' 
for victims of Gujarat riots, and premiere of the 
movie 'American Sweetheart' for the benefit 


of the Girl child. 


Besides all these activities we also work towards 
promoting multi-level partnerships between civil 
society, the government and the needy. For 
instance in our ‘India for change’ programme 
we partner with local governments and civic 
bodies to run night shelters, schools, dispensaries 
and counselling centres for the urban homeless. 


And now, to take these efforts a step forward 
we're looking for a highly driven 
and motivated team of people to 
promote *Karm Mitra', a unique 
movement for social change. 
‘Karm Mitra’ aims at creating a 
broad network of socially 
responsible people who have the 
standing, capacity and the 
inclination to bring about a change 
towards a better and more just 
society. Through this network of 
donors ‘Karm Mitra’ aims to 
generate resources that will not 


ActionAid India’s communal harmony campaign 
only help some of the most marginalised 
communities (Like the sex workers, the HIV 
positive, the urban homeless, the disabled, the 
riot victims, dispossessed tribals, dalits, manual 
scavengers and street children) meet theii 
day to day survival needs but also help them 
continue their fight for right to dignified living. 


What's really unique about ‘Karm Mitra’ is that 
it not only benefits the recipient communities 
but also the donor. It brings fabulous returns to 
the donors in the form of Tax Exemptions, Free 
Invites to Music Concerts, Movie Premieres 
and Supper Theatre, Free Holiday Packages, 
Free Life Insurance, Free F&B Coupons, Free 
Music Cassettes and CDs, Free Credit Card, 
Free Reliance Mobile Phone, Exclusive 
discounts from some of the most well known 
brands and much more. 
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karm mitra 


All selected DSAs and Individuals would be rewarded with handsome incentive packages. Including 
opportunities to promote exclusive merchandise/products created by artisans and crafts people we 
work with, and also products manufactured by our socially responsible corporate 
associates like ICICI, Kotak Mahindra, Reliance, Hallmark, Mantra Entertainment and many more. 


So come be part of this new movement to make our world a better place-by creating ‘Karm Mitra’ 


caring communities. 


To find out more about the ‘Karm Mitra’ donor loyalty programme. Email us at 
shalinid@actionaidindia.org or write to Jeroninio Almeida (Jerry) at ActionAid India Society 


‘Karm Mitra’ would be promoted through Direct Giving Agencies who shall promote 


C-88 South Extn. Part-II, New Delhi-110 049 or call at 91-11-516 40571-76. 





'Karm Mitra’ to working executives, and through Multi Level Giving wherein ‘Karm Mitra’ members can network and get 
their friends, colleagues, neighbours and associates to become members and thus also earn handsome incentives. 


We invite DSAs promoting reputed financial, insurance, telecom and other products to send in their profiles with details of 
infrastructure, turnover and tax returns (past 3 years). MLM leaders, Insurance agents, Tax/HR consultants, Homemakers 
and Housewives, Retired people, Professionals and others are also invited to come and be a part of this movement by sending 
in their profiles along with other details. 





ActionAid India ‘Karm Mitra’ membership card 








ICICI Bank 


z OM Kotak Mahindra 
Credit Cards 


Life Insurance 
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Entrants 












Company x | : | k | Company 

“Redington (india) ' — ER 

Durgapur Projects 

Hutchison Max Telecom 

SPIC Petrochemicals 
‘Electrolux Kelvinator = 
Jaiprakash Hydro Power .— 
Bharat Bhari Udyog Nigam — 

Narmada Hydroelectric Devp. 

Sahara Airlines 

Punj Lloyd 

Kodak India 

Essel Propack 

Bharti Telesonic 

Graphite India 

United Breweries (Holdings) 

PGF 

i-flex Solutions 

Ennore Port 

Suzion Energy 

Riddisiddhi Bullions 

Mahindra-British Telecom 

Rolta India 





OR sanch: r Nigam 
3 -Sardar Sarovar Narmada Nigam 
0 IBPCo —— 
honed mq Jala pia 








‘Bharat Gold Mines Ee E 
Metropolitan Transport Corp. — I 
(Chennai) 
Andhra Pradesh Paper Mills 
PSL 
West TS Paper Mills 
Abhishek Industries 
Shah Alloys 
Gujarat Gas Co. 
National Projects Construction 
Corp. 
Madras Aluminium co. 
RITES ` 
Aistom 


Tata International 
ONGC Videsh 
` Usha Martin 

| . Lafarge | India 
5 Jaypee Cement. 
. Vadinar Oil Terminal 
- Spice Communications 
-Alstom Projects India 
Jindal Thermal Power Co. 
| Gitanjali Gems 
Hutchison Essar Telecom 





Company ñ Company : 


4n. Anal Properties & inds. xm cs 
4712 Alpine Industries (F) — —— — 
'3 Otis Elevator Co. (India) - 
 Malanpur Steel 
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IN OUT, UP DOWN 






Top Losers w 


Top Gainers A. 





C3 company 

114 355 Bharti Cellular dud ^1. ng n 4 —— i 181 
243 418 Hindustan Inks & Resins ` | 175 | 414 247 Krishna Lifestyle Technologies. 167 
157 303 Bharti Mobile | 146 ` 395 261 EskayK'N'IT(Indi) — — 134 
88 | 225 Bharti Tele-ventures uu 137 | 377 278 ModiRubber ` hU 99 
262 374 Bharti Telenet LIE 112 | 463 366 GTC Industries - i 97 
944 454 Samsung Elec. India Info. & Telecom. 110 400. 308 Xerox Modicorp - 2 92 
156 260 | Moser Baer India x 104 Oo | NT 92 
393 495 | Agro Tech Foods 1 102 | 433 348 Lakshmi Machine Works ` 85 
398 485 BASF India x 87 313 228 Godrej Industries 85 
374 460 | Bharti Telecom 86 | 468) 385 VST Industries — | 83 
357 443 Kitchen Appliances India — 86 | 48 402 NTC (AP, Kar., Ker. & Mahe) 79 
228 306 Nicholas Piramal India 78 (453) 376 Kirloskar Electric Co. | 77 
295 370 | Alok Industries | T | 389 313 | SIV Industries | 76 
289 358  Fascel 69 | 428 353 Hindustan Organic Chemicals 75 
406 474 HMT Machine Tools | 68 229 154 Bombay Dyeing & Mfg Co. 75 


Total comfort down under 


Virgin threaded VESTS & BRIEFS 


Virgin threaded vests and briefs. That’s maxi-stretch, 
hard-stitch and peroxide bleached. All to give you the 
most wonderful feel that is best enjoyed. It's so 
comfortable, like wearing nothing at all. 


Made of soft stretch virgin threads, 12 styles. 6 shades. 
Jersy, Drop needle. 1/1 Rib. 


Crocodile 


Tough Guys Dress Easy 
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ABB Bhushan 

Abhishek Industries Bhushan Steel & Strips 

Agro Tech Foods Binani Cement 

Ahmedabad Electricity Co. Binani industries 

Air-india Birla Corporation 

Airports Authority of India Birla VXL 

Alembic Bombay Dyeing & Mfg Co 
Allanasons Bongaigon Ref.& Petro. 

Alok industries Brakes India 

Aistom Britannia Industries 

Alstom Projects India Burn Standard Co. | 
Ambuja Cement Eastern CESC 46 29 
Ambuja Cement Rajasthan CMC | 
Andhra Pradesh Paper Mills : Cadbury india 













-Apar industries | Cadiia Healthcare 
Apollo Hospitals Enterprise - Castrol India 
Apollo Tyres | Ceat 
Arvind Mills Cement Corporation of India ` 
Ashima Central Coalfields 
Ashok Leyland Central Warehousing Corp. ` 
Asian Paints (India) Century Enka x 
Asian Star Co. Century Textiles & Inds. 
Associated Cement Cos. Chambal Fert. & Chemicals - 
Atul Chemplast Sanmar ; 
Aurobindo Pharma Chennai Petroleum Corp. 
Aventis Pharma Cipla 
-BASF nda — . Coal India 
BPL Colgate-Paimolive (india) 
BPL Mobile Cellular Concorde Motors 
BPL Mobile Communications. Container Corp. of India 
BSES Core Healthcare 
Bajaj Auto Coromandel Fertilisers 
Bajaj Tempo Crompton Greaves 
Balaji Distilleries Cummins India 
Balaji Industrial Corp. DCM Shriram Consolidated 206. 35 
Ballarpur Industries DCM Shriram Industries 
Balmer Lawrie & Co. DOW 
Balrampur Chini Mills DLF Commercial Developers - 
Bannari Amman Sugars DLF Universal | 
Bata India Dabur India 
Bayer (India) Dakshin Haryana Bijli Vitran ` 
Bellary Steels & Alloys Dalmia Cement (Bharat) 





Bennett, Coleman & Co. Deepak Fert. & Petro. Corp. - 
Berger Paints india Deihi Metro Rail Corp. 
Bharat Aluminium Co. Dhampur Sugar Mills 
Bharat Bhari Udyog Nigam Dimexon Diamonds 
Bharat Coking Coal Dr. Reddy's Laboratories 

-, Bharat Dynamics Dredging Corp. of India 

— Bharat Earth Movers Duncans Industries 
Bharat Electronics Durgapur Projects 
Bharat Forge EID-Parry (India) - 
Bharat Gold Mines FIH 
Bharat Heavy Electricals Eastern Coalfields 
Bharat Petroleum Corp. Eastern Power Dist. (AP) 
Bharat Sanchar Nigam Eicher 
Bharatiya Reserve Bank Note Electrolux Kelvinator 

Mudran Electronics Corp. of India 

Bharti Cellular Electrosteel Castings 
Bharti Mobile Engineering Projects (India) 
Bharti Telecom Engineers India 

. Bharti Telenet Ennore Port 

<o Bharti Telesonic Escorts 





Bharti Tele-ventures Escotel Mobile Comm. 






GAIL (India) 


H&R Johnson (India) = 


Eskay K'N'IT (India) 
Essar Oil 

Essar Power 

Essar Projects 
Essar Shipping 
Essar Steel 

Essel Propack 
Eveready industries (india) ` 
Excel industries 

Exide Industries 

Fasce! rabie 
Fertilisers & Chem.. Trav. 
Fertilizer Corp. of india 
Finolex Cables 

Finolex Industries 

Flex Industries 

Ford India 


GTC Industries 
GTL 

GVK Industries 
Gammon India 
Garden Reach Ship. & Eng. 
Garden Silk Mills 
Garware Polyester 
Gharda Chemicals 
Gillette India 
Gitanjali Gems | 
GlaxoSmithKline Cons. Health. 
GlaxoSmithKline Pharma. — 
Godavari Fert. & Chemicals ` 
Godfrey Phillips India | 
Godrej & Boyce Mfg Co. 
Godrej Appliances 
Godrej Industries : 
Gontermann-Peipers (India) 
Goodiass Nerolac Paints 
Goodyear India 

Graphite India 

Grasim Industries 

Great Eastern Shipping Co. 
Greaves : 
Gujarat Alkalles & Chems 
Gujarat Ambuja Cements — 
Gujarat Chem Port Term. Co. 
Gujarat Gas Co. 

Gujarat Heavy Chemicals 
Gujarat Industries Power Co. 
Gujarat Mineral Devp. Corp. 
Gujarat Narmada Valley Fert. 
Gujarat State Electricity Corp. . 
Gujarat State Fert. & Chem 


HCL infosystems 

HCL Technologies 
HEG 

HMT 

HMT Machine Tools 
Haldia Petrochemicals 
Haryana Power Gen. Corp. 
Har. Vidyut Prasaran Nigam 
Heavy Engineering Corp. 
Hero Cycles 
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SCT Electronics 


Hero Honda Motors 
Himachal Futuristic Comm. - 
Hind Lever Chemicals 
Hindalco Industries 
Hindustan Aeronautics 
Hindustan Cables 
Hindustan Construction Co. ` 
Hindustan Copper 
Hindustan Fertilizer Corp. 
Hindustan inks & Resins 
Hindustan Lever 
Hindustan Motors 
Hindustan Organic Chem. 
Hindustan Paper Corp. 
Hindustan Petroleum Corp. 
Hind. Photo Films Mfg. Co. 
Hindustan Shipyard 
Hindustan Steelworks Cons. 
Hindustan Times 
Hindustan Zinc 

Hind. Engineering & inds. 
Honda Sie! Cars India 
Hotel Leelaventure 
Hutchison Essar Telecom 
Hutchison Max Telecom 
Hy-Grade Pellets 

Hyundai Motor India 





IC! India 

IDEA Cellular 

IFB industries 

IG Petrochemicals 

IPCA Laboratories 

ITC 

iTi 

i-flex Solutions 

india Cements 

indian Airlines 

Indian Aluminium Co. 

Indian Charge Chrome 
Indian Drugs & Pharma. 
Indian Express (Bombay) 
Indian Hotels Co. 

Indian iron & Steel Co. 
Indian Oil Corp. 

Indian Petrochemicals Corp. 
Indian Rayon & Industries 
indian Seamless Metai Tubes 
indian Seamless Steeis & Ail. 
indo Rama Synthetics (India 
Information Technologies (1): 
Infosys Technologies 
Ircon International 
ispat Industries 

Ispat Metallics India 
ispat Profiles India 
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JCT 

JK Corp 

JK Industries 

JK Paper 

JK Synthetics 

Jain Irrigation Systems 
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PGDBA 2004-06 Admission Noti 


INSTITUT E F OR 
TECHNOLOGY AND MANAGEMENT i 


Navi Mumbai - Bangalore - Chennai - Warangal 


‘The Institute for Technology and Management 
group of business schools announces the Sale of 
Application forms for admission to its PGDBA 
2004-06 program. 


About the Program 


The Post-Graduate Diploma in Business 
Administration is an industry recognized, AICTE 
approved, 2 year full-time program . With highly 
relevant and current course contents updated 
yearly by the ITM Academic Council, the PGDBA 
program offers specializations in Marketing, 
Finance and Human Resource Management. 


Program format: The PGDBA Program is 


formatted on a trimester system, with 3 academic 
terms per year. 


Teaching Methodology: ITM campuses are weil 
equipped for modern pedagogical methods: the 


Harvard Case Study Method combined with a 
strong focus on fundamentals and Project 
preparation. Text books and course books 
provided. 


ITM Centers 

This program is offered in four ITM centers: 

Navi Mumbai, Bangalore, Chennai and 
Warangal. All centers are fully residential with 
comfortable hostels for men and women (ITM 
Chennai offers limited hostels for women only) 


Academic Facilities & Infrastructure 
All ITM centers are fully wired, with high-speed 


internet Access & Intranet based learning 
resources delivered to every desk. Each center 
boasts a large, up-to-date library, and access to 
the EBBSCO database- the largest, full-text 
online archive of research journals and 
academic/commercial publications. 


Laptop Program 
Laptop computers are compulsory for each 


Student, in order to benefit from the facilities 
offered. ITM, in partnership with HCL, offers its 
students high-end Toshiba laptops at 


manufacturer prices. 

ITM Rankinas 

Since its birth in 1991, ITM has become one of the 
top 25 schools in India. A selection of our ranking 
from National Magazines: 

24th best, all-india: Outlook Magazine '03 

15th best for Industry Interface : Business 
World ‘03 

33rd best, all-India: Business World ‘03 

12th best for Placements: Business Today ‘02 


Academic/indu inkage 

With the majority of our faculty drawn from the 
business world, our institute has relationships with 
some of India's largest companies. Live projects, 
seminars, discussion panels and events 
throughout the academic year, combined with 
summer and winter internships help students 
acquire hands-on business experience 


Campus-Life 

Apart from pure academics, the PGDBA program 
includes courses in Yoga, physical fitness, Self- 
discovery, public speaking, communications skills, 
personal grooming etc. Social and cultural 
activities abound. Our campuses are designed for 
serious academics- with study halls, dedicated 
labs, garden spaces and large cafeterias. 


Placement 

Over 200 of India's top 300 companies recruit out 
of ITM every year. Our placement record was top- 
notch last year, with 100% placement in all 4 
locations and starting salaries as high as Rs.14 
lacs/pa and median at Rs. 3.6 lacs/pa 


Application and Admission Ali [TM institutes 


admit students through a common admission 
procedure, conducted by ITM Navi Mumbai. 


Eligibility Any graduate with min. 56% marks in a 
Bachelors Degree from any University recognized 
by AIU. submit a valid CAT, XAT, GMAT, JMET or 
MAT score, or must be appearing for CAT 2003, 
XAT 2004 etc. Candidates must also submit a 
valid CAT, XAT, GMAT, JMET or MAT score, or 
mustbe appearing for CAT 2003, XAT 2004 etc. 





AICTE Approved) 





Howto Apply 
By mail: Purchase Application kit by 


sending a DD for Rs.1,000/- in favor of 
"Institute for Technology & Management" 
payable at Mumbai to the address below. 
Return completed application with copies 
of required documents and testscores. 

e By Web: You may begin your application 
process online at 

WWW. imissions.com, application 

fee and documents must be submitted by 
mail, as above. Brochure and prospectus will 
be sentto you. 

« Application forms are now available at ail 
IMS leading centres. 











Merit-cum-Means scholarships are available for 
exceptional candidates every year. These offer 
financial assistance in the form of 50% and 25% 
tution fee waivers, and part-time employment on 
stipend. Research and Teaching Assistantehip 
are available, as per departmental needs. 





Appii ical on reg are a available : 

Oct. 1 - Dec, 30, 2003 

Last date for receipt of application forms: 
Dec. 31, 2003 

Last date for Scholarship applications: 
Nov. 30, 2003 

Group Discussion / Personal Interviews: 
Feb. - Apr. 04 

Program commences: July 2004 


Early admission : Jan. - Feb. 2004 
Outstanding candidates will be invited for 
individual interview and "A day in the campus 
experience.” You wil maet faculty and students 
and admission offered same day. 





Contact: Admissions Co-ordinator (2004-06), 
institute for Technology and Management 
Plot 25/26, Sector 4, Institutional Area, 
Kharghar (E), Navi Mumbai -410 210. 

Tei.: 022- 27580903/04 
email: admissions@itm.edu 


Redeyefitimipadba 04-06 


Application forms now available from ail IMS centres : visit http://www.imsindia.com/ims centres.htn 


























Jaiprakash Industries 
Jayaswals Neco 
Jaypee Cement 
Jindal Iron & Stee! Co. 
Jindal Polyester 

Jindal Steel & Power 
Jindal Strips 

Jindal Thermal Power Co. 
Jindal Vijayanagar Steel 
Jubilant Organosys 
KEC international = 
Karnataka Power Trans. 
Karp Impex 

Kesoram Industries 
Kirloskar Brothers 
Kirloskar Electric Co. 
Kirloskar Oil Engines 
Kitchen Appliances india 
Kitply industries 

Kochi Refineries 

Kodak india 

Konkan Railway Corp. 
Krishna Bhagya Jala Nigam ` 
Krishna Knitwear Tech. 
Krishna Lifestyle Tech. 
Kudremukh Iron Ore Co. 
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LML 

Lafarge India 

Lakshmi Machine Works 

Larsen & Toubro 

Lloyds Steel industries 

Lucas-TVS 

Lupin 

MIRC Electronics 

MRF 

Madras Aluminium Co. 

Madras Cements 

Madras Fertilizers 

Madura Coats 

,, Mafatlal Industries 
Mahanadi Coalfields 

Mahanagar Telephone Nigam ` 

Mahavir Spinning Mills 

Mahindra & Mahindra 

Mahindra-British Telecom 

Malvika Steel 

Mangalore Chem. & Fert. 

Mangalore Refinery & Petro. . 

Mardia Chemicals 

Marico Industries 

Maruti Udyog 

Max India 

Mazagon Dock 

McDowell & Co. 

Metropolitan Trans. Corp. 

Mining & Allied Machinery 

Modern Syntex (India) 

Modi Rubber 

Mohan Breweries & Distill. 

Morarjee Goculdas Spinning. 

Morepen Laboratories | 





Moser Baer India 

Motor Industries Co. 

MphasiS BFL 

Mukand 

Mysore Cements 

NIIT i 

NTC 

NTC (A.P., Kar, Ker & Mahe) 

NTC (Gujarat) 

NTC (Madhya Pradesh) 

NTC (Maharashtra North) 

NTC (South Maharashtra) 

NTC (T.N. & Pondicherry) 

NTC (Uttar Pradesh) 

NTC (W.B., Ass., Bih. & Ori.) 

Nagarjuna Fert. & Chemicals 

Nahar Spinning Mills 

Narmada Hydroelectric Devp. 

National Aluminium Co. 

National Buildings Cons. 

National Fertilizers 

National Hydro-Electric Pow. 

National Jute Mfrs. Corp. 

National Mineral Devp. Corp. 

National Organic Chem. inds. 

National Projects Cons. 

National Steel & Agro Inds. 

National Thermal Power 

Nestle india 

Neyveli Lignite Corp. 

Nicco Corp. 

Nicholas Piramal India 

Nirma 

North Eastern Electric Power 

Northern Coalfields 

Novartis India 

Nuclear Power Corp. of India 

Numaligarh Refinery 

Oil & Natural Gas Corp. 

Oil India 

ONGC Videsh 

Orchid Chemicals & Pharma 

Orient Paper & inds. 

Oswai Chemicals & Fert. 

PPN Power Generating Co. 

PSL 

Paradeep Phosphates 

Parasrampuria Synthetics 

Parekh Platinum 

Pawan Hans Helicopters 

Pentamedia Graphics 

Pentasoft Technologies 

Philips india 

Phillips Carbon Black 

Pidilite Industries 

Power Grid Corp. of India 

Prakash industries 

Prism Cement 

Procter & Gamble Hygiene 
& Health Care 

Punj Lioyd 

Punjab Tractors 








RPG Cables : 
Rajasthan Spg & Wvg Mills - 
Rallis India 

Rama Newsprint & Papers 
Ranbaxy Laboratories 


Rashtriya Chemicals & Fert. 98 


Rashtriya Ispat Nigam 
Raymond 

Reckitt Benckiser (india) 
Recron Synthetics 
Redington (India) 
Reliance Communications 
Infrastructure 

Reliance industries 
Reliance Ports & Terminals ` 
Reliance Telecom | 
Reliance Utilities & Power 
Riddisiddhi Bullions 

Rota india 

Roofit Industries 

Ruchi Soya Industries 
Rural Electrification Corp. 
SIV industries 

SJK Steel Corp. 

SKF Bearings India 
SKumars Nationwide 

SM Dyechem 

SPIC Petrochemicals 

SRF 

SSi 

SYC Superchem 

SWIL 

Sahara Airlines 
Saint-Gobain Glass India 
Sakthi Sugars 

Samsung Electronics India 
information & Telecom. 
Samsung india Electronics 
Samtel Color 

Sanghi industries 

Sanghi Polyesters 
Saraswati industria! Syn. 
Sardar Sarovar Narmada 
Satyam Computer Services ` 
Saurashtra Cement 

Saw Pipes 

Search Chem Industries 
Shah Alloys 

Shaw Wallace Distilleries 
Shipping Corp. of india 
Shree Cement 

Shree Rama Multi-Tech 
Siemens 

Sify 

Silverline Technologies 
Singareni Collieries Co. 
Sintex industries 

South Eastern Coalfields 
Southern iron & Steel Co. 
Southern Petro. Inds. Corp. 
Spice Communications 
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Suzlon Energy 


Tamil Nadu Newsprint 


u 


Uttar Haryana Bijli Vitran 





ANest Bengal Power Devp 


Xerox Modicorp 


Steel Authority of India 
Sterlite Industries (India) 
Sterlite Optical Technologies 
Suashish Diamonds 

Sun Earth Ceramics 

Sun Pharmaceutical Inds. 
Sundram Fasteners 
Sunflag iron & Steel Co. 
Supreme Industries 
Supreme Petrochem 
Su-Raj Diamonds & Jewel. 
Surat Electricity Co. 

Surya Roshni 


Tamilnadu Petroproducts 
Tata Chemicals 

Tata Infotech 

Tata International 

Tata Iron & Steel Co. 

Tata Motors 

Tata Power Co. 

Tata Sons 

Tata Tea 

Tata Teleservices (Mah.) 
Tata Teleservices 

Tehri Hydro Devp. Corp. 
Telco Construction Equip. Co 
Telecom. Consultants india 
Thermax 

Titan Industries 

Torrent Pharmaceuticals 
Tractors & Farm Equipment 
Trigyn Technologies 

Triveni Engineering & inds. 
Tube Investments of India 
United Brewerles (Holdings) 40 
United Phosphorus 
Uniworth 

Usha ispat 

Usha Martin 

Uttam Galva Steels 





Vadinar Oil Terminal 
Vardhman Spg & Gen. Mills 
Videocon Appliances 
Videocon Communications 
Videocon International 
Videsh Sanchar Nigam 
Voltas 


West Coast Paper Mills 
Western Coalfleids 
Whirlpool of india 
Wipro 

Wockhardt Lifesciences 
Wockhardt 


Zee Telefilms 
¿uari industries 








Innovate and inquire before 
copying food brands, says 
Sharada, wanting a balanced 
growth of product ideas. "Else 
we will be a sick nation" 


MEERA SETH 


HARADA Dey felt agitated. Her vice-presi- 
dent (marketing) Kapil Vasudeva, who had 
only three months ago pooh-poohed the 
idea of Rich Foods setting up restaurants, in- 
stead suggesting the launch of Rich’s canned 
meals, was now reversing his opinion. Worse, 
he was even aggressively suggesting a name, 
Rich Diners. But Kapil wouldnt yet discuss why he had himself 
chosen to shelve the ready meals idea. "Don't push for an an- 
swer now, Sharada,” said Kapil. "Next month maybe I will have 
a coherent explanation for this change of plans." 

The idea of diners seemed dull and unimaginative to 
Sharada. "Do we need another burst of pizzas, burgers, sand- 
wiches?” she asked. "How many more of the same do con- 
sumers need?" 

Kapil shrugged: “But face it, the concept is a seller. Ameri- 
can-style restaurants, large helpings, big value for money, mu- 
sic, youth — all those things spell business. And anyway, if and 
when we do launch Rich Meals, the Rich Diners will be a good 
prelude to it." 

Kapil seemed inclined to the idea, but not Sharada. "If it 
must be the diners, then we must think and innovate instead 
of simply replicating a template," she said. “By that mean, en- 
cash on our cuisine, our experience and eating habits, while 
retaining the fun value of American fast foods. Create a snazzy 
Indian diner with the ambience of youth and aspiration, and 
the goodness of healthy meals. It seems to me that since the 
last 7-9 years all we can think of is more and more of the same 
stuff. It's getting dull Kapil!" 

"Ifit was getting dull, these restaurants won't be bursting 
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with diners, Sharada!” said Kapil. But Sharada, who had al- 
ways been a vocal campaigner for liberalisation, felt the 
process had only led to knee-jerk copying of styles in every- 
thing, be they shoes, clothes, or food. “What happened to our 
own imagination?” she asked now. 

“Sharada, we are in business,” said Kapil. “That means we 
have to cater to market demand. What exactly do you have 
against these eateries?” 

“Frankly, nothing against the eateries,” said Sharada. “If at 
all I have a grouse, it's against marketers who completely lack 
imagination! And if staying in business is your worry, then we 
will Kapil, if we can first ponder. Somewhere, we as thinking 
individuals need to stop and take stock of a) the quantity — 
how many more of these fat shops do we want? b) quality and 
content — are these habit generators adding to long-term 
health and healthy practices? c) what core value-addition 
have we Indian managers given to liberalisation, to our cui- 
sine, to our healthy habits? And that begs you to take stock 
and evaluate the merit of yet another burger-pizza-sandwich- 
steaks-fries-cola combo! It is you and I who have to stop in our 
tracks and take stock, because we need to evaluate whether 
we create new habits that are also healthy or if we want to con- 
sciously sponsor a lifestyle that is already threatening national 
health in other parts of the world!" 

Kapil gasped, "Oh oh oh! Now where did that come from!" 
In response, Sharada said: "You want to have a serious debate 
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A on this? Then hang on,” and she fled and returned a few min- 
utes later with a folder of printouts she had downloaded from 
the Net. Holding the folder back, she said: “We will come to 
this later. First tell me, when you buy a packet of chips, biscuits 
or canned foods, do you read the fine print?” Kapil shrugged. 
Sharada patted the folder and said: “Increasingly, I have been 
reading debates in the Western press about certain ingredi- 
ents in foods, over which even the Western consumeris raising 
his eyebrows. While all the action is happening there, the 
awareness has neither touched us as consumers nor us as 
marketers. Tell me why are marketers skirting this issue? I have 
nothing against pizzas, and burgers and all those whatnots; 
five Rich Diners will be a mere drop in a bucket. But when you 
start your canned meals product development, I want to 
come to your lab with my microscope!" 


APIL grinned and said: "Sharada, where is your ar- 

row headed? Rich Diners? Rich canned meals? Or all 

foods?" Sharada shook her head, "See? You missed 

the point completely! My arrow is headed at mar- 
keters, at least the Indian marketing managers who are so void 
ofimagination! Marketers, in a frenzy to appoint fashion prac- 
tices that have succeeded for the time being, have overlooked 
the impact of the habits these practices generate. By that I 
mean something else too. As Indians, we have a long legacy of 
what we consider safe practices in eating and consumption. 
Also, we have had theories on organic foods, and our practices 
have been largely organic in nature: farm fresh vegetables, 
freshly-ground atta, even our intermediates are freshly made 
by the housewife, be it pyaz ka masala or gravies. If these prac- 
tices have withstood time, despite the inconvenience, isn't 
there something there?" 

Then pausing for breath, she continued: "Kapil, go back in 
time. Since liberalisation, we have had many new food offer- 
ings: pizzas, burgers, canned stuff, packaged ready-to-eat 
foods, etc., new biscuits, juices, confectionery, etc., which are 
completely imported and not home production. I ask, do 
marketers examine ingredients of a product to see if these are 
in sync with our unspoken beliefs on food value? Like salty 
foods, like highly-sugared waters, foods out of cans, highly-re- 
fined flour diets and so forth?" Kapil was alarmed: "What is 
wrong with any of these?" 

“Oh, nothing wrong with any of these," said Sharada, "a lit- 
tle of everything is very good. But I am talking of a slowly 
spreading culture of such unhealthy foods, which seem to 
have predominance over other kinds offoods that are possible 
— oh, if only we used a little imagination! Note, Kapil, the op- 
erative word is ‘predominance’. Now wouldn't our diner also 
add to that 'predominance" Let me explain. For example, 
Rooh Afza, as a drink which is more suited to Indian summers, 
is now overshadowed in the face of predominating ready-to- 
drink sugared waters; or namkeens — Indians love namkeens, 
yes, but traditionally Indian namkeens are made from rice 
flour, besan and wheat, remedied with ajwain or jeera or hing 
to manage digestion; but today, it is a predominance of pota- 
toes! Think about what I am saying. I am not for a moment 
thumping my chest and screaming for desi foods only; I am 
saying don't sweep old practices away without examining 
their relevance in the context of our climate, our health, our 











historic resilience to many health disorders. Two, learn from 
the experience of the West and desist offering foods which 
they themselves are seeking to curtail!" 

Then pulling out an article from her folder, she said: “Don't 
get me wrong, Kapil. It's not about your diners, but about all 
these new foods, which like stowaways are finding place on 
shop shelves and there is no one checking them! Read this 
new debate in the West, over Rhettos, a cookie loaded with 
chocolate and cream. A lawyer has sued Rhettos saying it con- 
tains trans fat, which is lethal for cholesterol and certainly bad 
for kids! If you take that as one example then you see that if 
Rhettos came to India in imports, which it is likely to, would 
marketers examine its ingredients to check for consumption 
value? Do they know about trans fat?" 

"If you mean whether importers/distributors in the distri- 
bution value chain would check it, I would say they wouldnt," 
said Kapil. 

"Right," said Sharada, "but, say, you go and tell a house- 
wife that the cookies she just fed her kids contains trans 
fat which is lethal, won't she react differently?" 
Kapil agreed, but said: "Sharada, the problem is 
also lack of information among consumers. 
How many consumers are really bothered 
about what they eat? They will eat whatis 
put on their table!" 

Nodding briskly, Sharada said: 
"Exactly! Therefore, at the first level, 
you as a marketer need to know what 
you are putting on her table! And if 
you as a marketer gave her informa- 
tion, then maybe she will decide how 
often she wants to consume it. The 
big brands didn't put nutrition facts 
onthe packs till they were forced into it 
by legislation. But that is just nutrition 
facts. But foods contain more than nutri- 
tion. So when we do not have a well-devel- 
oped information system that bares open 
food composition, is it fair to fill the consumer's 
plate with stuff that is good on the tongue in the 
short term, but not on his insides in the long term? And 
that is what I am driving at when I tell you, ask yourself this 
question while you design the menu for our diners. Will you, 
thus, put a calorific value for every item on your menu and for 
every combo? Will your Rich canned meals mention ‘this can 
contains ingredients which have not been organically devel- 
oped, or salt which is in excess of your daily needs’? 

Kapil looked harassed as he said: "Sharada, but is that go- 
ingto stop others from doing more ofthe same fare?" 

“That's not the point, Kapil,” she said. “Point is if you, as a 
marketer, are armed with information, will you behave differ- 
ently?" Kapil winced, as some debates on Rich Meals which he 
had kept away from Sharada for the time being came to mind. 
"That's the whole problem," he said. "I had just this debate the 
other day with Raina where he was discussing a certain brand 
of luncheon meat in Europe where the animals were fed on a 
particular type of diet. So what this did was to make the pig 
bloat up a little, so that you had more meat on the pig. I asked 
him, ‘is that wholesome meat or just fat’? But Raina said there 
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certainly was a difference in the taste of the ‘diet’ meat. I asked 
him, ‘would he rather have more pork for the buck or better 
tasting pork? That was when he told me that the wholesome- 
ness ofthe meat had come in for huge debate and the product 
was withdrawn." 

Sharadas eyes sparkled as she said: "Look at it this way: 
when does doubt come up? At a primary level, when the prod- 
uct looks unbelievable or when information on the product is 
not revealed, or when a company's practices have been a 
cause for concern. Look, these are issues most food marketers 
are grappling with, nothing new. But when is somebody going 
to address it in a wholesome way? In the US today there is so 
much awareness building on such foods. Since we are anyway 
copying all that they are doing, how come we have not copied 
that awareness? Today they are linking obesity, high blood 
pressure, diabetes, etc., to the diet, to the size of helpings, to 
the fat content! 

“So, now let's talk about size of helpings. Therefore, I even 
come down to the average soft drinks and ask is 500 ml 
a sensible helping size? Until these colas came, 
Campa Cola, Thril, ThumsUp, etc., sold 250 ml 
and it was considered enough quantity for 
one drink intake. The idea of selling larger 
SKUs was not even considered. Thus, a 
cup of tea or coffee is also 250 ml, we al- 

ways talk of a cup of any drink, or a 

glass of nimboo paani. But after the 

cola boys came in, they upped it all 
to 300 ml then 500 ml!” 

"Wait a minute," said Kapil. 
"What stops a marketer from giving 
the consumer a choice?" 

“I think,” said Sharada, "giving a 
choice has to come from a position of 
responsibility. And responsibility 
comes from knowing what is contained 
in your offering and what average levels 
are likely to be consumed. Research deter- 
mines that, right? When you take on the role of 
a provider, you have a responsibility to make sure 
you are not causing harm of over consumption. The 
freedom to offer a choice comes with a responsibility to use 
that freedom with discipline, with wisdom. But when I come 
from a position where I say drink more, do I have a justifica- 
tion from the consumer's viewpoint for why more? If the in- 
take of more is not a perceived good for the consumer, I must 
make that choice open to him and explain clearly why more is 
not good for him. In today's competitive scenario, the more 
the consumer gets hooked to a drink, the more he also gets 
hooked to sugar!" 

"Rubbish!" said Kapil. "You are saying consumers are 
dumb to a certain extent and they blindly follow what they are 
dished out! They make healthy choices! The whole consumer 
movement today is demanding choices!" 

“The consumers are not dumb," said Sharada, “but as long 
as they are not cautioned, they will presume or assume that 
the seller has ‘taken care’. Plus, in most packaged drinks, the 
consumer target is the youth, who do not like restraint, and 
when you package that with a strong advertising communica- 
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tion, then you are adding a reason for the consumption 
through imagery.” 

Kapil disagreed outright. “All the colas have mass appeal 
across all consumer segments, so don't say youth, youth.” 

“Fair enough,” said Sharada. “And what is mass appeal 
based on? On the goodness of the drink? On taste? Or on good- 
ness for health also thrown in? I ask you, would you, as busi- 
ness head, recommend daily lunch at Rich Diners? Your prof- 
itability is going to depend on volumes and repeats. Naturally, 
your advertising campaign will urge the people to dine at Rich 
Diners, funded by a desire to make it look ‘happening’.” 

“Wait a minute,” said Kapil, annoyed, “where are we saying 
eat all this daily? This is meant to be fun, recreation!” 


RUE,” said Sharada, “but to be able to differentiate be- 

tween once-in-a-while fun eating and preferable daily 

eating, there must be present an equal coexistence of 

both kinds. But when you also said, ‘this kind of diner 
spells business’ doesn't that imply a greater consumption of 
this kind of fare? Now if a consumer had a whole host to 
choose from, all of which equally balance his intake, his 
choice will willy-nilly be balanced. But the ones that are mar- 
keted through imagery are the winners! Think beyond what I 
am saying, Kapil. I am not arguing pointlessly. Time and again 
[am bringing you back to my original point: innovate, change, 
build a fun but healthier habit. Brands build images and when 
there is no branding, there is no imagery. By default, therefore, 
that which is not branded is not good for image. So we are in a 
society where only the loudest sells. As a result, we will end up 
being a sick nation soon. I am not for a moment saying ban all 
these foods and colas; of course, we want them too. But I am 
saying we need a balanced growth of brands and product 
ideas. That's my argument. 

"Kapil, please think differently. You and I take our families 
every weekend for a pizza dinner which means we do enjoy it 
very much. So, honestly, I am not even arguing about pizzas 
and their ilk. I am arguing about what you and I are doing with 
our jobs, about our repertoire of unimaginative new invest- 
ments! Is this what we have to offer as an investment option? 
Now, really! There has to be a balanced occurrence of new 
foods or products in any economy. Which is not to say that 
Rich Diners or another 10 such diners will affect national 
health. Just as we encourage burgers and pizzas, we should 
have entrepreneurship that encourages other foods too. But 
that is not happening because there is no money in branding 
dosas or veggies. So we will say all this is economics; and here 
is where I am asking, when economics allows profitable busi- 
nesses to grow, is someone examining their products' food 
value, their nutritive value? Is economics mutually exclusive 
of responsibility? Are we then going to allow a people to get 
hooked on such foods as are already building poor health else- 
where in the world? 

“My debate is about our total lack of imagination and in- 
novation in bringing in a new brand of the same old product 
which may not necessarily add value to consumers. And why 
just foods, one can even argue about the need for super fast 
cars on our narrow roads. Do we have the road length and 
width to take the number of cars that all these auto makers are 
trying to sell? And they are 'sad' that the car market here is 
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we are not willing or entrepreneurial enough to innovate. 


wailing over: ‘The pie is not growing....' Does anybody realise 


that's needed, but also road ability? So the new entrants are 
sad that inventory is piling up... are these guys mad? 


"This is about becoming trigger happy with bringing in | 


new products of just one kind, just because there is now a free- 
dom to do so. The question is, are we just exercising that free- 
dom, or are we using it sensibly, equitably? Take potato chips. 


Every halwai sold it and yet there was no visibility or non-stop | 


munching. Then one company brands it and 10 follow suit. 
Sure, our good old Haldiram became savvier and smarter, but 


not cool! Are we lacking imagination or what? Are companies | 


really thinking where their investments should go, and not 
necessarily where there is more money? 

"Then again, it is the power of the advertisers and per- 
suaders. So thereis this whole attempt at showing cool as 'cola, 
chips and hanging out’. Yeah, that's one way to be cool and, re- 
ally, it is the way the opinion leaders have defined ‘cool’. So are 
we Indian managers subscribing to something that has been 
tried and tested and shown to be profitable in some cultures 
— without asking what is cool about the Indian culture? Even 
the MTV brand of desi ‘coolness’ is so appealing! 

"The real issue, Kapil, is we have a sense of destination 
about the West. And we choose to source their practices be- 
cause it has worked for them and produced the millions. But 





| Thus, are we, for example, examining the contents of a prod- 
that for the pie to grow, it's not just incomes and population | 











| bigger problem on Rich Meals." 


uct to see how it was created, what was its genesis, whether it is 
in sync with what Indians consider healthy? For example, why 
has a pizza become so aspirational and not a masala dosa? 
Both have great ability to be fast foods. So what is the con- 
sumer's need? Food that arrives fast, or food for recreation 
plus good health, or a need to be cool? 


O we as consumers first evaluate calorific count or 
nutritional value before making the buying deci- 
sion? Or are we simply impacted by an ad that is en- 
dorsed by a star or cricketer who says: ‘Way to go 
man!’? Therefore, I ask, does even the advertising agency ex- 
amine what it is promoting? I think not. It fits a product into 
known aspirations and markets the aspiration. So if a com- 
pany were to import canned beans, for example, does the ad- 
vertising man know its genesis? Whether the brine is of the 
kind that is good for me, whether the bean was not engi- 
neered? The issue is will a marketer or advertising man be ca- 
pable of saying ‘No’ to a product whose genesis is question- 
able? Will he say: ‘Excuse me, but please note, this product has 
the following ingredients, which may not be healthy?’ For ex- 
ample, there is now a new finding that sodium is linked to 
blood pressure and increased intake of salt is to be avoided. 

“Yes, we all like salty food, but how much salt? Is anyone 
stating that on the package? But your Rich Diners menu is go- 
ing to goad consumers to eat fries and steaks and wash it down 
with a pitcher of cola. Yes, he has the right to choose and he has 
made that choice. So are we soon going to have an unhealthy 
nation? The intelligence and brainpower we take pride in as 
Indians came from good, healthy eating habits. Are we slowly 
but surely going to change that? 

“Look Kapil, this is not at all about being Indian. I believe 
we should adopt global practices and yet retain our own too. 
Its about being sensible in the way we choose our investment 
opportunities, in the way we inform our consumers. Should 
we be giving our consumers more information to make a 


| choice other than a steak, pizza or burger or cola or fries? Nei- 


ther am I suggesting that we market a salad diet with moong 


| sprouts and honey. But now that even the West is going off the 


hi-fat, hi-calorie foods, maybe you want to first examine that? 


| Which is not to say that their fast food restaurants are closing 


down, but instead what is happening is, more vegetarian din- 
ers are opening up, more Oriental food, including our very 
own, is being consumed! So what do we see? Balanced, equi- 
table dining opportunities. And why? Because they have a 
very vocal media, and a medical and legal system that is sensi- 
tive to consumers." 

"In the net analysis, it's about you and me, about Indian 
managers beginning to use their imagination with Indian 
habits and Indian foods, and making them fast, fun and cool. 
Its about not repeating mistakes, Kapil!” 

But Kapil wasnt thinking about Rich Diners any more. 


| Time and again his mind reverted to Rich Meals; he had been 
| battling in his mind an issue with Rich Meals, the range of 
| canned foods which he had stalled. “Sharada, we have a lot 


more to talk about," he said. "Let's meet next week; I have a 
E 
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more! 


Subhabrata Ghosh is executive director 
and chief operating officer, Saatchi & 
Saatchi. He is based in Bangalore. 





APIL and Sharada's discus- 
sion can be dealt with at vari- 
ous levels: a) as a purely mar- 
keting exercise, and b) about 
ethics in business and marketing. In a 
debate of this nature, the important 
thing is not to take an extreme and ide- 
alistic stance, but to look at reality. Kapil 
assumes there is a marketing opportu- 
nity in the ever-increasing demand for 
out-of-home food consumption. 

What is driving this consumer de- 
sire? The growth of disposable income, 
lifestyle changes driven by cross-cul- 
tural flows, access to media and com- 
munication, and access to a huge range 
of consumption options. The young 
want to create a whole new identity 
beyond national and traditional 
cultural boundaries. The access to 
media, linguistics expressions, 
food, music, clothes, etc., has un- 
leashed forces of global unifi- 
cation, which has struck a chord 
with them. This creates marketing 
opportunities as the young pro- 
mote consumption of different 
products, be it in education or for 
leisure, that are foreign to our culture. 

The debate is not about whether this 
is good or bad; societies evolve by ac- 











cepting values, ideas, products and be- 
haviour that hold us together as families 
and societies. The debate is about whe- 
ther we can stop it. Clearly, as long as 
there is no state intervention, as long as 
we live in a democracy, we will continue 
to absorb from the rest of the world. 

If we look beyond the youth, the 
growth of the service sector, IT and 
other new-age businesses has created a 
spearhead group that is confident and 


driven by the will to succeed. To be rich | 


is no longer a hidden desire but an ex- 
plicit need. This group is driving seg- 
ments belowit to either emulate it or be- 
lieve that they, too, can be successful. 
This manifests itself through desires 
and wants in a more modern and con- 
sumption-oriented lifestyle. 

Nowhere is this more evident than in 
foods and beverages. From Kapil's point 
of view, the business philosophy is dri- 
ven by the omnipresent behavioural dy- 
namics of ‘I consume because it's there. 
Sure, there are enough gastronomic op- 


tions already. But are they all successful? | 
Kapil needs to see whether Rich Diners | 
| has impacted these countries, particu- 
| larly the younger generation. While this 


has an idea that consumers will love, 
and find inputs that will create respect. 
Otherwise, Rich Diners may end up be- 
ing ‘bland’ rather than a ‘brand’. Kapil 
clearly doesn't have an idea and is hop- 
ing the availability of the ‘fashionable 
novelty’ of non-Indian cuisine would be 


enough to create a business. Any half- | 


decent marketer would ask: is that rea- 
son enough for consumers to accept 
Rich Diners as a brand? Kapil has not ex- 
plained to Sharada any such strategy. 
Perhaps it is this lack of differentia- 
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tion that raises so many questions in 
Sharada's mind. When she says, “What 
happened to our own imagination?” 
she, perhaps, searches for ideas. Where 
do ideas come from? Where else, but our 
own lives, the lives of our young people, 
young families, traditional joint families 
— in fact, from around everywhere. 
What Sharada questions is not the free 


| flow of products from the developed 


world. She is one of the many voices that 
are questioning the current ethos of lib- 


| eralisation. She feels the essence of lib- 


eralisation lies in the freedom to think 
new ideas. It is this mindset, which is at 


| debate with Kapil's, which has suspen- 


ded that freedom and become subser- 
vient to the needs of the global marketer 


| andis mindlessly implementing them. 





The global marketer, on his part, is 


| seeing the home market saturated, and 


seeking new markets. India is the focus 
of attention for almost all product cate- 


| gories today. Global marketing operates 


, onunifying consumer needs — the ‘one 





size fits all' philosophy. A visit to any 
Asean market shows how globalisation 


is great for big business and the econ- 
omy, one needs to think about the im- 
pact on us people. When we reject prod- 
ucts, customs and role models born out 
of thousands of years of cultural evolu- 
tion, we reject our identity and lose it in 
the one that MNC businesses project. 
No civilisation has gotten anywhere 
by forgetting what gives people a sense 
of pride in who they are. In Europe, 
there is healthy co-existence between 
indigenous cultures and those of multi- 
national business forces. In fact, any- 
thing other than local is treated with dis- 
dain. Ask an Italian about Ford, the 
French about Colonel's Fried Chicken 
or the Spanish about Bud. You'll re- 
alise why it is impossible for glob- 
alisation to succeed. The sense of 
pride and identity are so strongly 
manifest in their own brands that 
implants rarely succeed. 
Perhaps Sharada comes from 
that perspective. When we have a 
food culture which is so rich, why 
implant? So, when she looks at India 
from the global marketer's perspec- 
tive, she would like to identify the values 
Rich Diners stands for — not only in 
terms of the products they serve, that is, 








_ wholesome meals as its core value, and 


the food, but also as a place of con- 
sumption. So, if Rich Diners has quick, 


cosy and fresh as the place value, what 
Kapil needs to examine is: does he need 
foreign foods as part of his product mix, 
or can he innovate from the huge variety 
of Indian foods? Second, should he cre- 
ate a one-size-fits-all global feel for the 
restaurant or something local? That is 
what Sharada tries to explain to him. 

The next issue is that ofhealth. While 
it is a fashionable and growing percep- 
tion that Western food has questionable 
health value, the same could be asked of 
our own delicacies. The real issue here is 
not whether Western food is good for us, 
but the consciousness of what and 
when we eat, and what it does to our 
health. Diabetes is an epidemic in our 
country. We have one ofthe highest inci- 
dences of heart diseases in the world. A 
general look around at the midriffs of 
our menand women will tell us our food 
habits aren't exactly the best. These 
Western food cultures are not re- 
sponsible for all this. But what is 
worrying is the way Western food is 
marketed: it creates great levels of 
impulse to consume it, particu- 
larly among children. 

High-carbohydrate, high-fat 
and high-salt foods are certainly 
not good for our children. So whose 
responsibility is it to ensure we make 
the right choices? Democracy is not 
just about the political process. It's 
about making informed choices across 
all walks of life. Hence, the right to infor- 
mation is central to any democratic so- 
ciety. Knowledge about the effects of 
what we put in the human body needs 
to be made available to our people. In 
cases where consumption of foods, bev- 
erages and habit-forming products can 
be lethal, governments and the United 
Nations have either banned or re- 
stricted consumption ofthese products. 
In India and most other countries, 
health is a state priority. Therefore, it is 
incumbent upon the state to keep its 
subjects educated and informed about 
the effects of harmful food products. 

In the developed world, nutritional 
information is mandatory for packaged 
food products. At the same time, given 
the fact that the US, in particular, has 
been plagued by obesity and huge costs 
of medical care, consumers have ac- 





tively created a movement for healthier 
habits. So, meats have become leaner, 
consumption of vegetables has in- 
creased, use of hydrogenated fats has al- 
most disappeared and sugar is being re- 
placed by aspartame. Which means, 
when consumers become conscious, 
they reject brands and products that are 
harmful. So what happens to marketers 
of such products? Are they worried 
about consumers' health or about stock 
prices? It is well-known that while ciga- 
rette consumption has decreased in 
these markets, it has shown an alarming 
increase in poorer parts of the world. 
While these countries are still creating 
legislations to ban cigarette promo- 


tions, they are paying a huge price for its 


ill-effects. Because the cost of health- 
care is borne by the government. And 








this is where Sharada's predicament 
lies. Why unhealthy ‘Western foods’? 

There is, perhaps, a lurking feeling 
in Sharada’s mind that because we, as a 
nation, have such sophisticated palet- 
tes, either Indian firms or foreign ones 
will innovate on our gastronomic 
niceties. Tandoori Pizza is a rage! So 
Sharada believes that Rich Diners may 
have a much stronger marketing pro- 
position if it combines the appeal ofthe 
West with the food of the East that is 
healthy and nutritious. 

It is difficult to fault her. So, from a 
macro point of view, it must be made 
incumbent on all corporations to cre- 
ate food products that do not destroy 
the health of our people. Consumers 
must know as a matter of their democ- 
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ratic rights the nutritional value of the 
food that they consume. Second, non- 
packaged foods have higher opportuni- 
ties to use products that are not neces- 
sarily healthy. Is it realistic to demand 
honesty from organisations? I am afraid 
no. The only way business will respect 
consumers is when consumers demand 
healthier foods. And only when we are 
educated about the ill-effects of wrong 
foods will we demand healthier foods. 

This brings me to the question of 
ethics in marketing. Most corporations 
are run by investors whose primary mo- 
tive is to make money quickly. Every 
Windows edition is released with bugs. 
Carmakers produce unsafe cars. Drug 
companies make unsafe drugs. Reme- 
mber thalidomide? There are so many 
drugs banned in the Western world. 
Why are they still marketed in India? 

History has shown that no company 
is really interested in our health, unless 

regulated by law. The use of highly sat- 
urated animal fats to fry potatoes, the 
use of substances like mono- 
sodium glutamate, highly sweet- 
ened acidic aerated beverages, 
artificially fattened meat are not 
exactly great examples of corpo- 
rate responsibility. Wouldnt it be 
interesting to have the same in- 
formation on, say, aerated bever- 
ages? Ask the beverage companies 
what is the pH of the liquids they 
market. Then ask your doctor about 
its effects on the gastric mucosa. Iwould 
like to see how many mothers would al- 
low their children to consume such bev- 
erages. Sharada's concern, therefore, is 
very well justified. What is baffling is 
Kapil's defence. 

Perhaps our lawmakers need to bal- 
ance the gains of new business with the 
cost our nation bears due to diseases 
created by consumption of unhealthy 
foods. Which brings me back to Sharada 
and Rich Diners. If the brand is all about 
wholesome food served in a stimulating 
environment, wouldnt that, in the long 
run, create a brand that is loved and re- 
spected? Does that not make better 
business sense than a me-too product 
offering bereft of any brand value? Even 
the investor looking for a fast buck 
would warm up to that idea. Perhaps 
that’s why Kapil’s defence sounds so 
hollow. Or maybe he is not at liberty to 
share his opinions with Sharada? m 


pet 





Ashis Kumar is consultant cardiologist 
and physician at Calcutta Medical Re- 
search Institute, Anandalok hospital and 
BM Birla Heart Research Institute 
in Kolkata. 


HE debate set out in the case 
study highlights the necessity of 
opening fast food restaurants 
with a difference. It emphasises 
the short- and long-term ill-effects of 
junk foods. It also argues the rationality 
of not duplicating another kind of West- 
ern pizzas-fries-and-cola restaurant. 

The so-called fast foods, catering to 
Western tastes and consisting of high 
quantities of fats, oils, carbohydrates 
and preserved ingredients, have not 
only invaded the developed world, but 
are also engulfing developing countries. 
Globally, when people have started 
realising the ill-effects of junk foods 
and are denouncing their regular 
usage, we have become the vic- 
tims of such food habits. 

But does that mean that we 
should be confined to eating only 
boiled vegetables and bland 
dishes? Certainly not. 

I agree with Sharada'5 viewpoint 
that there should be a balance in our 
food habits. If we have junk foods only 
on weekends and maintain a healthy 
lifestyle by walking and similar mea- 
sures, we will have the luxury of enjoy- 








ing these foods. It will be even better if 
we can find a way to prepare foods that 
are tasty and, at the same time, healthy. 


In other words, we must give impor- | 
tance to quality — such as using fresh | 
produce, and materials that are least | 


harmful. We must also prepare foods 
that have good nutritional value. 

It's a scientific fact that the Indian 
habit of using fresh produce to prepare 
food keeps away many diseases. One 
can choose the right ingredients from 
Indian recipes, amalgamate them with 
good Western cuisine and prepare 
healthy dishes. This would be a great 
idea for a fast food shop. 

Unfortunately, we have a tendency 
to acquire the bad habits of the devel- 
oped world. On the contrary, Indian 
snacks or fast foods are very well ac- 
cepted abroad and are even replacing 
classical Western foods not only for their 
taste, but also for their health appeal. 

Why have many sensible Americans 
and Westerners been able to change 
their habits for the better? This has been 
possible because of mass education by 
different media. In India, manufactur- 
ers do not respect the consumers right 
to be informed about product details. I 
agree with Sharada that manufacturers 
should inform consumers about ingre- 
dients, nutritional value and so on. 
Whether consumers pay attention to 
such information is a different matter. 
The manufacturer should also mention 
any deleterious effects on health and 
leaveitto the consumers choice to con- 
sume that food. It is mandatory in West- 
ern countries to display products with 
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such information. If this is done on a 
regular basis in India, then consumers 
will automatically look for such data. 

Many officegoers prefer to have their 
lunch outside. For them, having pizzas 
or fish and chips with colas regularly is 
definitely harmful in the long run. The 
food provider should inform them 
about the food they are eating. 

Manufacturers should also keep in 
mind the body profile of Indians. The 
Indian lifestyle of eating more carbohy- 
drates gives them a different profile re- 
garding lipids or blood fats. They have a 
high triglyceride level and a mid-ab- 
dominal obesity — in other words, a big 
tummy. Indian snacks also contain high 
quantities of carbohydrates and so 
manufacturers should make snacks that 
maintain a balance between carbohy- 
drates and proteins. Excess of ghee and 
oil should be avoided as the incidence of 
serious heart disease is on the rise in our 
country. Sadly, anyone can cook a good 
dish if a liberal amount of oil and fat is 
used. But only a good cook can make 
food tasty by using minimum oil. 

There has been a lot of controversy 
about frozen foods causing loss of 
memory. Though there has been no evi- 
dence of this yet, many Westerners do 
not use frozen foods at all. In India, this 
problem is insignificant as mostly fresh 
ingredients are used to prepare foods. 

I agree with Sharada’s point that In- 
dian snacks do not have big logos or 
fancy advertisements. So though they 
are tasty and healthy, they do not be- 
come popular. Perhaps, if some celebri- 
ties came forward to star in advertise- 
ments for these healthy foods, then, 
probably, they would be widely ac- 
cepted. At least, this will be better than 
encouraging people to drink unhealthy 

sweetened drinks by advertising for 
the multinational drinks compa- 
nies. Why not give a thought to 
promoting traditional Indian 
drinks such as /assi, and fresh 
tropical fruit juices? 
To conclude I must say there 
is no harm in opening fast food 
shops provided the manufacturer 
bears in mind the health of the 
consumer and, indirectly, that of the 
nation. A manufacturer should come 
up with foods that not only break the 
monotony of eating, but also do not 
harm consumers in the long run. 3 
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HE children sit in the court- | 
yard, in front of what is nor- | 


mally their classroom. A few 
villagers gather around, 
watching from outside the 
school boundary. The school 
and its surroundings are rather modest. 
The school consists of two buildings, 
each with only a large room or a small 
hall, depending on your point of view. 
The children, who would fill one of 
these rooms at full strength, almost fill 
the entire courtyard. Almost all the fur- 
niture in the school is now outside: a few 
chairs for the visitors and the desks for 
the new teacher, Balram. 

Balram had driven up in a van in the 








Village schools in and around Kup- 
pam, Chandrababu Naidu’s consti- 
tuency in Andhra Pradesh, have been 
seeing Balram and his mobile lab for 
just over a year. Kuppam also has a 
larger model lab where students can 
come and spend their time, learning 


, More astronomy, anatomy and physiol- 


ogy, chemistry and physics. Kuppam 


| has one of the lowest literacy rates in 


morning and set up his lab in the school | 


courtyard. On one corner of the court- 
yard is a large model of the Geo Station- 


ary Launch Vehicle (GSLV) of the Indian | 


Space Research Organisation (ISRO). 
On one of the desks are models of the 
Earth and the Sun, and then the Earth 
and the Moon. There are a few flasks 
with some chemicals, the model ofa hu- 
man brain and other things to demon- 
strate some basic facts of science. 
Balram gently rotates the Earth and 


then the Moon, explaining day and | 
night, the seasons and a few celestial | 
phenomena. A few children come and | 
try their hand, joyfully turning the | 
globes around. In an hour, mostofthem | 
have learned the rudiments of astron- | 
| children. It has a target of 300,000 teach- 


omy. So have some of the villagers, most 
of them farmers with little education. 


Nadim palle School 


Models of the GSLV and planetary 
bodies help kids in Shantipuram 
mandal understand astronomy 


southern India, but the hands-on expe- 
rience and teaching have had their im- 
pact. The percentage of students pass- 
ing the 10th class in Kuppam went up in 
four years from 39% to 96%, while ex- 
amination dropout rates decreased by 
about five times, 

This improvement may not be en- 
tirely due to the efforts of Agastya Inter- 
national Foundation, which runs these 
training programmes. But Agastya's ef- 
forts have contributed in a major way 
(Kuppam has one of the lowest literacy 
rates in south India). Few other NGOs 
have tried their hands at rural science 
education. And only one at this scale: 
Eklavya in Madhya Pradesh. Eklavya 
had trained 2,000 teachers and covered 
100,000 students before the state gov- 
ernment suddenly decided to close the 
programme. 

Agastya is completely outside the 
government ambit, but it has an ambi- 
tious agenda. It has, so far, trained 5,000 
teachers and reached out to 135,000 


ers and 15 million children by the year 
2012. What makes Agastya different is 


| also the fact that it brings together a 
| group of individuals, many of whom are 
| well-respected in their fields, to provide 


creativity in primary school education. 
Is it not true that countries that invest in 


How a group of high-profile people 
from various fields got together to 
bring science education to the 


villages of Andhra Pradesh and 
Karnataka.by P Hari 
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primary education do better than those | 


that invest only in higher education? 


AMJI Raghavan, 47, is at an age 
where he would have aimed for top 
jobs in the corporate sector. He had all 
the right beginnings. He did his masters 


in business administration (MBA) from | 


London Business School, came back to 


India and joined Citibank. He worked | 


for Citibank in many nations, becoming 
vice-president of mergers and acquisi- 
tions in 1993. He then left Citibank to 


found a broker dealer firm in New York | 


with a Mexican billionaire and returned 
to London later as an advisor to the CEO 
of Cedel Group, a leading clearing 








agency for global securities. By then, tra- | 


ditional ways of thinking were breaking 
down in his mind. 
Ramji was a product of Rishi Valley 


School in Andhra Pradesh. He had been | 


influenced considerably by the philoso- 
phy ofthis school and that of its mentor, 
J. Krishnamurthy. In London, he re- 
newed his association with Gopi War- 
rier, chairman of the Ayurvedic Com- 
pany of Great Britain and a deeply 
spiritual person. "Gopi told me that I 
lived in a closed world," says Ramji. "He 
asked me to come out into the open 
world and get in touch with society." 
Ramji came back to India with a firm re- 
solve to start something along the lines 


of Rishi Valley School. 
He was looking for people to assist 


| himinhis project. His father K.V. Ragha- 


van, former chairman of Engineers In- 
dian and a major influence in Ramji's 
life, helped out with his experience and 
contacts. PK. Iyengar, a relative and for- 
mer chairman of the Atomic Energy 
Commission, was one ofthe first people 
they asked for help. Iyengar persuaded 
Ramji to give up the idea of a school. 
Iyengar firmly believed that starting 
another school was not of much use. 
"Many people have done that," he says. 


Ramji Raghavan 


The former Citibanker gave up a 
career in banking to inspire creati- 
vity in children through Agastya 


"What we needed to do was to change 
the ways of thinking of large numbers of 
people in the villages. If you bring scien- 
tific thinking into the villagers, you can 
transform rural India." Starting a school 
was easy. To change the mindset of large 
numbers of people was not. 

Ramji now sees a parallel with his 
work in Citibank. "One of the things I 
was involved in Citibank was change 
management at the micro level," he 
says. "This is change management at 
the macro level. But there are associa- 
tions." Ramji decided to start a founda- 
tion to teach children and teachers in 
the villages. "We have to teach teachers 
what is science," says Iyengar, "and the 


BUSINESSWORLD 136 3 NOVEMBER 2003 


AGASTYA FOUNDATION 











rest will follow." Gopi Warrier found the 
name, in memory of saint Agastya. 

Ramji began to widen the circle of 
his friends who could help out. Mahavir 
Kumar, a schoolmate and a close friend, 
was an immediate recruit to the idea. In 
a year or two, he got in more experi- 
enced people on the board: R. Krishnan, 
former director of Gas Turbine Research 
Establishment (a top DRDO lab in Ban- 
galore); S. Balasundaram, former prin- 
cipal of the Rishi Valley School; A.N. Sri- 
hari, general manager of ICI and a friend 
of his father, and so on. 

Ramjis friends in New York had 
promised a meeting with Chandrababu 
Naidu. "We were pleasantly surprised at 
his eagerness," he says. 
Iyengar and Ramji 
explained their idea of 
education, stressing 
creativity. Naidu 
bought the idea (which 
wanted to stay outside 
the formal government 
system), offering 170 
acres of low-cost land in 
Kuppam. 

Now as you drive 
into Kuppam district in 
the Rayalseema region 
of Andhra Pradesh, it's 
easy to see that it's in the 
middle of an awaken- 
ing. Ashok Jhunjhun- 
wala of the Indian Insti- 
tute of Technology- 
Madras is experiment- 
ing here with his wire- 
less communication 
system. The Israelis are 
trying out their innova- 
tive methods of farming. Also coming 
up in the district are a medical college 
and the Dravidian University, and many 
more institutions and experiments. 

Yet what Agastya Foundation 
wanted to do was unique. It was not 
simple education or literacy, although 
Kuppam could do with a bit of both. 
Iyengar and Ramji were clear that liter- 
acy was not the issue. "Kerala has 10096 
literacy," says Iyengar, "but it remains as 
superstitious as any other Indian state." 
Creativity was as obvious and elusive as 
vapour. You could feel it and yet not 
touch it. It was clear yet intangible. How 
do you teach science and creativity to 
poor, illiterate people and children? . 
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ARI Parameswaran 

is one of those mav- 
ericks, who are rare 
these days. Immedi- 
ately after graduating in 
engineering, he deci- 
ded to forge a career out 
of making teaching aids 
for schools. While mak- 
ing these aids, he got in- 
terested in creativity, 
particularly of the kind 
that involves using 
hands. Parameswaran 
has become wiser after 
three decades of teach- 
ing. "Ihave now learned 
as much from the chil- 
dren as I was able to 
teach them," he says. 

He remembers one 


day, may back in the 
D o a nine- 
yea child came to 







him with an invention. The child had | 


bought a few balloons at a fair. One of 


the balloons had shot away from his | 


hands, when his fingers lost their grip on 
its mouth. The child, who got no satis- 
factory explanation from his father, got 


up in the middle of the night with a vi- | 


sion. He got an old coat hanger, twisted 
one end and made a device that could 


go round in circles using the energy | 


from the balloon as the air ran out. 


A thrilled Parameswaran started | 


showing this invention to children. He 


thought the idea was terrifiotill another | 
kid came up to him and said: "What is | 


the use of a device that goes round and 
round? All of us need to go from one 
place to another." The child modified 
this device, again using simple things 
like cardboard and plastic wheels, into a 
vehicle that spurted forward as the bal- 
loon released air. Parameswaran says: 


“The child was too young to have heard | 


about jet engines even remotely. Yet he 
had come up with a toy vehicle that used 
the principle of jet engines.” 
Parameswaran, who now holds reg- 
ular workshops in creativity for corpo- 
rate executives, makes them build this 
toy vehicle from the kit. “Senior execu- 


tives are as delighted as the young boy | 
when they see the vehicle surge for- | 


ward,” he says. He has a series of such 
toys that illustrate different principles of 
science, not all of them as simple as jet 
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Mahavir Kumar (R), 
Hari Parmeswaran 


Kumar is Ramji’s schoolmate and 
one of the early recruits, while 
Parmeswaran makes teaching aids 


engines. He decided to use them for 
workshops for Agastya Foundation. 

He held his creativity workshops for 
teachers in rural Kuppam. Meanwhile, 
Agastya had help from another creative 











teacher: Balu Venkataraman, physical | 


chemist and former professor of the 
Tata Institute of Fundamental Research 
at Mumbai. Venkataraman lived in 
Chennai but came to Kuppam to give 
his lectures and workshops to teachers 
and children. Agastya had further help 
from V.G. Gambhir of the Homi Bhabha 
Centre for Science Education in Mum- 
bai. Gambhir also travelled to rural 
Andhra Pradesh to deliver lectures to 


| teachers and children. 


A year ago, Agastya got the first mo- 


| bile lab from Hindustan Motors. Then it 


bought two more using donations from 
friends. The movement caught on, and 
news reached the Karnataka govern- 
ment. V.P. Baligar, commissioner of pub- 


lic instruction in Karnataka, invited | 
them to hold similar programmes in the | 


state. Agastya began to work in Kolar 
Gold Fields in Karnataka. 
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Now Agastya has caught the fancy of 
many eminent people and institutions 
in India and abroad. ISRO has donated 


| equipment. The National Aerospace 
| Laboratories in Bangalore is building a 


windmillin the Agastya Campus at Kup- 
pam. Anji Reddy has donated money, 
which will be used to build a life sci- 
ences lab there. This campus, once a 
barren landscape, is being refurbished 
using modern principles of ecology. Yel- 
lappa Reddy, the well-known environ- 
mentalist in Bangalore, is helping out. 


RUGALITY is the first thing that stri- 
kes you about most people in the fou- 
ndation. Ramji and Mahavir Kumar live 
Spartan lifestyles, without cellphones or 
fancy cars. The Agastya foundation of- 
fice in Bangalore, at Kumar's firm Kata- 
ria Securities, is equally simple. Neither 
gets a salary for their work for the foun- 
dation. Scientists and professors who 
conduct workshops also do it for free. 
Agastya is a one-of-its-kind experi- 
ment in modern India. There have been 
some small attempts earlier at science 
education at the village level, but most 
of them petered out after a few years. 
Agastya has already covered more than 
135,000 children in two states and 
promises to do more. Yet rural India is 
big and challenging. Can this founda- 
tion continue to generate funds in order 
to sustain its programmes? w 
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BROWSING 
G.V. Prasad 


Executive vice-chairman & 
CEO, Dr. Reddy’s Labs 


I am reading TOMORROW’S GOLD 
— ASIA’S AGE OF DISCOVERY by 
Marc Faber and MAGIC CANCER 
BULLET by Dan Vasella, CEO, 
Novartis. Faber's book is about the 
transformation in Asia. I would rec- 
ommend it to anyone interested in 
understanding how global 
economies work. Vasella writes 
about Gleevec, a breakthrough can- 
cer drug, how it was discovered and 
brought to the market. It details the 
passion behind the whole effort. 

At the beginning of my career, I 
used to read a lot of books on strate- 
gy, leadership and management. 
Now my selection is more varied. If 1 
am learning about a specific topic, I 
buy from Amazon.com, after reading 
the reviews. I do my reading on long- 
haul flights and in hotel rooms. — W 


ALERT 

The Only Negotiating Guide You'll 
Ever Need 

by Peter B. Stark and Jane Flaherty 
(Broadway Books) 





. The premise of this 
book is unexception- 
able: good negotiating 
must result in a win-win 
situation for all. If you 
want to learn about ap- 
plying Bentham’s utility 
principle to negotiations, pre- 
pare to be disappointed. But as 
handy guides to quick negotiat- 
ing tactics go, you can do worse. 
Most tips are good for both your 
professional and personal life. B 





a EEE OS 





R. SRIDHAR 


HE story of one of the most 
dramatic business transfor- 
mations on record begins dra- 
matically enough. "3,700 pal- 
lets of rejected goods towered 
in stacks from floor to ceiling. 
The warehouse reeked with the nause- 
ating smell of rotten food. As far as the 
eye could see — left, right, front, back — 
were piles of products unfit for sale: 
spoilt sausages in defective tins and 
vacuum packs, leaking cans of soups 
and sauces, poorly sealed packages of 
dry soup and sauce mixes. Products 


worth 9 million guilders, which is the | 
equivalent of 4.3 million euros, ready | 


for destruction." 

This is the sight that 
greeted the 1,400 employ- 
ees of Unilever Vleen 
Group Nederland (UVGN) 
one fine morning. Present 
at the meeting were 
UVGN's brand new chair- 
man Tex Gunning and his 
manufacturing director 
Hans Synhaeve. The man- 
agers, accountants, quali- 











DESERT 
and B ACK 





ty experts and production workers 
walked aisle after aisle counting cans, 
calculating the money lost and con- 
templating the waste of their time and 
talent. Later, a parade of forklifts 
trucked the pallets outside to a large, 
lined pit, where the worthless goods 
were unceremoniously dumped and 
covered with earth. 

This sense of drama continues as 
the book recounts how Gunning and 
his team turned around UVGN, and 
later managed the difficult takeover of 
Van den Berg Nederland (VdBN). It was 
the fastest merger you could imagine. 
Within 16 days of the decision, UVGN 
had to move a whole company, sell 
some offices, and define a new struc- 

ture. People had to get 





To the 


TO THE DESERT 
AND BACK 


By Philip Mirvis, Karen 


Ayas and George Roth 
Jossey Bass 





How to legally 


R Gupta thought he had the 

case won already. He was, after 

all, the Indian promoter. He 

had enough nominees on the 
board. Weizmann, the company that 
had paid a rich sum to become his part- 
ners, didnt know much about India. 
Moreover, Mr Gupta had hired a bril- 
liant senior counsel to fight his case. He 
had already outwitted Weizmann once 
— when he had hidden the true extent 
of his company’s losses and got the 
multinational to pick up a stake at a 
huge premium. Now Weizmann was 
trying to get him out of the company. 
But Gupta was confident that his better 
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understanding of the Indian legal maze 
would help him outwit it again. 

Only he lost. His senior counsel was 
outwitted because Weizmann had pre- 
pared its legal strategy better. It had 
hired a law firm to do enough research 
and work out a strategy to stymie any- 
thing Gupta could come up with. 
Guptas lawyer was essentially banking 
on courtroom brilliance but that didn't 
prove to be enough. Weizmann had just 
taken greater care while preparing for 
the battle. And that was why it won. 

You could be legally right and still 
lose. You could hire a brilliant senior 
counsel to argue your case and then lose 











into place, systems had to be integrated 
and trade terms had to be harmonised. 
Families and houses had to be moved. 
The complex process comes alive in 
a cascade of events that are as dramatic 
as they are innovative. Gunning 
employs to good effect his 
understanding of the 'psychology of 
change. For instance, when the 2,000 
employees of the post-merger VdBN 
come together in a theatre to attend the 
inaugural ‘learning conference, they 
are stunned as much by the showman- 
ship as by the content — an exercise 
that is intellectually convincing as well 
as emotionally appealing. For any one 
grappling with large-scale change ini- 


tiative, Jo The Desert And Back offers | 


plenty of insights as we follow Gunning 
on his mission. 


“The emotional and spiritual 


aspects of their journey are what makes | 
says Unilever | 


it all worthwhile", 


chairman Niall Fitzgerald while 


commenting on the success and 


setbacks of the company. If you are | 
intrigued by the use of the term | 





simply because you omitted to hire a 
good law firm to back him up. You could 
lose a case because your senior counsel 
and your law firm do not see eye to eve. 
Finally, you could lose a legal battle sim- 
ply because you haven't planned the lo- 


WINNING 
LEGAL WARS 


The Business 
Manager’s Guide to 
Law, Litigation & 
Legal Strategy 

By Ranjeev C. Dubey 
Macmillan India 
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PHILIPS MIRVIS is an 
organisational psycholo- 
gist whose research and 
practice concern 
organisational change 
and its implications 


KAREN AYAS is research 
fellow at Erasmus 
University, Rotterdam, 
and partner in The 
Ripples Group, a consulit- 
ing practice 


_ GEORGE ROTH is a con- 

. sultant research associ- 
| ate at MIT's Sloan School 
of management 





tions, the badly produced posters, 


hastily put together workshops, the | 
sheer lack of commitment at the top, | 
and the poor follow through. Then you _ 
begin to understand why many of the ` 


gistics well such as working out how 
your lawyers will travel quickly if a case 
is filed in another state, or because you 
havent invested in a photocopier and a 
fax machine to quickly transmit sup- 
porting documents. 

But this book isn’t about how to lose 
acase. Rather, itis about howto win cor- 
porate legal wars. It takes great pains to 
illustrate why preparation, timing and 
strategy are often more important than 


hiring just a brilliant counsel. And why ` 
| business manager who wants to under- 
|! stand the legal system better. : 


some basic precautions can go a long 


, way in thwarting your opponent. It also 


makes a big point about devoting the 
correct resources to the case. That's not 
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organisation, which is : 
about developing a sense of ‘emotional _ 
connectedness. The book also makes - 
one realise how shallow are the change | 
management initiatives that most of us | 
have seen: the Power Point presenta- | 





much of organisations as of people. 

The most encouraging message it 
offers is that change brings in real ben- 
efits. Energising brands, launching 
new products, exciting the consumer 
and growing the topline while main- 
taining an enterprise culture. Even 
when tackling emotions and the soft 
side, the numbers and the perfor- 
mance are not forgotten. In fact, one is 
used as a means to achieving the other. 
There is no tyranny of ‘either, or. 

If you are a new CEO, this book is 
rich with insights that you can use. ff 
you are the human resource develop- 
ment chief, then there are many things 
you can understand about why people 
usually don't do what management 
wants them to. If you are a consultant, 
then this book gives vou enough things 
to talk about to your clients and, per- 
haps, look good. This book is not for 
quick change artistes looking for 
quick-fixes to makes things happen 
fast. It is not for those who dont want 
to put their time and money Where 
their mouth is! E 





Spiritual, you will realise its | initiatives fail miserably and lead to | — 1. 
appropriateness when you read the | widespread cynicism. What this book is | R. Sridhar is founder, ideas-RS, a 
chapter on ‘transforming the all about is transformation, not so | corporate innovation consultancy 





| about spending money on a big name 
| lawyer; quite often it could mean having 
| junior lawyers and clerks posted in vari- 
| ous courts to watch out for filings so that 
| quick action can be taken. 
| makes the point upfront that most legal 


The book 


battles need you to be amoral if vou 


| want to win. And then it provides a step- 


by-step lesson on how to win, illustrat- 


| ingeach point with a real case. 


Although marred by shoddy editing 
and proofing, the book is useful for any 
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tions (Asean) will incorporate 
Japan, South Korea and China 


HE debate about whether free trade agree- 
ments (FTAs) conflict with multilateralism is 
as old as the hills and gets policy-makers 
nowhere. Whichever way multilateralism 
goes, FTAs are here to stay. Despite the suc- 





cess of the Uruguay Round, FTAs proliferated. Depending | 


on ones definition, there are almost 200 in the world to- 
day. If anything, Cancün showed that a single country can 
hold up World Trade Organization (WTO) decisions. The 
pressure for liberalisation through decision-making in 
smaller groups, such as bilateral FTAs, will intensify. Hav- 
ing integrated North America through Nafta (North Ame- 
rican Free Trade Agreement), the US has South America 
on its agenda now. The European Union (EU) will seek to 
integrate the remaining parts 
of Eastern Europe. The Associ- 
ation of South-east Asian Na- 


and become Asean-plus-3. All 
this hasnt happened yet, but 
the writing on the wall is clear. 
India and South Asia are out in 
the wilderness. Safta (South 
Asian Free Trade Agreement) is 
going nowhere, except for 
some sub-regional coopera- 
tion. There is an FTA with Sri 
Lanka. Perhaps we will have 
one with Bangladesh. That's it. 
So there is a broader strate- 
gic angle to the India- Thailand 
FTA. The FTA has an early har- 
vest component, so that tariffs 
on 84 manufactured products (air-conditioners to auto 
parts) are reduced to zero. In phased fashion, the remain- 
ders will drop to 0% by 2010. In a narrow sense, this can 
jack up bilateral trade from $1 billion to $2 billion. There 
are 26 Indian joint ventures in Thailand in sectors like 
chemicals, steel wires and rods, rayon fibres, and phar- 
maceuticals. Why shouldn't there be many more in these, 
or in sectors like IT services and dairy development? Why 
shouldn't there be Thai investments in India, in areas like 
telecom, hospitality and tourism? The multiplier effects of 
an FTA thus spill over beyond the myopic goal of duty 
elimination in manufactured products. Thanks to har- 
monisation, transaction costs of trade are reduced. 
Liberalisation of any sort, bilateral or multilateral, is 
good for consumers. Even if it is bad for inefficient pro- 
ducers, there are overall welfare gains for the country. In- 
dian producers of goods and services are masters at lob- 
bying for protection. That's how the implementation of 
the FTA with Sri Lanka got postponed by two years, even 
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A Look East policy offers 
India broader choices, and 
rectifies historical and 
colonial imbalances 






opinion 0 


though it was signed in 1998. No wonder, some producers 
are screaming blue murder about the FTA with Thailand. 
The automobile sector stands out in this screaming, as if 
India has no locational advantages to offer for foreign di- 
rect investment (FDD. The screaming will get worse once 
the FTA with Thailand becomes a stepping stone towards 
an FTA with Asean, as it is meant to be. An FTA between 
India and Asean is contemplated in 10 years, with tariff 
cuts from 2005 and freeing up of services from 2007. The 
next stop after Thailand seems to be Singapore, and a 
comprehensive economic agreement between India and 
Singapore is likely soon. But wait till Malaysia gets into the 
act and duties on products like palm oil are dropped. 

It is just as well that agreements with Thailand, Singa- 
pore and Asean will move away 
from conventional manufac- 
tures and incorporate services. 
The trend is no different else- 
where in the world, with agree- 
ments not covered by WTO in- 
creasingly brought into FTAs. 
The blame game over Cancún 
gets nowhere. But it is also true 
that both the US and EU have 
picked on India as the country 
to be primarily blamed. Closer 
economic integration with 
South-east Asia, perhaps a pre- 
cursor to integration between 
South and South-east Asia, 
thus also satisfies the strategic 
objective of providing a coun- 
tervailing force. Historically, 
India’s trade has looked too 
much towards West Europe and North America. That's 
where one worries about recession, protectionism and 
slowdown in growth. There is no recession in South-east 
Asia and no reason why India shouldn't benefit from this 
growth engine. Trade with both South-east Asia and 
China show spectacular rates of growth, but the base is 
low. And there is considerable potential. During the Cold 
War and the non-aligned movement, there were political 
reasons for lukewarm relationships with some South-east 
Asian countries. That's no more than a historical legacy 
now. India is part of Asia, business process outsourcing 
and IT notwithstanding. While the West and the East 
aren't mutually exclusive, the Look East policy offers 
broader choice and rectifies historical and colonial imbal- 
ances. Beyond stimulating bilateral trade and investment 
flows, that's the signal the FTA with Thailand conveys. And 
lest one forgets, looking East is the only way one can 
mainstream India's North-East into a growth trajectory. 
That’s no less a strategic objective. B 


ANTHONY LAWRENCE 
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After 17 
years in the 
US, Kalyan 
Muthukuma 
returned 
to India 

- because he 
could do 
bleeding 
edge work i 
InteP's 
Bangalore 
developmen 
centre. He ise 
one of the 
35,000 
techies who» 
have come 
back. Could 
this be the 
beginning of" 
a new era? 
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UJ Your story is a good guide for a 


new global business destination. I 
export yarn threads to China. After 
the initial hiccups in dealing with 
the Chinese businessmen, things 
are really smooth now. The Chinese 
companies are delivering perfectly and the product 
sourced by me is sold directly in Spain. What really helped me was 
learning their language. Though my Chinese is far from perfect, it has 
gone along way in building a rapport with my partners. If companies 
take pains to pay attention to small details, it will certainly help them 







which are providing mobile telephony. 


build sturdier relationships with their Chinese partners. 


Ganesh Narayanan, Via email 





WELL BEGUN 
Taking indigenous technology to South 
Africa is a small but significant step by 
the Indian government towards 
recognising the efforts of the barefoot 
innovators (‘The Big Deal About Low 
Tech, BW, 27 October). Though unorg- 
anised and informal, they are, none- 
theless, enter- 
prising enough 
to take on the 
Goliaths and 
make a mark 
internationally, 
Keep up the 
good work! 
Ranjit Bhatia, 
Via email 
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CUSTOMER IS KING 

Unless Airtel pulls its socks up and 
ensures that its customers are happy, it 
will continue to lose subscribers to 
competitors like Reliance and MTNL, 


services at a much cheaper rate ('King 
Under Attack, BW, 13 October). Also, it 
must develop a customer-friendly - - 
focus, especially since its customer 
care is not up to the mark and needs 
immediate attention. 

Christopher C. Doyle, Via email 
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IN TANDEM 
Great to hear that the Ministry of Civil — | 
Aviation is contemplating an Indian > | 
Airlines (IA) and Air-India (A-I) merger 
(‘United They Fly, BW, 27 October). It is 
along awaited one and would go a 
long way in improving their efficiency 
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and balance-sheets. The only catch is 
that both IA and A-I managements. 

need to arrive at agreeable post-merger 
terms and conditions. x 
Jacob Sahayam, Thiruvananthapuram 


THE DEBATE GOES ON 

The Supreme Court of India has denied 
only the government employees' right 
to strike and not other workers’ (‘Have 
Workers Rights?, BW, 13 October). I feel 
this is justified because they are 
undoubtedly the most privileged and 
pampered lot in the country. So 
preventing them from holding the 
general public to ransom is in no way 
an excess. 

Alok Sarkar, Via email 


THE CLASH OF THE TITANS 

The Congress and the Bhartiya Janata 
Party know well that the next round of 
state elections in Delhi, Rajasthan, 


_ Madhya Pradesh and Chhattisgarh will 


be a precursor to the Lok Sabha polls 
(‘Readying For The Big Battle’, BW, 27 


| October). For both the Congress and 


the BJP it’s a do or die situation 
because these results will have a telling. 
effect on the Lok Sabha elections. As 
the polls are approaching, the two | 
parties are gearing themselves up for a 


| pitched battle and the hapless public is 
| bracing itself for another round of 


hackneyed gimmicks. 
Pragya Mahajan, Panipat 
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i Letters can also be sent to B 
| editor@bworldmail com | | 
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See DB2 software connect data, near and far. N 
See DB2 software Connect formats, old and new. 
See DB2 software create insight, again and again. 


DB2. It's the ultimate portfolio of real-time information management software. You can now leverage 
every scrap of data, no matter where it is, or what it is. You see it all, as if it resided in a single place. 
Insightful and open, DB2 lets you use and build on what you already have, whether it's IBM, 

Oracle® or Microsoft" — goodbye "rip and replace." For a DB2 Software Information Kit, 

visit www.ibm.com/db2/seeit. For more information, or to meet our representative, call 1600 33 8022. 
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After 15 years with Microsoft in Redmond, Sudeep 





Bharati is now at Hyderabad working on the Tablet PC 
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COVER STORY 


‘Homeward Bound 


Not solong ago Indian IT graduates and professionals inevitably headed for the US. That was till the dotcom 
bust, 9/11 and the economic slowdown. Since then, about 35,000 professionals have returned home. Includ- 
ing those with over 15 years of experience, lured by high-tech work. Is this the new phase of India's IT industry? 


Talking telecom 


The chairman ofthe 
telecom regulatory au- 
thority defends his rec- 
ommendations on a 
unified licensing policy. 


"My commitment is to 
consumers, to growth, 
and justice — in that 
order" Pradip Baijal 





Infotech revival wipro, Infosys and Satyam have 
posted good results. So is a tech recovery well and truly on? 


| Kashmir with the CM and the governor taking con- 
trary stands, the talks with the Hurriyat seem to have stalled. 


Interview: Pat Gelsinger intel does not think 
20 years ahead, its collaborators do, the Intel CTO tells BW. 
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| amodel that has been 

| tried in infrastructure. 

| Butcanit work in health- 
| care? Here are a group of 
| doctors who are getting 

| together to set up their 

| own hospitals to prove 

| thatit can. 














A Doctor And A 
Businessman 


Build, own, operate — it's 


| Asian Heart's Rane, Panda and Shah: united investors a 


ASPs Kanwal Rekhi and his ilk are trying to revive the 


| application services business. 


Draft gas pipeline policy Is the government's 


| draft policy encouraging a monopolistic structure? 
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B.K. RAMESH 


40 Adlabs Films The film processing company has 
star aspirations. But can it be an integrated film company? 


46 Gujarat There is a def- 
inite lull in the investment cli- 
mate of one of India’s most in- 
dustrialised states. And 
politics is a big reason. 


Vibrant Gujarat: investors » 
need more than summits 


IN VOGUE 


ss The Naming Game 


Ifit wasnt enough that tea 
Sr rare » &gownoutsidethe region 
— ©  wasattracting the name, 
even telcos and lingerie 
makers are using the 
Darjeeling brandname. 





* Alingerie store in France 


62 Online dating BW goes under cover and finds that 
online dating sites are openly being used for solicitation. 


64 Bookmark Heres conclusive evidence, if you 
needed any, that a 'buy low, sell high' policy works. 


COMMENT 


22 Omkar Goswami IFCI was within its 
rights when it did not service its preference 
shares. But it is a fiduciary breach nevertheless. 


ON THE CONTRARY 


50 Mahesh Murthy The venture capi- 
tal industry in India died some time back. 
Thank heavens for it. 


BY INVITATION 


56 Harris Miller The president of Amer- 
ica’s leading IT association speaks about open 
markets in a curtain raiser to Infocom 2003. 


THAT’S IT 


58 Mala Bhargava Finally, Indians are 
stretching out their palms for a PDA from the 
world’s largest maker of handhelds. 
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Businessworld 
The return flight - 





LL attention in the last few weeks has been on 
the foreign money that is flowing into the capi- 
tal markets, pushing up stock indices and for- 
eign exchange reserves. So we decided to 
change track and focus on an even more signif- 
icant inflow — that of high-quality software talent. 


Thousands of Indian software professionals have been head- 
ing home in recent months, and they are being lapped up by 
Indian and multinational firms eager to upgrade the work 
they do. What could have been a reason for despair is turning 
out to be a reason for celebration. Could this inflow of experi- 
enced, high-quality talent substantially alter the nature of 
technology work done out of India? 


Special Correspondent Shelley Singh, who wrote the cover 
story, says this could be as significant a turning point in the 
history of the IT industry as the Y2K boom. But at first look, it 
seems it is the R&D centres of 
multinational technology firms 
that are making the most use of 
the opportunity. That shouldn't 
matter, though — what is im- 
portant from the national per- 
spective is India’s development 
as a global technology hub. 


Businessworld 


That is also why what happens 
in the telecom industry is im- 
portant. Last week, the Telecom 
Regulatory Authority of India 
(Trai) brought the war between 
mobile and basic service operators to a head by announcing a 
unified licensing policy for telecom access. Cellular operators 
are opposing the move, saying it amounts to regularising the 
irregular entry of basic services operator Reliance Infocomm 
into mobile services. So we questioned Trai chairman Pradip 
Baijal on the issue. His answer: he has had to look at issues of 
“justice” through the prism of national and consumer interest 
— just as the government did in 1999, when it allowed cellular 
operators to go back on their commitments and move to a rev- 
enue-sharing arrangement. Baijal’s argument has a certain 
compelling logic behind it. Turn to page 8 for the interview. 





Elsewhere in this issue, we look at the economics and politics 
of laying gas pipelines, and an interesting trend in healthcare 
— of doctors coming together to set up big, speciality hospi- 
tals. Read it on page 52. 


so 
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TONY JOSEPH, EDITOR 


BUSINESSWORLD 1 10 NOVEMBER 2003 


PRADIP Baijal, chairman 
of the Telecom Regulatory 
Authority (Trai) has no 
doubt at all that the 
Group of Ministers (GoM) 
will clear his recommen- 
dation for unified licence. 
Why? Because, he says, it is 
built on irrefutable logic. 
Cellular operators who 
think the unified licence is 
nothing buta ruseto regu- 
larise Reliance Info- 
comms irregular entry 
into mobile services are 
moving heaven and earth 
to see that GoM amends 
the | recommendation. 
What they will come up 
against is Baijal’s logic. So 
heres Baijal explaining 
the rationale behind his 
decision in an interview to 


BW's Anup Jayaram. 


m What principle did 

you follow while recom- 
mending a unified licence? 
What you must understand is the need 
to raise the number of mobile telecom 
subscribers. In March 2003, there were 
close to 13 million mobile subscribers. 
Now seven months later, the number 
has doubled. The sharp growth hap- 
pened after limited mobility players 
came into the market. 

If you look at India and China, both 
are comparable in the number of cars 
and two-wheelers. But there is a huge 
disparity in mobile phones. (India has 
24 million subscribers, while China has 
250 million.) With 62 million automo- 
biles in India, thereis no reason why we 
shouldn't have 100 million mobile sub- 
scribers soon. However, that needs an 
investment of Rs 50,000 crore. For that, 
we need the big boys to come in. They 
are the only ones who can put in that 
kind of investment in the sector. 


PRADIP BAIJAL 


"Courts do 
not stop the 
government 
ziv: from changing 


growth of the sector, not justice? 

I will have to look at the issue of justice 
through the prism of consumer inter- 
est and growth of the sector. And that is 





| m Are you saying that the priority is the | 


what the government did in 1999, | 
when the cellular operators were al- | 


lowed to move over to a revenue-shar- 
ing arrangement, at a cost of Rs 15,000 
crore to the public exchequer. There 
was an issue of justice here because it 


was the taxpayers’ money that wasin- | 
volved. But the government took the | 


decision that if it stuck to the principle 
of justice, the sector wouldn't grow. If it 
hadn't taken that decision then, we 
would have been sitting around com- 
plaining that India’s democratic sys- 
tem is stifling growth. 


m Isn't the credibility of the system 
also an issue here? There was a viola- 
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UNIFIED TELECOM 


rais decision 


tion of the law that has 
been regularised. What 
message does that send? 
Regularisation happens 
all the time. There are 
voluntary disclosure of 
income schemes. There 
are regularisations of 
building-law violations. I 
have levied Rs 1,096 
crore on Reliance as an 
incremental ^ charge. 
They are also paying a 
penalty of Rs 485 crore. 
In all, they will have to 
pay Rs 1,600 crore. The 
Supreme Court said 
there should be a level 
playing field. That is 
what we have done. 


E So you are agreeing 
that this is a kind of 
voluntary disclosure of 
income scheme? 

In a way, yes. 


DILEEP PRAKASH 


m The cellular industry complains that 
Reliance has almost effectively got a 
fifth mobile licence. 

No way. They are not getting any spec- 
trum, which they would have if they 
were given a fifth mobile licence. That 
difference is critical. 


š The imposition of a penalty on 
Reliance implies that there was a 
violation of the law. Doesn't that require 
compensation for the mobile operators 
whose interests have been affected? 
The mobile operators got their com- 
pensation in 1999, when they moved 
over to a revenue-sharing arrange- 
ment. I don't want to be in the business 
of perpetual compensation. When the 
cellular operators offered SMS, the 
paging industry was hit. Tomorrow 


| when voice on Internet protocol be- 


comes common, there will be more de- 


LICENCE POLICY 


changes equations 


mands for compensation. 


m An anomaly seems to have crept in 


What we need is a transparent li- 
cence surrender policy. That will in- 
volve return of spectrum,etc. That 
can only be done once we have a pol- 
icy document. One cannot do it for 
just one company. 


m There's some amount of 
scepticism on whether the GoM will 
accept the proposal. 

My commitment is to the consumer, 
to growth and to do justice through 
this maze. I simply follow these three 
goals in that order. The GoM should 
not have any problems in approving 
a unified licence. Going simply by 
logic, there is every reason for them 
to accept it. 


m Why haven't you made national 
long-distance part of the unified 
licence? 

We need to hear the views ofthe var- 
ious players on this. For now, we 
have only dealt with access in unifi- 
cation. Media of transmission will be 
the next issue to be tackled. 


& The Cellular Operators Association 
of India has already approached the 
courts against the proposal... 

Courts do not stop the government 
from changing policy. Anyone can 
approach the courts. At one stage it is 
said that AT&T had more lawyers 
than engineers. When Balco was dis- 
invested, Parliament was in session. 
But since the logic was right, it went 
through even though it was dragged 
in the courts. 


F anybody was expecting Pradip 
Baijal, chairman of Trai, to pa- 


tiently untangle the Gordian knot | 


that had tied up the Indian tele- 
com sector, they were in for a surprise 
last Monday. Like Alexander the Great, 


Baijal cut the knot, rather than untied it. - 


Alexander, of course, went on to con- 
quer Asia, but will Baijal usher the In- 


dian telecom industry into an era of | 


high growth and prosperity? 

Baijal argues that his new policy will 
do so. His reasoning is that the unified 
telecom licence that he recommended 
to the government last Monday (the 
Group of Ministers 
and then, the Cabinet 
has to clear it before it 
becomes declared 











The biggest gainers 
RELIANCE & BSNL 


that paid by the fourth mobile service 
operator, pay a penalty for violating the 
spirit of the regulations and thus regu- 
larise its irregular entry into the mobile 
services market. 

Cellular operators would be happy 
with nothing less than a full roll-back of 
Reliance's mobility or at least a gargan- 
tuan compensation of around Rs 18,400 
crore, based on a report by consulting 
firm PricewaterhouseCoopers. This is 
not the first time they have gone to 
court, and the courts have never given a 
clear verdict that Reliance has violated 
the "letter of the law" (the spirit is an- 
other matter alto- 
gether), but this does 
mean that we are not 
about to see 







seal P de 4? | Reliance now has td end of 
en s tedious ner access to a fully- es ersome 
pon, Ap ii mobile licence. It : dei nm 
shady toate oae will emerge as the roy 
muscle into the mo- | Baijal ad- 
š ; biggest mobile ; : 

bile services market, mits (see in- 
foster competition player. t hasto ¢ terview: 'Co- 
and, thus, allow India pay Rs > x à urts Do Not 
to touch the 100-mil- ec in: dx n š Mukesh Ambani Stop The 





lion mark in mobile 
subscriptions. The 
figure now is 24 mil- 
lion, far behind 
Chinas 250 million. 
All of this may in- 
deed happen. But in 
cutting the knot, Bai- 
jal has given room for cellular operators 





to BSNL 


crore. With the access 
deficit charge making mo- 
bile-to-mobile calls costlier, 
more traffic will be diverted 





to complain this was not the fair solu- | 
tion they were expecting. The core of | 


their argument runs like this: cellular 
service operators have paid far more in 


licence fees to the government than ` 


have the basic service operators. But Re- 
liance Infocomm, a basic service 
provider, has been virtually running an 
aggressively-priced full-service mobile 
service operation using a loophole that 


allowed basic service providers to pro- | 


vide "limited mobility". 
Baijal's unified licensing solution 


now allows Reliance to pay afee equalto | 
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Government 

From Changing Pol- 
icy’) that "justice" has 
not been his single- 
minded obsession; 
that he wants to en- 
sure justice while see- 
ing to it that con- 
sumer rights are protected and that the 
market continues to grow fast. "My 
commitment is to the consumer, to 
growth and to do justice; I simply follow 
these three goals in that order," he says. 

On the grounds of growth and con- 
sumer interests, the policy cannot be 
faulted. Experience has shown that the 
entry of more players benefits the con- 
sumer, brings down costs and expands 
the market tremendously. What weak- 
ens the case of the cellular operators is 
that they themselves had used this argu- 
ment earlier, in 1999, while trying to get 
out of the more onerous obligations 








: they had taken upon themselves during 


the heated bidding for mobile licences a 


' few years earlier. 


The government had then accepted 
the logic that it should focus on growing 


ar the market rather than on the letter of 


the contract, and reduced their burden. 


' Jtisthe same argumentthatis now com- 


ing back to haunt them. 
If none of these arguments will cut 


. anyice with the mobile service opera- 


tors, itis because at heart they know that 


\ 7 none of this would have happened if the 


7 hole that be- 


7 bile services. 


government had not, in 2001, allowed 
basic service operators to use wireless in 
local loop (WLL) to provide last-mile 
connectivity. This happened when 
Pramod Mahajan was the minister for 
communications 

and M.S. Verma was 
the Trai chairman. 
This was the loop- 













came bigger 


and with a clear view 
to providing a back- 
door entry into mo- 


As far as Baijal is 


/ concerned, all this is history. He is where 
+ heis, and he has to move on with a clear 


goal in mind: making it possible for In- 


7 dia to touch 100 million mobile sub- 


scriptions. If that is helped by the entry 
of more players and by fierce competi- 
tion, then the policy has to allow that. 
As far as justice is concerned, he has 
ensured a level playing field by levying a 


“ penalty on Reliance (calculated accord- 


ing to the same formula that was used to 


— penalise mobile service operators who 


delayed their licence fee payments to 


' the government before the settlement 


V . in 1999!) and ensuring that they pay the 
. same fees as the mobile operators. The 
-~ totallevy on Reliance: Rs 1,581 crore. 


The new policy may have its own 








The biggest losers 
BHARTI & HUTCH 


Bharti will end up 
being the second- 


ence in basic services. So 
suddenly the competition 
for it has increased sharply 


logic, but it also has an anomaly that 
sticks out. 

Trai has asked Bharti to pay Rs 487 
crore for shifting its five basic service cir- 
cles to a unified licence. But Bharti al- 
ready has mobile services in all these 
circles. Says Akhil Gupta, joint manag- 
ing director, Bharti Telecom: “We need 
not pay anything as we have a unified li- 
cence.” In fact, Bharti wants its basic 
service licence fees back since ,under 
the new policy, its mobile licence will be 
valid as a universal licence. 

Baijal's recommendation will now 
go to the Group of Ministers and then 
the Cabinet. If the Cabinet clears 
it, it will become policy. Can cellular op- 
erators challenge it? 

They can, but as 
Baijal puts it, “the 
courts cannot stop 
the government from 
making policy”. Re- 
liance, for its part, is 


and bigger also moving the 

_ till someone largest mobile ser- | courts contesting the 

like Reliance vice provider once |  jevyofpenaltyon it. It 

' could use it the unified licence | faces a peculiar prob- 

to provide š happens. It is lem. Ifit does pay the 

— virtually full- g seeking compen- penalty, the cellular 

service mo- z sation for the li- industry is likely to go 

bility. This *$ cence fees al- to court using that as 

loophole ready paid as a evidence of violation 
was created, they fixed operator in circles oflaw. 

' suspect, with where it also has a mobile If the policy 

. malafide intentions licence. Hutch has no pres- stands, the tables 


could be turned on 
the existing leaders. 
Animmediate conse- 
quence will be that 
Bharti will lose its sta- 
tus as the single-largest mobile service 
provider — a position it has held right 
from the beginning. Reliance will 
emerge as the single-largest mobile ser- 
vice provider with 4.79 million sub- 
scribers (4.18 million CDMA-based and 
0.61 million GSM-based subscribers). 
Bharti had 4.61 million subscribers as of 
end-September. 

This doesn't seem to be worrying the 
markets though: the Bharti Televentures 
scrip closed at Rs 86.30 on 29 October, 
up from Rs 77.30 before the Trai deci- 
sion. Perhaps the market is seeing the 
whole thing in a better perspective than 
the companies: that the market is big 
enough, for all ofthem! ig 
ANUP JAYARAM 
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. the 100-odd titles pub- 


INTERCONNECT 
Costly calls 


HE mobile-to-mobile domestic 

long-distance party seems to 
be over. Starting 1 December, all 
STD calls from mobile phones will 
cost 15-40% more. That's be- 
cause Trai has revised the access 
deficit charges (ADC) for calls be- 
tween mobile subscribers. 

The ADC is a surcharge to the 
tariff that will be passed on to basic 
service providers. This cross-sub- 
sidy will amount to Rs 5,340 crore 
annually. Of this, Rs 4,800 crore 
will go to the state-owned Bharat 
Sanchar Nigam (BSNL) while the 
balance Rs 540 crore will go to pri- 
vate basic operators. 

The immediate gainer will be 
BSNL. Today a long-distance call 
from a mobile phone costs any- 
where between Rs 3.99 and 
Rs 4.69 per minute, whereas BSNL 
charges Rs 4.80 per minute. But 
once the mobile call rate goes up, 
BSNL could cut charges and get 
more long-distance traffic. m 


BREAKING NEWS§ 
New launch 


UBLISHER Tim Waldron con- 

firms that Media magazine will 
hit India in January 2004. “It will 
have a distribution of 
3,000 copies. There will 
be a dedicated news 
section looking at the In- 
dian media industry,” he 
says. Media is one of 





lished by the UK-based 
£172.3-million Haymar- 
ket group. Media’s entry confirms 
what the launch of Pitch and the 
imminent launch of | 
agencyfaqs.com's unnamed mag 
suggests, that there is a demand 
in the ad, marketing and media 
space after A&M's demise. gm 
VANITA KOHLI-KHANDEKAR 


As an IT destination, 


not just facts speak about us. 


People do too. 





e Er. 
The most advanced society in the country. Excellent quality of life. 


99 
We found Kerala’s social infrastructure as good as any in the world. 


Mr. Sunil Gupta 
MD, IVL India Pvt. Ltd. 





T : 
We were fully operational within six months of our decision. 


i » 
We are delighted to be in Technopark. 


Mr. Bill Dennis 
MD, Toonz Animation 





« Q c ... 
We found that the facilities at Technopark were as good as 
: oc 
any we've seen in California. 


Mr. Stephen Ross 
MD, US Technology Resources 





T x 

The quality of people is so good, we could get CMM Level 5 assessed 
! ae 
in the shortest time span any IT company in the world could achieve. 


Mr. G. A. Menon 
Chairman, US Software 





There are many reasons why the hard-nosed IT investor is choosing Kerala. 


Making it the fastest growing IT destination in the country. 


érala 


god's own e-state 





www.keralaitmission.org 
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INFOTECH 


Tech reloaded 


The second quarter results show that good times are back 


A time to cheer 


Q2 FY 04 
(Rs crore) 


Q2 FY 03 
(Rs crore) 


Q1 FY 04 
Rs crore 


% change over 
Q2 FY 03 


% change over 
Q1 FY 04 


INFOSYS TECHNOLOGIES 


1,134.75 ` 
300.16 | 
33.30% 


Revenue 
Net profit 
Operating margin 


879.57 
225.17 
36.75% 


29 
33 


1,081.98 
278.12 
32.20% 


1,374.50 
230.20 : 
21% ` 


Revenue 
Net profit 
Operating margin 


1,062.10 
220.40 
N.A. 


29 — | 1,198.90 
4 206 
| 2196 





SATYAM COMPUTER SERVICES ` 


598.49 
147.59 


Revenue 
Net profit 


ECH is proving the doom- 
sayers wrong. As prices sta- 
bilise and more and more 
global firms take to offshore 


outsourcing, tech compa- | 


nies are again showing some of the 
growth that they have been famous for. 
Infosys Technologies, Wipro and Sat- 
yam Computer Services have an- 


nounced financial results for the quar- | 
ter ended 30 September 2003 that have | 
buoyed up the market, which now ex- | 


pects similar tidings from the other two 
tech biggies, Tata Consultancy Services 
(TCS) and HCL. 


After a brief blip earlier, during the 


second quarter of 2003-04, Infosys' rev- 
enues grew 29% over the same quarter 
last year and around 5% over the first 
quarter of 2003-04, while net profit in- 
creased 7.9296 over the previous quar- 
ter. During the period, the company 


added 2,025 employees and 29 new | 
clients. An Infosys spokesperson said: | 


"This quarter has been very good in 
terms of moving the work offshore. 
There has been an over 1096 increase in 
the offshore effort man months, and the 
onsite effort man months has gone up 
only by 2.4%.” 


Among the three biggies, quarterly | 


revenue growth has been highest for 
Wipro at around 15%, riding on strong 
volume growth and declining pricing 


499.14 
118.15 














559.65 
121.49 


19.91 
24.12 





Wipro vice-chairman 
Vivek Paul: seeing an 
all-round boost 


pressures. The com- 
pany experienced a 
3696 sequential growth 
in its technology infra- 
structure services and 
2296 sequential growth 
in BPO, while account 
openings for the quar- 
ter continued at an en- 
couraging rate with 35 
new ones opened, six of 


ARPIT SHARMA 





which were Fortune 1000 companies. | 
Its billing rates were up sequentially by | 


2.296 onsite and 0.196 offshore. Wipro re- 


cruited 3,000 new employees (net) dur- | 


ing the quarter. 

What is driving this growth is best 
explained in the words of vice-chair- 
man Vivek Paul, who recently told ana- 


lysts: “On the demand side, what we | 


were seeing were two things. One is con- 
tinued acceptance of our end-to-end 
services model, as well as a rising 
propensity to offshore. And we also saw 
on the infotech side more customers 
now willing to do additional infrastruc- 


ture which gave our infrastructure ser- | 


vices a boost... Added to all this has been 
the boost that our BPO business has 
given us." 
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At Rs 598.49 crore, Satyam has for 
the first time crossed the Rs 500-crore 
mark in revenue generation in a single 
quarter bypassing the upper limit of its 
previous guidance. In terms of net 
profit it showed a growth of 25% over 
the same period last year and around 
7% over the previous quarter. Satyam's 
major revenue drivers have been off- 
shore outsourcing, investments in 
strengthening relationship manage- 
ment and a strong growth in its pack- 
aged software business, which now ac- 
counts for a quarter of the revenue. The 
company has expanded its client port- 
folio by adding 27 new 
names this quarter. 

This revival isn’t just 
restricted to the large 
companies. Consider 
how some relatively 
smaller companies 
have performed. Polaris 
Software's net profit has 
grown 31% quarter-on- 
quarter to Rs.21.69 crore 
and 13496 over last year. 
Its guidance for revenue 
generation in FY 04 is 
double that of the previ- 
ous year. Visual Soft 
Technologies and Eonour Technologies, 
too, have observed a rise in net profits at 
around 1796 over last year. However, 
some like Aztec Software, Infotech En- 


NAMAS BHOJANI 


| terprises and Mastek have defied this 


norm with lower second quarter net 
profits compared to last year. The rea- 
son normally cited is that with a signifi- 
cant across-the-board decline in billing 
rates, these companies being compara- 
tively smaller in size have fallen prey to 
the pressure of increasing costs. 

Close on the heels of these results, 
tech firms have revised their guidances 
up and announced they will increase 
staff strengths. A clear sign that the com- 
panies, too, think that the good times 
are here to stay. ia 

AARTI KOTHARI 
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From 13th to 15th November 
2003, the prestigious 7th National 
E-Governance Conference is taking 


place at CHENNAI. It is organised 


by the DARPG, Government of 


India, and the IT Department, 
Government of Tamil Nadu. The 
best from across the Bureaucracy, 
Academia and Corporate spectrum 
will trade experiences and views. 
It's one BIG event you just 
CANNOT MISS. Register by 

email: 7egovconf@elcot.com, 
www.elcot.com. For further 


details, call GM, ELCOT, Arasan : 
98400 79955 / 044-2432 0124. 
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KASHMIR TALKS 


Sinha queers 
the pitch 


HE Centre's offer of talks with 
the Hurriyat may turn out to 


be a non-starter following the | 


controversy over the parame- 
ters of the proposed dialogue. Jammu & 
Kashmir chief minister Mufti Mo- 
hammed Sayeed is unhappy with 
deputy prime minister L.K. Advani's in- 
sistence that the talks will be on devolu- 
tion of powers. Sayeed has been press- 
ing for an open-ended interaction at the 
highest level with the Hurriyat to draw 
the separatists into the mainstream. 
Unfortunately for him, J&K governor 
S.K. Sinha is bombarding the Centre 


with exactly the opposite advice. Sinha | 
is believed to have warned against a dia- | 
logue with the Hurriyat as long as it is 


perceived to be a front for Pakistan. He's 





also believed to have told the Centre not 
to put all its eggs in Sayeed's basket be- 
cause the PDP government could be 
toppled any day by the National Confer- 
ence with support from the Congress. 
Annoyed by the governor's assess- 
ments, Sayeed has lodged his griev- 
ances against Sinha. The CM is particu- 
larly miffed as he had asked the Centre 
not to post an ex-army man. He had 
suggested Delhi Lt Governor Vijai 
Kapoors name. The Sayeed-Kapoor 


was J&K chief secretary and Sayeed was 


| rapport dates back to the time the latter | 


| 


Union home minister. The BJP which is | 
depending heavily on Kapoor for the | 
Delhi assembly elections, was reluctant | 
| inghim every inch ofthe way. p 


to send him to Srinagar. 
Ultimately, the hardline view pre- 








OR two years now e-sourcing | 


specialists have been trying to 


break into the lucrative market | 


of public sector unit (PSU) and 


government procurement. With little | 


success. While private sector e-procure- 
ment in the country has touched $2 bil- 
lion, the PSUs have hardly shopped on- 
line. In government circles, sourcing 
practices are tightly controlled by the 
chief vigilance commissioner (CVC) to 
prevent corruption. Bidding online for 
contracts worth crores has, till now, 
been too radical an idea for babudom. 














vailed in the home ministry and Sinha 
was transferred from Assam to Kashmir. 
Although Sayeed got his way with the 
PM announcing the Centre's readiness 
to talk to the Hurriyat, the dialogue may 
not get off the ground with Sinha fight- 


ARATI R. JERATH 


E-PROCUREMENT 


The babus relent 


But last month, the CVC gave a blan- 
ket approval to all central government 
undertakings to procure through online 


auctions. Imagine the possibilities if | 


you consider that the market potential 


for e-procurement for the top five oil | 


PSUs alone is Rs 300,000 crore. 

In fact, Bharat Petroleum (BPCL) 
had been seeking permission from the 
CVC to source multi-purpose 
dispensers worth Rs 15 crore 
for its petrol pumps through 


the floodgates have opened for 
other PSUs like BHEL. BPCL 
has already procured Rs 150 
crore worth of contracts 
through e-sourcing for seven 


Vivek Agarwal, country 
manager, CommerceOne 


DILEEP PRAKASH 
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01 Markets as far back as April | 
2002. It took CVC four months | 
to give that approval. But now | 





categories, saving about 8% to 10% of 
the contract value. But this is a pin-prick 
if you consider that private sector firms 
like Tata Motors are edging towards 
Rs 1,200 crore. 

Interestingly, two state governments 
— Andhra Pradesh (AP) and Karnataka 
— may have paved the way for the cen- 
tral PSUs. CVC guidelines cover only 
central government undertakings and 
these two state governments have been 
quietly ushering in a change in the way 
they procure things. Earlier this year, the 
AP government kicked off a project, 
through CommerceOne, where seven 
state departments like the AP State Road 


| Transport Corporation, the Public 


Health Department and the Panchayati 
Raj department automated their ten- 
dering needs. By the end of the year, AP 
plans to contract out Rs 1,100 crore 


| through e-tendering. 8 


RADHIKA DHAWAN 
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WEB WATCH 
MEDIA ROOM Faulty 
| released in February 2004. š connections 


Applause is also looking at making 
a Bengali film. OU are desperately seeking a phone 
e number in Delhi and you don't have 


a directory at home. So you confidently 
| T are strong indications that log on to the Net and go to service 
CHIP will finally relaunch 


provider Mahanagar Telephone Nigam 
sometime in November. A part of Limited's (MTNL) official look-up page 


2 EES sat 


— fr 


Germany-based Vogel Burda (http://phonebook.bol.net.in/tell.htm 
Publications, CHIP was due to be _ D. You are sure the website will finally 
launched in August this year aftera | solve your problem. The page proudly 


long hiatus following its states: "To search for any telephone 
acrimonious break up with Jasubhai | number, type the number in the box 
Digital. But its plans got delayed | provided and click search". 

when Tata Infomedia, the parent of | Pardon me! 

the company that is the Indian . 

licensee for the title, was bought by 
ICICI Ventures. Although sources in 
ONY'S Jassi Jaissi Koi Nahinis | Tata Infomedia refused to 

finally hitting Star Plus where it | comment, do watch the 





hurts most, in prime time. The sit- newsstands this month. I | | 

com opened to high trials scoring " Bites E —— JN 
over 4 in rating points, and has been 

climbing steadily upwards hitting 6 FTER showing some good 3 

last week. It had already entered cheer for four months the film — | 

the list of top 50 shows among industry has slumped a bit again. | 1 

Hindi entertainment channels a The last five weeks have not seen Am P Us 


couple of weeks back. That is a list 
firmly dominated by Star Plus for 
over three years now except for mi- 
nor trespasses by Kkusum or Ku- 
tumb. But Jassi... looks like she is a 
different sort of gal. Watch out for 
this Indian avtaar of the Brazilian 
Betty La Fea. 


Rate cuts 


HEN ABN AMRO recently 

announced fixed home loan 
rates of 6% and 6.5% respectively 
for the first two years, HDFC 


e quickly launched a 7.75% floating 





rate package against the going 
ARUN Katial, who recently quit home loan rate of 7.75-8.5%. Of 
as chief of programming at Star course, Nitin 


Chopra, head of 
consumer banking, 
ABN AMRO, already 


Plus, might be joining rivals Sony or 
Zee. While the official line is that he 
will be making a movie, whispers to 





the contrary have been doing the big takings for any film. Despite the had an ‘all smiles’ 
rounds all of last week. Katial, festive season, Boom, Pinjar, solution in a 7.7596 
naturally, denies all of the above. | Mumbai Matinee, among others floating rate loan 


haven't yet excited filmgoers. While for any amount, any 








w _ itis too early to say that it could term. Maybe this is 

PPLAUSE Entertainment, a | slump back into a 2002-like stupor, the start of a 

company set up by this lack of business in the weeks lowest-home-loan- 
Kumaramangalam Birla in his building up to Diwali, usually a good rate race, maybe it's not. But in 
personal capacity, has just time for new releases, shows that the interim do consider the 
completed a Telugu film. The movie, audiences will not see bad films additional pre-payment charges 
Tapana, which is said to have cost | especially on a holiday. » before you change your bank at 
just under Rs 2.5 crore, will be VANITA KOHLI-KHANDEKAR the drop of an interest rate! P 
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The only thing in life 
you can be sure of 





RETAIL 


Agrani stores — 
switching off 


HE SWITCH store 
set up by Agrani 


Convergence 

(ACL) at Con- 
naught Place in Delhi as a 
joint venture between 


Agrani and Delaul’s downed 
shutters last month. The two 
partners had been locked in 
a bitter feud for over a year 
over profit sharing agree- 
ments. The store in Lajpat 
Nagar (also in Delhi), too, 
has closed down. It is the 
same story for a SWITCH 
store in Mumbai and a few 
others across the country. Clearly, this is 
the case of another retail superstore 
chain running headlong into trouble. 


media, and information and technol- 
ogy products, it aroused a lot of interest 
in the market.” It was a concept ahead of 
its time," says Pankaj Mohindroo, for- 


mer CEO, ACL, and currently the presi- | 


dent of the Indian Cellular Association 
(ICA). When ACL launched operations 
in 2000, it planned to set up 2,500 stores 
by 2007-08. Today it has 50 stores, 15 of 
which are owned by the firm, and is way 
behind schedule in meeting its target. 





Parliamentary unspeak 


NDIA'S 13th Lok Sabha has an information packed web- 

site (http://164.100.24.208/Is/Ilsmember/ whoswho.asp). 
It faithfully portrays every member with pictures, bio-datas, 
addresses et al. It has bills and questions moved by each 
member. And, above all, the debates and proceedings. But 
pick any debate and it is incomprehensible. Sample this: on 
23 July 2003, in a 'Discussion regarding construction of Taj 
Heritage Corridor’, BSP MP Rashid Alvi says: "There are 
many rules like 175 and 352(i) under which we cannot dis- 
cuss this....gEEO (r)ÉVÉ xÉxfÉ(r(4- ÉÉMÉ..." ih 











An Agrani retail outlet: running headlong into problems 


According to Vikram Taneja, who | 
owns the Connaught Place outlet and | ness and advertisement. 


_ has locked horns with ACL, the respon- 

When Zee's subsidiary ACL entered | 
the business of organised retail by set- | 
ting up niche stores catering to telecom, | 


sibility of the fiasco lies squarely with 
the management. “It was and still is a 
brilliant concept but ACL had greedy 
and inexperienced management,” he 
says. Taneja says his was one of the first 
SWITCH stores to open and claims it 
was among the most profitable. “The 
turnover of the store in the first month 
was Rs 3 lakh which went up to Rs 50 
lakh by the seventh month,” he says. Ac- 
cording to the joint venture and fran- 
chisee agreement, he says, the profit 
sharing between ACL and his company, 
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|. Delaul’s, would be 50:50. ACL invested | 


in the equipment while Taneja invested 
in the store and the people. “But the 
management went back on its agree- 
ment and said that it was making losses 
and that ACL was a sub-tenant with De- 
laul’s. We had no choice but to go to 
court,” he says bitterly. 

Though ACL refuses to admit any 
problem with its franchisees and says it 
has honoured all commit- 
ments, it does agree that 
some of the stores are not 
doing as well as anticipated. 
Says ACLs marketing and 
business development head 
Adarsh Shastri: “ It is the 
large stores which were un- 
profitable so we have ended 
the concept of large stores 
and have either closed them 
or are in the process of clos- 
ing them. Our retail business 
model will operate through 
smaller 500-600 sq. ftstores.” 
According to him, the only 
issue the franchisees have is 
that there is not enough brand aware- 


DILEEP PRAKASH 


But disgruntled franchisees have 
other woes. They accuse the company 
of not having trained staff for techno aid 
— its service point within the store. 
Some franchisees are now buying stock 
keeping units directly from companies 
instead of using the vendor networks 
set up by ACL. Taneja’s case comes up 
for arbitration on 15 November, almost 
a year after the dispute started and, ac- 
cording to him, the company has 
cleared all stock from his shop. Even as 
the economy appears to be picking up, 
SWITCH seems to be switching off. Wi 

GINA S. KRISHNAN 





COMPANY AFFAIRS 


Cleaning up the 
Companies Act 


HEN the Union Cabinet 
sent the draft of the 
amendments to the 
Companies Act 1956 
backto the Department of Company Af- 
fairs (DCA) recently, it was seen as a tri- 
umph for the industry lobbies, who had 
felt the amendments were too ‘harsh’ 
BW learns from DCA sources that 
the department is going to use this op- 
portunity to include a few more amend- 
ments, recommended by the Naresh 
Chandra committee, on the regulation 
of private firms and partnerships: 
B Limited Liability Partnerships(LLP): 
Actually, this requires a separate act. The 
DCA wants to allow individuals to set up 
a limited liability partnership — a con- 
cept that doesn’t exist in India. The 
Naresh Chandra committee report had 





Spot on! 


The Businessworld Classified section gets you 
straight to readers who're interested in your products 
or services. Read by decision makers across business 
segments, Businessworld is just the right environment 
to get noticed in. Advertise with Businessworld 
Classifieds, zoom focus on your consumers. 


argued for LLPs on the ground that indi- 
vidual partners in a partnership face un- 


risks involved, may be unwilling to grow 
the business. 
ll Exemptions to ‘small private compa- 


The new amendments 


@ Limited liability pares 
can be formed 


. € Small private companies may 
be exempted from certain pro- 
visions of the Companies Act | 


€ Private companies whose - 
turnover is more than 100 
times the paid-up capital and 
reserves should be regulated 
like public companies 


—— A! 


| nies': Private companies that are small 
in size are forced to go through the same 
level of disclosure standards and com- 
| pliance as large private companies. 
Since their activities tend to affect the 
| public to a lesser extent (by definition, 


| they dont borrow from the capital mar- 


| kets), the DCA wants to ease the regula- 
| tion and the compliance standards they 
| adhere to. 'Small' private firms are de- 
| fined as those with paid-up capital and 
| free reserves ofless than Rs 50 lakh, sales 
limited personal liability and, due to the ` 


of less than Rs 5 crore, ‘other income’ of 
less than Rs 5 crore and are registered as 
small scale units. 

... However, from bitter experience, 
the DCA knows that promoters some- 
times use private firms to siphon off 
funds from larger firms. So private firms 
whose total income during the financial 
year is greater than 100 times their paid- 
up capital and free reserves should be 
subjected to the same kind of regula- 
tion as public companies. For this to ap- 
ply, their minimum income should be 
greater than Rs 10 crore. 

Now it remains to be seen whether 
the DCA can actually push these 
amendments through. a 

AVINASH CELESTINE 
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INTERVIEW/PAT GELSINGER 


"We use a distributed 
| R&D model" 


' AT every Intel Developer Forum (IDF), 


the chipmaker showcases the technolo- 


` gies it would like to see dominating the 


world in a year or two. In the last few 
IDFs, Intel has talked about the Centrino, 
wireless LAN, silicon radio. So when BW 
caught up with its chief technology offi- 


./ cer Pat Gelsinger in Mumbai, we asked 
— him about things he does not talk about 


at the IDF: Intel's long-term R&D and its 


c ' research philosophy. Excerpts. 


\ 7 m Where is Intel trying to 


> take computing in the next 


vc; One of the things we are 


«~> interface. Lots of people 


* / agood amount of research 
` into what we believe will 


; computer interfaces, such 


' speech — that whole set of 


— 
Y 


— we goto a larger and larger 


v 7 lionandahalf (people) that 


\/ tend to have lower literacy 
' rates and have bigger lan- 
' guage barriers. We have to 


c—— 


./ computers more attractive 
..., to people. An area to deal 


/ Peoplehavelanguage bar- 
_. riers. The computer re- 


— stead of the computer 


five to 10 years? 


looking at is how to make 


with here is man-machine 


still don't know how to type. 


quires you to adapt to it in- 


adapting to you. So we have 


enable the next-generation 
as audio, video, vision, 


activities that make com- 
puters more accessible as 


population. There are a bil- 


use computers now. But 
five billion do not have 
them. And that five billion 


address those issues as we 
go along. We also have to 
address ease of use. There is 


also the aspect of making the computer 
more useful in more areas. We want to 
be able to ask increasingly unstructured 
questions and have it (the computer) do 
the right thing. We want to be able to put 
Google through everything. I want to be 
able to ask very generic questions like, 
before the interview today, ‘tell me 
everything about Gelsinger. It should be 
able to structure and deliver that data 
and information in more and more use- 
ful ways. One of the things we are look- 
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ing at is healthcare, where we will be 
able to gather more information to un- 
derstand people's behaviour, daily ac- 
tivities and so on. The third area we want 
to lookatis proactive computing. We are 
making the computer easier and more 
useful, and now we want to make it 
more invisible. We don't even want to 
know that the computer is working on 
your behalf. So there will be sensor net- 
works and so on that will collect data, 
and make computer operations more 
autonomous on your be- 
half. So ubiquitous com- 
puting or proactive com- 
puting will make compu- 
ters work for you even 
when you are not aware of 
it. Coming back to health- 
care again, sensors will col- 
lect data on our behaviour 
and will be able to solve a 
problem even before you 
are aware of its occurance. 


m [ntes R&D has traditio- 
nally been more of develop- 
ment and less of research. 
This approach has changed 
recently. Why? 

Well, it's not more develop- 
ment; we did only develop- 
ment. But we have now 
caught with up the rest of 
the world. I wrote a paper in 
1990 called Microprocessor 
2000 and tried to make a 
prediction about what the 
microprocessor would look 
like in the year 2000. In it I 
said that every good idea 
that got incorporated into 
the mainframe would 
eventually get integrated 
into the microprocessor. 
And we have seen that oc- 
cur. That is essentially what 


HEMANT MISHRA 





we have done to the microprocessor for 
the last one year. The microprocessor 
has now caught on with every research 
idea that has occurred. We took every- 
thing out of the pipeline; there is noth- 
ing left. There was no mini or main- 
frame industry to borrow ideas from. 
That was realisation No. 1 — that we 
needed to fill the pipeline. Realisation 
No. 2 was that we were getting broader. 
We no longer had to worry about com- 
puting, but (had to) increasingly (worry) 
about applications for computing. So 
we broadened our activities to include a 
full set of ideas, technologies. We had to 
explore new areas for the company, and 
that led to our disruptive research pro- 
gramme. We said we would explore en- 
tirely new domains for the company to 


be in the future. So these three observa- | 


tions led to a restructuring of our re- 
search, and we put the 'R' into our R&D 
programmes in the last three years. 
 Iwantto make two points about our 
R&D programme. One is that it's collab- 
orative, and the second is that it's dis- 
tributive. We are not building a Xerox 
PARC or Bell Labs. We want to structure 
our research activities through collabo- 
rations with universities and academia. 
We are not trying to compete with them; 
we are trying to partner with them. We 
encourage governments to invest in 
their entities. We are challenging the 
IIScs (Indian Institute of Science) and 
the IITs (Indian Institutes of Technol- 
ogy) to step up their programmes to Tier 
[institutions so that we can partner with 
them. The second point is that we are 
distributive. We are not one lab. When I 
took over as CTO, all the labs were in 
Oregon. Since then we spread them out. 
There are small groups all over the world 
that are closer to business groups, closer 
to business geographies, closer to uni- 
versities, so that everyone can collabo- 
rate. We have research activities in India, 
Russia, Spain, China, Japan. We have 
justannounced the formation of Taiwan 
and Korean R&D centres. So we really 


want to spread out and be a distributed | 


R&D model. Very different from what 
other people have done. 


8 Through the 1990s companies 
restructured their R&D programmes, 
reducing blue-sky research and making 
development more focussed. But at this 
time Intel started expanding its research. 





Are you going against the grain or are 

you trying to catch up? 

Well, I think we are going against the 
grain in part. Why is PARC not the PARC 
of 20 years ago? There are two reasons. 
One is that it is not effective and two is 
that they cant afford it. And as for Bell 
Labs, we don't have Mother Bell that can 
afford it, but instead we have Lucent, 
Agilent and what not. They also didnt 
capitalise on many of the ideas. 

And that fact led us to our research 
model. One is that we are a technology 
company; we should have ideas, and we 
should be participating and braving 


those ideas. The second is that we are | 


have a large R&D budget, so we can af- | 
ford it. But we have to make research - 


more effective and, thus, must make it 
collaborative. We are not trying to com- 
pete with universities. Bell Labs would 
try to hire the best researchers from the 


universities. I dont do that. I am trying 


to collaborate with them. 


w Intel is still not known for doing really 





business. Would Intel be able to drive com- | 


plete paradigm shifts in technology? In 
other words, would a completely new way 
of computing emerge from Intel? 

We have areas where we are doing the 
world's leadership research. How does 
the transistor look in 2050? In areas that 
are absolutely essential to our business, 
we are at the forefront. Now what hap- 
pens if it is not a transistor? What hap- 
pens if it is a quantum effect? Or a bio- 


logical effect? Or something else thatisa | 


completely new paradigm? Is Intel go- | 


ing to do that research? My answer is yes 
and no. It brings us back to the collabo- 
ration that I mentioned. So while IBM 
would have a quantum computing pro- 
gramme, Intel would have collabora- 
tions with five quantum computing re- 


searchers at different universities. There | 


is no consensus about an idea or a | 
| model that would occur 15 or 20 years 
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away. So instead of us trying to compete 
with the universities we would have col- 
laboratíons. Let's pretend for a moment 
that quantum computing is gaining 
momentum. The next thing is to havea 
programme that would let us transfer 
into Intel some of the knowledge in the 
collaborative programme. Five years 
later we would try to build real labs and 
real products. Looking 20 years ahead is 
their business, not ours. | 











m What is the motivation to start a tab 
in a new country? Is it because the 
country is a good market for Intel? 

One is that there is a large and growing 
market in India or in Russia. So increas- 
ingly we are doing research in those 
markets. But some of the work that we 
do in India has nothing to do with the 
products that sell in India. Some of the 
work we do will become more and more 
unique to the Indian market. How do | 





| make a computer that is applicable to 





India? That computer will become dif- 
ferent from the one you see in China. 
The second is to capture the best talent. 
Some of the universities in India, China 
and Russia have capabilities that com- 
pare with the best in the world. We want 
to be well-positioned to collaborate 
with them. Sometimes we simply cant 
hire enough well-qualified engineers. 





Would that hamper your work here? 

It's not going to affect chip design. 
Butfor process research that will be a big 
limitation. For example, in Russia, vou 
have world-class research in next gener- 
ation materials. I don't want to say that 
there is none here, but there is not a 
large body of that in India. So it is not 
likely that I would do process IDEE 
ogy research in India now. a 





P. HARI 









The author is chief 
economist, Confederation 
of Indian Industry 


IFCI was 
within its 
rights 
when it 
did not 
service 
its prefe- 
rence 
shares. 
But it 
was a 
serious 
fiduciary 
breach 
none- 
theless 
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IDUCIARY is a fundamental con- 
cept in corporate ethics, law and ju- 
risprudence, and comes from the 
Latin 'fidere, which means trust. A 
fiduciary is bound either by law or 
by custom to act as a trustee for others who re- 
pose confidence in him. Unilaterally violating 
this trust is a breach of faith. This is a story of 
such a violation. It isn't an infringement in a 
strict legal sense, but it is a breach nonetheless. 
And it involves the Industrial Financial Corpo- 
ration of India (IFCI). 

In 1997-98, IFCI issued five-year preference 
shares offering a cumulative dividend of 10% 
per year. Most of this paper was purchased by 
public sector banks and financial institutions; a 
very small percentage was bought by individ- 
ual investors. I know a person in the latter 


| group—anailing gentleman in his 80s, who in- 
| vested Rs 41 lakh in these shares. It constituted 


a very large chunk of his savings and, like many 
of his generation, his rationale was that IFCI 
was like a government institution and, there- 
fore, this was as safe an investment as gilt- 
edged securities. How wrong he was. 

For the first three years, IFCI paid the divi- 
dend. Thereafter, its non-performing loans 
started coming to roost. It not only began post- 
ing operational losses, but also wiped out most 
of its reserves. So, it didn't pay dividends for 
2001-02 and 2002-03. In fact, it wasn't even in a 
position to redeem the preference shares when 
these fell due on 1 April 2003. In April, IFCI re- 
quested an extension of the tenure for a few 
years. The old gentleman — shocked as he was 


| with IFCTS inability to honour an implicit com- 
| mitment — still had faith in the institution. "It's 
| like the government,” he told me. “How can 


they not pay?" 

Now, IFCI has dealt the old man a body blow 
by sending another letter dated 8 October 2003. 
The gist of this epistle is this: (a) Sorry, can't pay 
either unpaid dividends or redeem the prefer- 
ence shares. (b) Here’s what's on offer: IFCI will 
redeem the preference shares in two equal in- 














stalments on 1 April 2008 and 1 April 2009. (c) 
However, the dividend is now being reset at 5% 
per year with effect from 1 April 2002. (d) Either 
agree to these terms, or go suck your thumb! 

In purely legal terms, IFCI is within its rights 
to stiff the old man. Unlike debentures, prefer- 
ence shares can only be serviced out of distrib- 
utable profits or redemption reserves. As a vir- 
tually bankrupt institution, IFCI has neither. So 
it can’t pay. Moreover, rolling over preference 
share capital is a part of its restructuring pack- 
age — and if banks and FIs with crores in the 
kitty can agree to take a haircut, then who cares 
about an old individual with an exposure of a 
mere Rs 41 lakh? In any case, the institutional 
investors, accounting for the vast majority of 
this liability, have toed the line. The old man's 
views are of no consequence. He can be upset 
till the cows come home. 

Is this a fiduciary breach? Yes, I believe so — 
in a broader ethical sense. To be sure, no keen 
observer of the financial sector would have in- 
vested in IFCTS preference shares in the late 
1990s. By then, anyone in the know had a good 


| sense of IFCI’s impending troubles. But stop a 


bit, and think of an 82-year-old. He had seen 
IFCI as one of the three major all-India finan- 
cial institutions — a government organisation 
that helped create the sinews of industrial In- 
dia. In his mind, IFCI was no fly-by-night finan- 
cial company. It was a financial organ of the 
state and, therefore, could never conceivably 
fail in meeting its obligations. I would argue 
that IFCI implicitly leveraged this image to raise 
capital in 1997-98, as it did earlier for its bond 
and debt issues. 

Individual bondholders have got saved. The 
Union government has transferred almost 
Rs 1,100 crore to enable IFCI to redeem these 
debt obligations. Unfortunately, preference 
shares aren't bonds. And so, the ailing old man 
will have to wait until 2008 and 2009 for his 
crumbs — if he lives that long at all. In a funda- 
mental ethical sense, I call this a betrayal of 
trust. Don't you? gg 
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Once upon a time, in the traditional automotive industry set-up, ` 





power rested undisputedly with the vehicle manufacturer. An 





his command-in-aide was the Enterprise Resource Planning (ERP). | 


As long as the shop floor inventory was met and the supply chain 
was greased, ail was well, But winds of change, namely in the 
form of globalization, began buffeting the automotive industry. 
And the balance of power shifted from the seller to the buyer. 
The customer who till now was ‘that faceless blake whe bought 
whichever car you sald him’ was now cracking the whip. He 
wanted the blue car. Not the brown one. And he wanted it NDW. 
And sorry, he wasn't willing ta wait so long for a loan. The resultant 
shakedown in the automotive industry drove home a paint to every 
OEM, importer, dealer or supplier. That unless they bulli more 
efficient and customer-centric processes and teams, the road ta 
profitability would be an uphill task. 





WHAT NEEDS TO BE DONE? 


The new mantra today in this drive for customer-centric 
processes is more accountability, more productivity, and 
more transparency. On a more fundamental level, you need 
to reduce your reaction time to changes in demand volume. 

You need to improve your product development cycle. You 
need to speed up your time-to-market. Also, you ought to 
be alert to the fact that while the profit in auto 
manufacturing might be declining, the profit in value-added 
and aftermarket services is on the rise. Naturally then, 
your business systems need to be streamlined and integrated 
to make the most of this opportunity. So far, so good. The 
question though is: how does your organization go about 
making these changes? 


THE ROAD-MAP 


The answer is a customer relationship management system 
that encompasses all the specific needs of your automotive 
business and moves your company closer to your customer 
along the entire interaction chain. Right from initiating 
marketing campaigns that determine trends and customer 
preferences to managing your extraordinarily complex 
business-to-business relationships with OEMs, system 
integrators and other suppliers. It should create additional 
value for your enterprise by seamlessly integrating 
applications such as supply chain management and 


STATE-OF-THE-ART CAPABILITI 
FOR AUTOMOTIVE IN mySAP CRM 


S 


"E 





product life-cycle management to create a fully integrated 
business process. 


TEST-DRIVE THE SOLUTION 

The mySAP CRM is a unique solution that has been 
specifically developed to manage all your relevant automotive 
processes. For example, its ability to manage accounts and 
individual vehicle objects enables your organization to track 
comprehensive and critical data about customers, 
transactions and the entire life cycle of any designated 
vehicle. Or consider its Vehicles Sales Management capability 
which provides an integrated tool for managing, procuring, 
selling and tracking vehicles. For those in the business of 
vehicle leasing, mySAP CRM can manage current leasing 
processes and adapt to new practices while enjoying full 
collaboration with worldwide business partners. And where 
warranty processing is concerned, mySAP CRM provides 
analytical capabilities that give you detailed insight into 
product quality, customer satisfaction and costs of warranty 
claims via reference to a damage catalog. So rest assured, 
SAP's CRM solution for Automotive will ultimately lead 
your organization to a renewed focus on your customers, 
a new efficiency in dealing with all aspects of customer 
interaction and more importantly towards improving your 
organization's bottom-line. 


For complete details on how mySAP CRM for 
Automotive can help your company, email us at 
info.india@sap.com or call our toll-free number 1600 445959. 
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Just when everyone had 
given up the ASP model 
for dead, Kanwal Rekhi 
and a few others are 
trying to revive it. Can 


they make a go of it? 


SHISHIR PRASAD 


UNJAL Shah, Kanwal Rekhi 
and Ram Varadarajan are 
party to perhaps one of the 
greatest rescue attempts in 
software history. They are 
trying to revive the brain- 
dead application service provider (ASP) 
business model. And theirs is no 
Sisyphean attempt. 

ASPs were the toast of the industry in 
1997-99, when they promised to lower 
the cost of software usage by billing cus- 
tomers on a pay-per-use basis. As the 
hype around the Internet dissipated, so 
did the ASP business models. Today, the 
ASP market is worth $2 billion as against 
an earlier projected $22 billion. But two 
new trends can help it make a come- 
back. One, increased usage of the Net by 
small businesses (See ‘Small business 
on the Net’). Two, the ASPs’ use of In- 





| | The number of US small businesses using 
dia as a development and marketing various technologies and applications 
base for a feasible business model. ‘are 


It would appear that small busi- 
nesses should be the obvious targets 
of software firms looking for the next 
big market. They are not. “This is 
largely because software has become 
so expensive to develop. If you do it 
the way it has been done, you can't 
price it low,” says Kanwal Rekhi, CEO, 
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LAN 2.70 3.20 
Internet connection 5.49 5.95 
Website 2.44 3.03 
High-speed Internet 3.07 3.80 
Sales force automation 0.20 0.26 
ERP/SCM 0.28 0.32 


Figures in millions 





Ensim Corporation. 

He should know. His company anda 
few others like Andale and Arcot Sys- 
tems are trying to make software acces- 
sible for small retailers by using India as 
a cost-effective product development 
centre and, in Andale's case, even a tele- | 
sales centre. That is how all these com- 
panies have been able to adopt a sub- | 
scription model and reach out to small 
businesses. “Small businesses are in a 
very competitive market. With the slim | 
margins that they have, they just can't | 
afford to spend large amounts on IT | 
hardware and software," says Ray Con- 
ley, principal of Oak Hill Venture Part- | 
ners and member of the Andale board. 

If Ensim, Andale and Arcot succeed, | 
they will open up a subterranean mar- 
ket of almost 7 million small businesses 
that could buy software aggregating $2 


Small business on the Net 


Applications 2002 2003 








Source: AMI Partners 
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billion. In the process, the three compa- 
nies will revive the ASP model that all 
analysts thought was mostly hype. 

Any of these companies will tell you 
that selling software to small businesses 
is not like selling to the big guys. “The 
software has to be very easy to use. Your 


| grandma, poised on the verge of a pur- 


chase, is not going to look through the 
help documents to tackle a problem," 
says Ram Varadarajan, CEO, Arcot Sys- 
tems. The other problem is being able to 
sell to and provide after-sales support to 
these small businesses. "The amount 


| you collect from them is so small that 


you just cannot afford to have them call 


| you in the US. The number of people I 


will have to employ to answer their calls 
will wipe off my profit,” says Munjal 
Shah, CEO, Andale. The last bit of the 
problem is that this market is dynamic 

and needs quick feature upgrades. 
“The quantum of software design and 
programming skills you need to de- 

ploy is much more easily available in 

India and at much cheaper prices,” 
says Steve Zauber, vice-president (mar- 
keting), Ensim. 

The interesting bit is that the three 
companies are targeting different 
needs of the US small businesses. En- 
sim helps them Web-enable their op- 
erations easily. Andale develops soft- 
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Twice the workload. 


introducing Microsoft Windows Server 2003. Do more with less. 


You're being asked to do more. You're being asked to do it with less. Microsoft® Windows® Server 2003 
is designed to help you manage these opposing forces and deliver powerful software solutions with less 
time, money and hassle. For more information, please visit www.microsoft.com/india/windowsserver2003. 


The London Stock Exchange, with the help of Accenture, selected Windows Server 2003 as the foundation 
for their real-time, business-critical, market information delivery system. Using Visual Studio® .NET and 


the Microsoft .NET Framework, this innovative new system was developed in less than eight months 
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Shah's problem was finding a cost-effective way of 
marketing to and supporting sellers on eBay 


ware that helps them automate their or- 
der management and sales analysis 
processes. Arcot helps them authenti- 
cate transactions on the Net and cut fi- 
nancial risk offraudulent transactions. 
Take Ensim. Its product suite can 
lower the cost of accessing the Net and is 
the first step towards becoming a Web- 
based business. Instead of taking $250 
plans from large Web-hosting firms, En- 
sim lets small merchants pay $10-15 a 
month to host their sites on the Web. 
"The subscription plans provide the 
flexibility. If the business isn't working 
out, he can just go off the Net with mini- 
mum loss on the hosting expenses," 
says Rekhi. He believes this is the second 
and much more pervasive phase of the 
Net. Once the smaller retailers are pre- 
sent on the Net, they will touch many 
more consumers who may have never 
done any business on the Internet. 
Rekhi says that Ensim's business 
model is alive because of India. He says: 
“Our burn-rate was high. And though 
we were well funded — $64 million — 
our business model wasn't making sense. 
Our revenues were too low." With the 
customer paying just $15 a month in- 
stead of $180 in one go (as is the case 
when one normally sells software), what 
gets hit is the cash flow. "The product 
development costs kept mounting but 
the cash inflow was too little. I realised 
that it would take us at least three years 
and thousands of customers before we 
could even reach operating break-even. 
"Thats when we moved outa lot of work 
to India," says Rekhi. Ensim now has 
two-thirds of its work force in India. 








For Munjal Shah of 
Andale, the issue was 
figuring out a cost-ef- 
fective way of market- 
ing to and supporting 
its customers. Most of 
them are small opera- 
tions that sell on eBay, 
a vibrant marketplace 
(See ‘The eBay Equa- 
tion’). There are more 


on sale from more 
than 5 million mer- 
chants. Every month 
40,000 new sellers join 
eBay. "eBay really is 
more like a stockmar- 
ket than a product 
market. You can see what is working and 
what isnt. Change the prices on items 
that are slow-moving. Find out what 
others are selling and if you do not have 
that item, order it from your suppliers," 
says Shah. Andale — Spanish for hurry 
up — sells software to sellers on eBay to 
do exactly this. “I have never met any of 
my customers in person — there are 
more than 17,000 of them and they are 
too busy selling. But you need to give 
customer service at low cost and also 
sell to such people. Most of them make 
$5,000-10,000 a year. They won't spend 
more than $500 a year on IT," says Shah. 

The only way Andale could have ser- 
viced the customers is through its tele- 
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than 235 million items | 











INFOTECH 


when stolen credit card numbers are 
used for Net transactions," says Varada- 
rajan. In the real world, the merchant 
can compare your face with the picture 
on the card and match signatures to rid 
himself of doubt. That is not possible on 
the Net as of now. A host of techniques 
like Public Key Identification have been 
tried, but have not become popular 
with end consumers. Arcot has devel- 
oped a piece of code that resides on the 
banks server. Each bank also mails a Net 
ID codealong with the T-PIN orthe ATM 
PIN number. Now Arcot's ingenuity has 
been in using the end user's browser to 
open a small window to ask for the Net 
ID already mailed to him by the bank 
when the customer is ready to make a 
payment. The software then picks that 
ID off the browser, takes it to the bank to 
get it verified while the merchant waits 
for authentication, and then relays an 
'OK' to the merchant if the entered ID is 
correct. "All this happens in 40-55 sec- 
onds. The merchant does not need to 
know the ID code and is also sure that 
the customer cannot deny the transac- 
tion," says Varadarajan. 

Its Bangalore centre has been re- 
sponsible for developing a large part of 
its suite of four products. "We were able 
to reduce development costs signifi- 
cantly," says Jim Reno, vice-president 
(product development). As Arcot rolls 
out its solutions to more banks and 
small merchant businesses, they will be 





sales and support staff in less hesitant in transacting 
Bangalore. "We started The eBay over the Internet. 

with 18 guys a year ago and ation All the three ap- 
we have 100 now. Since we as proxy proaches offer benefit, 
don’t meet our customers ri nali though Andale’s business 


anyway, it doesn't matter 
to them where we are call- 
ing from. This way, even if 
the customer pays us only 
$10 a month, we can still 
manage to give him new 
product features and after- 
sales support," says Shah. 
For small merchants, 
getting on to the Net, sell- 
ing smart is followed by a 
bigger problem of authen- 
tication fraud. Unlike in 
shops, on the Internet it is 
the merchant who has to 
bear the cost if a customer 
declines a transaction. 
"Ihis usually happens 
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* $20 billion a year 
is sold on eBay by 
5 million-10 million 
merchants 


* 17% of the 
merchants account 
for 80% of sales 


* 1 million-2 million 
high-end 
merchants 

* By 2010, analysts 
predict, eBay will 
reach $50 billion- 
100 billion in gross 





merchandise sales 
(value of goods and 
services traded) 


model perhaps has the 
biggest advantages. But of 
course there is a differ- 
ence: Andale doesn't need 
to see its customers, En- 
sim and Arcot, who sell to 
people who enable small 
business to get online — 
web-hosting companies 
and banks — need to see 
theirs. But even ifone were 
to just do product engi- 
neering smartly lower 
cost structures would al- 
low small US start-ups to 
compete better, at lower 
price points and address 
large markets. E 
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"She spells colour 
without a ‘v’, 

drives on the wrong 
side of the road, 
and loves baseball 
instead of cricket. 


Naturally, they put 
us on the same team.’ 
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Getting people from different 
backgrounds to work on the 
same international project is 
a reqular practice at Xansa. 
Apart from being fun, these 
global teams bring together 
many different perspectives. 
And these differences lead to 
the great innovative leaps 
we're known for. 

But our international 
reputation for innovativeness 


isn't the only thing we've 


achieved. We also have an 800 


million dollar turnover, and 


we got the SEI-CMM level 5 in 





the first attempt. We're also 
the first company in India to 
get the BS7799 certification 
for information security and 
we've just won SAP UK's 
Partner of Excellence Award 
for the fourth consecutive 
year. And, of course, over 
6000 proud colleaques all over 
the world. 

I think it’s a wonderful way 
of working. Every day, I get 
to learn something new - like 
yesterday's ten minutes on 
Andrea's life in the American 


mid-west. 


Xansa is an international business process and IT services company. 


Visit us at www.xansa.com 





IWA INDIA\X! 


rr, 


bio 








Not just art, business imitates 
life. In its details, in its colours, 
in its moments. Moments that 
merge, moments that split and 
moments that forever change 
the way we do business. Which 
is why one assumes, we play 
the game in the first place. 
Keeping you abreast of all the 


moves, every week. 


Play the game 


Visit www.businessworldindiacom ial 
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 PRE-1995 


Work peripheral to 
existing IT systems is 
offshored to India 


Relates mainly to 
support functions like 
payroll, inventory control 


IT workers do jobs like 
programming in Cobol or 
porting software from 
one language to another 


— of 


Ramp-up of India centres by Intel, Oracle, IBM 
India centres hire in excess of 30,000 workers 
Work scales up to product rollouts. This attracts techies back to India 
US recession, 9/11 prompts US companies to offshore work to India 


HEN the world begins to see India differently, 
Indians begin to see India differently. With the 
US software companies increasingly shifting 
work to India, Indian IT professionals work- 
ing abroad are coming back. Nasscom shares 
anecdotal evidence that nearly 35,000 IT pro- 
fessionals (a little under 10% of the total In- 


dian IT workforce in the US) have returned since 9/11. (McK- 
insey puts the number at 40,000, mainly H1-Bs.) The trend 
increased in the last 12-18 months when about 20,000 Indian 
IT workers took a flight home. “The mood and the talk at the 
food courts in the Silicon Valley is about shifting to India,” says 
Kanwal Rekhi, president and CEO, Ensim Corp. 


Take a walk around the India Development Centres (IDCs) 


BUSINESSWORLD 


1995-2001 


indians head to the US to 
meet IT worker shortage for 
Y2K and other onsite jobs 


Services like systems inte- 
gration and IT consulting 


Emergence of india as 
potential offshore destination 


Low-end work of software 
development like testing and 
maintenance moves offshore 


| 


and others 





of multinationals and you will run into H1-B workers, Green 
Card holders and Indian-born US citizens — those who 
stayed long enough to acquire new citizenship. It is hard to es- 
tablish how many of these 35,000 have been absorbed by the 
Indian IT industry, but Nasscom estimates that the bulk have 
found jobs — simply because the Indian IT industry has been 
growing. Last fiscal, the number of IT workers hired in India 
increased by 127,750 to 650,000. 

Almost all companies BW spoke with said their US-return- 
ed staff (in the US for three years or more) has increased from 
less than 5% of the total workforce about four years back to 
over 12% today. Those returning have not only been absorbed 
in companies like Wipro Technologies, Infosys Technologies, 
Tata Consulting Services, i-flex Solutions, HCL Comnet and 
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lutions at IIT-Delhi. Wipro and Infosys hire 


P remaining: are those who have had some work « experie Ke | J 
The most attractive places for US-returneesarethe IDCso 










cle, Accenture, IBM, HP Intel and Computer Sciences Corpo- 
ration have recruited 12,000 professionals. That's taken the 
workforce in the 150 IDCs to over 30,000 in the last three years, 


In a way, this marks Phase IH in thed development of the In- 
dian IT sector. In Phase I (pre-1995), work peripheral to the ex- 
isting IT systems was offshored to. India. A majority of IT pro- 
fessionals went to the US to take up jobs in the Silicon Va alley 
and elsewhere. Phase II (1995- 2000) saw the greatest exodus | 
of Indian engineers in the run-up to Y2K. This period also saw | 
peak utilisation of H1-B visas by Indians, when 55, 000 profes Be 
sionals went to the US in 1999. In 2002 alone, no less than. 
20,000 people went to the US on H1-B. The period saw the. | 


emergence of strong Indian IT firms like Wi; pro and Infosys. 

. Whatcould now be called Phase III is an era when the In- 
dian IT industry is at the peak of its confidence, doing high- 
tech product engineering and even full product development. 
An era that coincides with the trend of Indian IT workers who 
prefer to work in India. Says Partha lyengar, vice-president 
and research director, Gartner India: “These are not the typical 
dotcom refugees, but people coming primarily out of choice.” 
For, most of these are not joining the ranks of bug-fixers or 
maintenance staff, but are working on product rollouts. “Of 
every 100 in the US, just about 10 are returning, but this marks 


the maturing of the Indian IT delivery capability. Soon it will | 


be akin to: can I be in the watch trade and have nothing to do 
with Switzerland?” says Jerry Rao, CMD, M phasiS BFL Group. 
On that note, ex-McKinsey partner Marc Vollenweider, 
now, president and CEO, Evalueserve, sees IT entrepreneurs 
leaving the US to set up knowledge centres in India. Experts 
say that these professionals are returning at just the right time. 





Nhv? Shell ey Singh finds 
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other Indian companies, but also i in Y start-ups: like Kriti tikal So- £ 
dover9,000 people a 
in the last 12 months. While 80% of these are fresh. recruits, the — | 
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| eign interns last year from London Business School, Stanford, ` 
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rates are 










MNCs — IBM, Sun Microsystems, Microsoft, Cisco, Dell, a | 
Hewlett- Packard (HP) and others. In the last 18 months, Ora- - 









th 2 work w was: * Ping and to existit 5 
** Migration of legacy databases to, say, Orac ig; rhainframe to Windows and Linux and part obo u: 
maintenance; ***Adding new functionality like SMS support on handheld ids i 


in 2003: No longer components of products but complete prodücts start + rning out 





For positions of project manager (about 6-7 years of exper 


ence) and above, companies prefer US-returned. profession. | 
als as they bring the experience of dealing with US clients, do- 

main knowledge, and the rigour of working through complete 
product life-cycles in the US. Says Gautam Sinha, CEO; TVA 9 | 
Infotech, asearch firm in. Bangalore: “Design and architecture = 








skills are in demand. Also, good ERP implementation cycie-—- 
` like SA’ 
not have too many people in India with that kindof exposure" 


? or Oracle financials — takes about two years. You do uu 








These people meet the need for experienced hands. Also, 
at the current growth rate, Nasscom sees a shortfall of 235,000 ` v 
IT workers by 2008. Says Network Associates' engineering vot 
vice-president and India operations head Sridhar Jayanthi ` ` 


. "The Indian IT industry is young. It has limited exposureto oo 


high-end projects. That's where the US experience is critical.” x 
Today, theres eagerness even among foreigners for a first- ^. 
hand experience of the Indian IT prowess. Intel India hashad o ` 
queries from final year students at the universities of Stanford = 
and Chicago for internships at Bangalore. Infosys had 35 for- 


MIT, Harvard and Insead. It plans to take in 60 next year. 

Perhaps, it is their experience that will shape the global. 
perception of the Indian IT industry. And accelerate Indias 
home run to emerge as a global technology hub. 
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To increase strength from 3,700 to 
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Seven groups are represented in Hyderabad. Plans to grow 


N April 2001, on the 36-hour flight from San Francisco 


to Bangalore, Kalyan Muthukumar was immersed in 


deep thought. A career IT professional with stints in or- 
ganisations like IBM, Apple and Intel, Muthukumar was 
excited about returning home after 17 years in the US. 
But he also felt more than a bit apprehensive about his 
future in India. Sure, he was going by his gut when he 
4nade his decision to come back home. But he worried 
"whether the job he would do in India would be commensu- 
rate with his experience. He was, after all, a highly skilled tech- 
iologist — one of only 10 in Intel’s 75,000-odd global work- 
orce who had expertise in the highly specialised area of code 
enerator group for compilers (translators that convert high- 
evel code, in Java, Fortran, C/C++, etc., to one that can be un- 
erstood by the computers). What could Intel's India office of- 
er to such a super-specialist? 


"n 


The apprehensions turned out to be misplaced. No sooner 





ad] Muthukumar joined work at Bangalore than Intel decided | 


o shift some of the compiler development work to India to be 
andled by him. Two-and-a-half years since, Muthukumar 
as no regrets — except that he misses hiking around the Na- 

ional and State Parks in the US. He has filed for seven patents 

" (four of these for compiler work done from India) over and 
bove the three that he already had. Last month, Intel chair- 
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the US unit 


over 6,000 people in India; will add 2,000 more in 12 months. Has 800 CVs from NRIs 


size of team to 500 by end-2003 





man Andrew S. Grove said India will surpass the US in soft- 
ware and technology service jobs by 2010. In 2002-03, India 
exported $7.2 billion of software while the US exported $25 
billion worth. It is widely believed that a lot of what the US ex- 
ports today and more will be exported out of India in future. 
There is a growing global realisation that the Indian soft- 
ware industry has reached its final leg of development — and 
that it is poised to emerge as a major high-tech hub. Even in 
2001, when Muthukumar shifted, hardly any Indian IT profes- 
sional who had built a satisfying career in the US was willing to 
do so. But today there are many. And each of them — espe- 
cially those who have stayed in the US for over 10 years (be- 
cause they are likely to have acquired the much sought after 
Green Card) — is adding credence to the belief that India is 
getting an increasingly larger share of high-end, high-tech 
work, Their arrival in India is fundamentally changing the way 
the Indian software industry is perceived. We'll get into that 
detail later in the story. But first consider the palpable excite- 
ment on the ground as IT professionals with 2-20 years of ex- 
perience in the US join the movement to come back home. 
Of the 35,000-odd people who have come back in the last 
three years, Nasscom estimates that at least 10-15% have lived 
in the US for over 10 years. They are full US citizens who have 
taken work permits to come to India to test the waters first. 
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Callin 


Take Sean (Suresh) Narayanan, director, Cognizant Technol- | 


ogy Solutions, Bangalore. After 13 years in the US, he returned 
to India on a work visa 11 months ago. In fact, Narayanan 
plans to cast his vote at the US consulate in Chennai when US 
holds presidential polls on 2 November 2004. Of course, he 
cannot vote in the Indian elections next year. 

Narayanan, whose last assignment in the US was as direc- 
tor (IT strategy) at Booz Allen & Hamilton at Northern Virginia, 
says: "Five years ago there was nothing to attract me back 
home. But every time I visited I saw things change. Now I find 
ready takers for my kind of experience." 


Sean Narayanan, Director, Cognizant Technology 


^Five years ago there was 
nothing to attract me back 
to India. Now I find ready 
takers for my experience" 


The second group returning are not US 
citizens, but who hold the coveted Green 
Card, the first step towards US citizenship. At 
least 15% of the returnees are in this category. 
Deepak Sabharwal, 35, is one of them. He has 
hopped between the US and India during his 
11-year career. An IIT-Delhi graduate, he 
went to the US to do an M.Tech., but came 
back in 1992 to join Cadence, an electronic 
design automation company. In 1998, he 
joined the Delhi-based Virage Logic and 
went to the US. This January, Sabharwal re- 
turned to join Virage Logic's India operations. 
Says Sabharwal: "It used to be a struggle to 
get good work (in India). The US companies 
would transfer components of the products 
and get bugs fixed. Someone abroad always 
decided what to do. Now this has changed. 
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Complete products are being developed here.” 

Of course, in terms of sheer numbers (over 70%), the big- 
gest group of techies coming back today are still those who 
went to the US on H1-B visas. They're home either because 
their visas expired or they were laid off. There are also those 
who opted out just before it could get worse for them in the 
US. Manoj Mittal, a 1992 batch B.Tech. from GB Pant Univer- 
sity, Uttaranchal, is one of them. His move to the US was part 
oftheY2K rush when Plexus Technologies (part of HCL) spon- 
sored his H1-B visa until October 2004. But the growing uncer- 
tainty in the US made Mittal decide to return to India. He was 
lucky too: a chance encounter on a Mumbai- 
Delhi flight last November with Ankur Lal, 
who started the Delhi-based telecom solu- 
tions provider Infozech Software, secured 
him a job in India. 

Mittal says he moved because of a feeling 
of insecurity in the US. When times were 
good, there were too many jobs chasing too 
few people. When advertising for job open- 
ings in the US, the law demands that US citi- 
zens are given first preference, followed by 
Green Card holders and then H1-B visa hold- 
ers. During boom times, this was merrily ig- 
nored. But for the last 24 months, with job 
losses in the US and rapidly building political 
pressure, companies have been forced to fol- 
low this strictly. So, H1-B visa holders have 
found it tougher to find re-employment. 
Says Mittal: "Opportunities in general appli- 


NAMAS BHOJANI 


Vivek Sharma, R&D Head, STMicroelectronics 


“Earlier, the attrition rate 
was 18-22% with people 
going to the US. Now it is 
less than 5%” 


DINESH KRISHNAN 


Finally, work that can attract the best 
IT talent is happening in India. Can it 
reverse the brain drain? 
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cation development are drying up due to off- 
shoring triggered by slowdown. Though for 
design architects and those with over 10 
years of experience there are jobs in the US." 
As the word spreads, more and more pro- 
fessionals are choosing the safer option of re- 
turning home. Storage solutions company 
Legato Systems India director PK. Gupta 
proudly shares how he is helping place two of 
his friends who are planning to return in Jan- 
uary 2004. While the reasons for return are 
individual and varied,the growing opportu- 
nities in India helped make the decisions 
easier in no small measure. "Today, companies are executing 
projects that directly impact company revenues. From cost 
centres initially, they are now profit and loss sites," he says. 
Thus, while the bulk of the H1-B category returnees are be- 
ing absorbed in the middle- or low-rung in the Indian IT in- 
dustry, the senior professionals with 10 and more years of ex- 
perience are actually coming back and reshaping the Indian 
IT landscape. Says Wipro Technologies’ chief executive for tal- 
ent transformation and external relations Laxman Badiga: 
“Companies are looking at professionals with eight years to 
15-18 years of experience depending on size and breadth of 
the role. Exposure to international markets and clients is pre- 
ferred.” Wipro, for instance, received 700-800 CVs of profes- 
sionals from the US, which was a mix of fresh graduates look- 
ing for appropriate jobs and applicants for leadership roles 
(with experience, but currently with or without jobs). Not sur- 
prisingly, the homebound techie is bringing a variety of expe- 
rience. And depending on how long he or she has been in the 
US, companies here are keen to tap the unique characteristics 
of the returning geek. Their experience is proving to be the key 
driver of some of the latest developments in the industry. 


India Centres Are Getting Exclusive Work 


A good measure of how the Indian software industry is per- 
ceived is whether the parent companies are trusting their In- 
dia centres with high-end work. At the Bangalore centre of the 
$1-billion Network Associates (makers of McAfee anti-virus 
software), its 205-member team developed The Virus Scan 7.0 
— the largest released by the company till date. The product 
already has 70 million users worldwide. Interestingly, the In- 
dia centre was set up as recently as 12 months back. Vice-pres- 
ident in charge of engineering and head of India operations 
Sridhar Jayanthi moved to India in 2002 after 18 years in the 
US. This is what he has to say: “We were not 
contributing to product development or im- 
pacting the revenue of our parent. This has 
changed with Virus Scan 7.0. It contributes 
more to our parents revenue than any other 
single product.” Jayanthi is now doing this 


Ketan Sampat, President, Intel India 


“One of our next generation 
processors is being deve- 
loped in India. We have over 
100 people from the US” 








Naresh Gupta, Managing Director, Adobe India 


“We have filed 20 patents in 
the last three years. We 
have about a hundred CVs of 
NRis willing to return” 


scale of workin about a dozen other products 
of Network Associates. 

And in mid-2002, Intel began exclusive 
work in its Bangalore centre on the next gen- 
eration of enterprise processors to be 
launched in 2006. The centre, set up in 1999, 
is Intel's largest non-manufacturing one outside the US (1,240 
engineers) and the only one working on the 32-bit processor 
that will have one billion transistors (Pentium 4 had 55 mil- 
lion). Explains Intel India’s president Ketan Sampat, who 
came to India early this year from Intel's Singapore outfit: “All 
jobs from conception, architecture, validation and testing will 
be done out of Bangalore.” He was out of India for 17 years, be- 
fore returning. 
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More Patents Are Being Filed From India: 


A barometer of substantive quality work is the rate at which 
the number of patents being filed from India centres is grow- 
ing. In the last 12 months, STMicroelectronics (STM) has filed 
over 30 compared to 10 in 2000. In 2001, Intel’s India centre 
had 20 invention disclosures (a step prior to formal patent- 
ing). In 2002, it had 90. In the first 10 months of 2003, it has al- 
ready filed for 120! To put that in perspective, this is compara- 
ble to the patent applications filed from the US and Israel 
centres. GE's R&D labs file an average of 10 patents a month; 
IBM, Cisco and Texas Instruments (TI) are not far behind. 


Moving Up The Value Chain 


The most heartening aspect of this uptrend is that even those 
companies which are not getting exclusive work are moving 
up the value chain very rapidly. Take the Oracle development 
centre in Hyderabad. It started in 1994 with troubleshooting 
and maintenance jobs. And though all its divisions in the US 
were represented in the Hyderabad centre, it began moving 
up the value chain only two to three years back. Oracle hired 
about 1,000 people last year — 10% of them US returnees. To- 
day, the Hyderabad centre does whatever the California cen- 
tre does. From focussing on database tools to components of 
product developmentin the late 1990s, ithas moved to the en- 
tire suite of e-business applications — in 
manufacturing, supply chain, e-business, 
payroll, higher education, healthcare and re- 
tail. Says Oracle India’s vice-president (e- 
business applications) Murali Subramanian: 
“Bug-fixing still happens, but the team here 
is working on every step of the product devel- 
opment life cycle." 

Unlike in the past, when even the domes- 
tic centres of global companies were being 
given only parts of a product, today most 
centres are graduating to full product devel- 
opment. This summer, Microsoft moved 
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Sudeep Bharati (with 15 years of experience 
in MS) to India to work on the Tablet PC pro- 
jectand to build a team for this product in In- 
dia. When the Microsoft centre was set up in 
India in August 1998, it began with work on 
the Windows server group. But today all 
seven of Microsoft's business groups are rep- 
resented in India. Some ofthe future product 
rollouts will be out of the India centre. The 
Hyderabad-centre is Microsoft's biggest de- 
velopment centre outside the US. 

Even Adobe's 200-plus team is already 
rolling out Pagemakers and Acrobat Readers 
for handhelds from its Noida centre. 


High-end Chip Design Has Taken Off Recently 


Chip design, a labour intensive sector, is one of the emerging 
areas being offshored in a big way because of tremendous 


labour cost advantage. The compensation of a chip designer | 


with a master's degree and five years of experience is about 
$7,000 a month in the US and about $1,500 a month in India. 
This wage differential reduces the R&D cost substantially. 








Though companies like TI and Cadence started setting up | 


development centres in India in the 1980s and 1990s, the ini- 


tial work was related to bug-fixing. Today, all the major inte- | 
grated design manufacturers including Motorola, Intel, Ana- : 


log Devices, IBM, Cisco and Cypress already have offshore 
design centres. But the chip design industry has been the 
greatest beneficiary of the influx of Indians from abroad. Says 
Analog Devices' managing director (India Product Develop- 
ment Center) S. Karthik: "There are about 4,000 to 5,000 chip 
designers in India. Now, one out of every three joining the chip 
industry is from the US." 

Guess how companies are making the most of this oppor- 
tunity. The ergonomic features of the Volvo S80 car, which in- 
cludes a built-in GSM phone, navigation system, climate con- 
trol, upper and rear electronic module, steering angle sensor, 
sunroof and light switch contains 30-microcontroller inte- 
grated chips that were designed in Motorola's India centre. 

And now DSP (digital signals processor) chip designers 


like TI, STM and Cadence have started work on product life- | 
cycles in India. Says STM's R&D head Vivek Sharma: "The | 
most recent example of high tech work we do is the 90 nm | 
technology that started in 2002. This will be the future founda- | 
| skill shortage is system architecture. Also there arent too 


tion to produce telecom and other wireless products." 


Rapid Ramp-up By IT Majors 


In the last 12-18 months, the India develop- 
ment centres of US majors like Oracle, Ac- 
centure, IBM, HP and Intel alone have added 
10,000 to 12,000 people. It is hard to establish 
how many of these are those who returned 


Jerry Rao, CMD, MphasiS BFL Group 


“An NRI returning finds that 
it is not as bad as it was 
when he left. India as a tech 
hub is already happening" 
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Sunil Mehta, Vice-president, Nasscom 


“There is a need for 12,000 
people who have over six 
years' experience. This can 
be met by returning NRIs" 


from the US. But Bangalore-based MindTree 
Consulting's hiring pattern may throw some 
light. Of the 70-80 project managers it has, 
9596 are those who came back from the US 
with overseas experience of 7-14 vears. Its 
knowledge management head is a US citizen 
(Indian origin) who came back two-and-a-half years ago. In 
the next 12 months, it will be adding 1,500-2,000 people. Of 
this, 20-2596 will be campus recruits. For lateral hires "there 
will be a preference for people who have handled interna- 
tional customers. That's because they understand the US cul- 
ture and customer needs better," says T.G.C. Prasad, general 
manager (global people function), MindTree Consulting. 
Take a look at “Time To Ramp Up. It will give you an idea of 
whata few others have in the pipeline. Those apart, there a few 
lesser known companies, but even they are not too far behind. 
Take Team Lease, a staffing company. It has 75 people who re- 
turned from the US in last eight months. Virtusa India, a soft- 
ware engineering services company, started in 2001 with 40 
people and has 800 today and Indian team contributes 60% to 
global revenues. Ittiam Systems, a product company focussed 
on DSP systems, recently hired four engineers — two fresh US 
graduates and two with over 15 years of US experience. Even 
the engineering design company, Nielsoft, has 15 US returnees 
in its 150-person team. And Invensys, which started 18 mon- 
ths ago, has 150 people, 5-10% of them with US experience. 
With this pace of expansion, Nasscom estimates that in 
the next 12-18 months, the Indian centres of foreign firms will 
double head count from 30,000 now. But vice-president Sunil 
Mehta reckons that theres still a shortage of skills in India. For 
instance, there aren't too many semiconductor designers with 
6-8 years of experience. "In India the average age of IT profes- 
sionals is 26 years. There is a requirement of 10,000-12,000 
people with over eight years of experience. This will be met by 
returning Indians," he adds. To help this, Nasscom is starting a 
section on its website which will serve as a bridge between 
software firms and professionals. Another area where there is 
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many professionals in India who have seen complete live im- 
plementation of SAP or Oracle ERP. This 
takes a couple of years to figure out. 

But those who swear by the forces of de- 
mand and supply believe that it's only a mat- 
ter of time before the skill shortage becomes 
a non-issue in India. The hiring juggernaut is 
still going strong. TVA Infotech, a Bangalore- 
based HR consulting outfit, reckons develop- 
ment centres are picking up 600 people a 
month. Next, the trend is expected to extend 
from the Silicon Valley to Wall Street — with 
some high-end BFSI jobs and professionals 
moving to India. * 
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T'S not just any other afternoon at 
British Gas’ corporate office in 
Gurgaon. CEO Nigel Shaw and his 


team are having a final review | 


meeting before they submit their 
views to the government on the 
draft gas pipeline policy. Understand- 
ably so. It may still be a draft, but it could 
significantly alter the shape of the gas 
markets in the country and how differ- 
ent players position themselves there. “A 
pipeline policy is essential for the long- 
term growth of the gas industry. It has 
the essential key principles of common 
carrier (fair and non-discriminatory ac- 
cess), transparent tariff, sufficient ca- 
pacity for market participants and inter- 
connectivity ," observes Shaw. 
Shaw and his team may be early 


movers. But many others, like the Edin- | 


burgh-based Cairn Energy or the Cal- 
gary Canada-based Niko Resources, 
who are into oil exploration and pro- 
duction (E&P) in India, are still trying to 


come to terms with the finer details of 


the proposed draft. "We need to analyse 
the policy," says Alan Linn, CEO, Cairn 
Energy. "The more comprehensive the 


Gail's Banerjee & Reliance's Mukesh 
Ambani: heading for a face-off? 











gas network is, the better it is for us,” 
adds a CEO of a small E&P company. 


Smaller firms like Cairn or Niko are not | 
into marketing; they explore, discover | 


and develop fields and sell the gas to a 
distributor or smaller end users. 


On the face of it, the draft policy is | 


timely. With the recent discoveries of gas 
in the east coast, there's a need to put up 
more gas pipelines and provide inter- 
connectivity. "We need an efficient gas 
delivery system to link. the supply 
sources to the markets and a fast mon- 


etisation of gas to enable additionalin- | 
vestment in developing production of | 


gas," says B.K. Chaturvedi, secretary, 
ministry of petroleum and natural gas. 
The devillies in the details. The draft 
says: "All trunk pipelines... covering 
more than one state... will be built/man- 


aged by a company to be notified by the | 


government and till it is notified by Gail 
(India)." Seizing the opportunity, Gail 


has unveiled a Rs 20,000-crore plan to 





teri. 2o 
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build a 7,890 km-long gas grid (along the 
lines of the power grid or the Golden 
Quadrilateral). "We are trying to syn- 
chronise the pipelines with the avail- 
ability of supply," said Proshanto Baner- 
jee, CEO, Gail, in Mumbai last month. 
But this is also the biggest criticism 
against the policy. "The draft policy le- 
gitimises a monopolistic structure in- 
stead of encouraging competition," says 
the head of a petroleum major. Clarifies 
Chaturvedi: "Only big capacity, cross- 
country pipelines that need to be built 
quickly are to be laid by a government 
agency. The rest (inter-state/city gas 
pipelines) is open to the private sector." 


| The rationale: gas grids in several coun- 


tries like Italy, France, Turkey, and also in 
China and Korea have been built by the 
national companies for issues of safety 
and security. But this analogy may not 
hold as these countries (with the excep- 
tion of China, of course) are as small as 
the states in India. Besides, these exam- 
ples are historical in nature. 

On the other hand, the US has many 
transmission networks. Yet, here, con- 
sumers often have to make difficult 
arrangements to move gas from one 
pipeline to another. Butsince the US has 
a liberalised regime, here, too, the anal- 
ogy is suspect. "The advantage of having 
a single carrier is that you can have bet- 
ter coordination, connectivity and... a 
single interface. The disadvantage is 
that it would take a lot of time and capi- 
tal to build such a network," says Shaw. 

Gail believes it's important for one 
player to manage the grid to avoid any 
chaos. A grid managed by it would allow 
it to take gas from any source to any 
market. "Operationally, it is not only ad- 
vantageous, but also desirable to have 
only one entity responsible for the 


The draft gas pipelines policy 
legitimises a monopolistic 
structure. And some private 
majors are opposing it 
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The great gas 
network 


» Gail’s existing pipelines 
= Gail's proposed pipelines (Phase l) 
— Reliance's proposed pipelines 
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transmission system for balancing de- | cern. Chaturvedi a assures: “' The pipeline 

 mand-supply, inter-connectivity and 
inter-regional transfer of gas, and other 
safety and security issues," Chaturvedi 
says. Co-ordination is critical as eme- - 
rgency procedures, the pressure regime, 

quality, calorific value, balancing of gas, 
all need to be ensured. 

At the core of the argument is a legit- 
imate concern of a potential conflict of 
interest — Gail is both a transporter and 
marketer of gas. Gail is unbundling the 
marketing and trading activities from 
the remaining activities ofthe company. 

But that doesn't address a user's con- 


tain separate accounts for gas trading 
and gas transportation. Thus, various 
costs would be available for audits." 

In fact, that debate seems to bother 
| fewplayersinthe industry, barring large 
producers: like Reliance. "The key thing 
for meisto ensure supply and markets," 
says Shaw. "Transmission charges are 
pass through. If there's an effective regu- 
latory system, it doesn't matter who's the 
owner,” says the CEO of a public sector 
oil major. Pipelines are a highly capital- 
intensive and low-return business (the 
internal rate of return can be 12-15%). 


maimanta nining erin . 
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so. It is building two trunk pipelines, 


BUSINESSWORLD 39 10 NOVEMBER 2003 


company would be required to main- | 





But Reliance does not seem to think | 
| ity" says Shaw. A resource-strapped na 
Kakinada to Goa, and Jamnagar to Cut- 
tack (these are not covered under the | 
draft policy), connecting its potential | 


gas sources. It has got the approvals for 
these lines, acquired the right of way 
and environment clearances, and fin- 
ishing the design. “I don't want to be ` 
held captive to one pipeline. Gail may - 
have its own schedule. If the pipeline is 
not ready in time, I could be twiddling: 
my thumbs," says a gas expert explain- 
ing Reliance concerns. E 
For many years ONGC 
was flaring gas because the 
HBJ pipeline had not yet. 
been laid. “People did not 
invest in industries because 
they did not believe that t 
pipeline would be built in time,” 
says the gas expert. So, the concern 
are ae Th je other key có 1 



























tivity n norms ue: iie way iti negot 
with suppliers, Reliance could ha 
brought down capex costs by 30- AQ% 
But a senior executive at another: 9 
PSU says: "By putting in place pipeline 
Gail is taking a lot of the burden off Re- ` 
liance, which has to invest in its gas field Ç 
in the KGbasinandinoilexploration” ` 
Meanwhile, other players suggest 
caution while putting up pipelin 3 
"Laying the pipeline i is not an issue. 
how many contracts have you signt 
says the CEO ofa PSU oil major. "U 
vou haveback-to-back agreements 
producers and consumers, it woul 
difficult to achieve the financial clos 
for the pipeline projects,” "he: adds." 
Atthe end of the day, the draft p po 
is a step in the right direction, but 
details need to be refined, like, wha 
the fair return to the pipeline company? 
What would be the structure of trans 
portation tariff? Who is a large cons 
mer? Under what circumstances C 
regulator take over a pipeline and ¢ ive 
to the notified company? ^ who 
owns the pipeline, the policy mu 
sure that there's open access, fair pricin 
and meeting of the... demand for capac 


































tion can hardly afford duplication of 
frastructure. But policy-makers have 
work out the best model for India. 
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ANMOHAN Shetty may 
not be half as glamorous 
as Subhash Ghai or Pritish 
Nandy, but he is far more 
ambitious. Adlabs Films, 
the company he owns and 
runs, got listed around the same time as 
Pritish Nandy Communications and 
Ghai's Mukta Arts. However, the scale, 
scope and sheer range of deals that 
Shetty is cutting across the film industry 
has made Adlabs, arguably, the largest 
film company in India. At Rs 74.05 crore 
in (net) revenues, it is roughly twice the 
size of any ofits (listed or unlisted) rivals. 
Internal projections put it at about 
Rs 115 crore by the end of March 2004, a 
growth of over 50% over the previous 
year. Almost half of these revenues will 
come from multiplexes, digital cinema 
and film production, businesses that 
were kicked off after it listed three years 
back. All it had then was a steady ‘annu- 
ity-earning’ film-processing business. 
Shetty is changing that at a speed 
that worries some investment bankers 





Can Adlabs’ hectic 


depth .— .— — 





and analysts but thrills others. He is | 


spending over Rs 50 crore to create what 


looks like one of the most integrated | 


film companies in India. Take a look. 
Adlabs owns 14 screens including an 
IMAX in Mumbai. By end-2005, it will 


own around 40 across India. Entertain- | 
ment One, a film production subsidiary, | 


just delivered one of the several hits of 


2003, Gangaajal. Two more films — In- | 





c expansion 
spree create the first integrated 
film company in India? 
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teha (with Mahesh Bhatt's Vishesh 
Films) and Main Madhuri Dixit Banna 
Chahati Hoon (with Ram Gopal Verma's 
The Factory) — have just been released. 
In the pipeline are some really big films. 
John ‘Sarfarosh’ Mathew’s is next. And 
so are Ketan Mehta's The Rising starring 
Aamir Khan (co-produced with Kalei- 


_ doscope Entertainment), and Govind 


Nihalani’s Amitabh Bachchan-starrer 
Dev (with Applause Entertainment), 
among a dozen others. 

On the distribution front, Adlabs has 
tied up with Mukta Arts to digitise the- 
atres in B and C class towns. Already 42 
theatres have been seeded with the digi- 
tal cinema equipment from Adlabs. The 
idea is to do 400 in 2004 and about 1,000 
in the next five years. Even as you digest 
that, Shetty says: “That can go up to 
4,000.” (But more on that later.) 

If that seems confusing, expensive 
and expansive it certainly is. Is this 
about easy capital? After all, interest 
rates are low and its tax-free multiplexes 
and film-processing businesses are 
churning out lots of cash. Adlabs ended 
March 2003 with Rs 32 crore in operat- 
ing profits and will generate Rs 44 crore 
by March 2004. Add a Rs 30-crore line of 
credit on hold. Little wonder then that 
uncomfortable questions on the speed 
of expansion, the management's band- 
width and its approach to each of these 
businesses are beginning to crop up. 

Take each of these. In the 
multiplex business, a logical 
extension, there is the dan- 
ger of overcapacity thanks to 
the tax holiday. Some esti- 
mates put the number of 
new screens in coming years 
at 1,000. Many of these are in 
the same area, like Zee's Fun 
Republic, Fame Adlabs and 
24 Carat on Link road in 
Northern Mumbai. From 
real estate developers like 
the Runwal Group to Bom- 
bay Dyeing, almost anybody 
with land is getting into mul- 
tiplexes. If ticket prices start 
falling from the current 
Rs 100-150, the break-even 
projections for each of these 
will go haywire. Shetty dis- 
(L to R) Nischol, Pooja, 


M. Shetty and wholetime 
director V. Manania 
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agrees: “There could be another 20 mul- 
tiplexes in the city and there still won't 
be any overcapacity.” He says that new 
screens make up for the ones that shut 
down in unprofitable areas. So, adds 
daughter and director Pooja Shetty, Ad- 
labs will stick to its plans of setting up 
two multiplexes every year. From Rs 17- 
odd crore in revenues, multiplexes are 
expected to hit Rs 22 crore in March 
2004. The business will continue to con- 
tribute about 20% to the topline and 
spew cash (it generates 4595 of Adlabs' 
operating profits currently) for other 
projects like film production. 

That is the risky one. The scale and 
budgets of some of Adlabs' films are 
scary. For example, The Rising is a Rs 35- 


crore project. Sure many are in associa- | 


More integrated than the others 


Listed film Mukta . 











pensive to release a film simultaneously 
in all of India’s 12,000-odd theatres. 
Most distributors make an average of 
200 prints for any film. For the first 6-8 
weeks these are shown in metros and 
larger cities where higher ticket prices 
means faster payback. Meanwhile, pi- 
rated DVDs, video parlours and cable 
piracy eat up a bulk of the potential rev- 
enues for films in B and C class towns. 
The print quality — 
grainy, scratchy and 
exhausted — does the 
rest. So if a small- 
town theatre is capa- 
ble of doing, say, Rs 
1.5 lakh per show at 


Gangaajal: One of 
Adlabs' hits 
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tion with other companies, but even 
then wouldn't it stretch the company 
too tight? "We are capping the invest- 
ment into films at Rs 15 crore-20 crore 
every year" says Shetty. Praveen 
Nischol, CEO, Entertainment One, Says 
the company will not do more than 4-5 
films a year. Each film must break even 
through the sale of rights like satellite, 
overseas, music and DVD before re- 
lease. A 20-30% return would be ideal 
but more than the bottomline, films 
would add to the topline says Nischol. 
We will keep a close watch on this one. 
But the most interesting project is 
the digital cinema one. The idea is sim- 
ple. Atabout Rs 50,000a copy, it is too ex- 


full capacity, it ends up doing just about 
2096 of that. That is where Adlabs' 
medium- to low-end digital cinema 
equipment — essentially a projector 
and server — at Rs 9.5 lakh or so comes 
in. Digital prints, in the form of small 
hard disks, cost an additional Rs 5,000- 
6,000 per copy. At that price, a film can 
target an all-India market from the day 
of release to soak up all the revenues 
coming to it. Everyone benefits — pro- 
ducers, distributors and theatre owners. 

To convince theatre owners, Adlabs 
is seeding theatres with the equipment 
on a revenue-sharing basis. The plan is 
to spend Rs 20 crore or so doing that to 


100-150 theatres. There is also the op- | 
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tion of buying the equipment outright 
or on installments. As the 42 digitised 
theatres see a two- to three-fold rise in 
revenues, the number of buyers of the 
‘digital solution’ will rise, reckon insid- 
ers. Going by internal estimates, Adlabs’ 
share of revenues from these 42 theatres 
in March 2004 will be about Rs 3 crore-5 
crore, a break-even of sorts on the initial 
| investment in the first year itself. 
| You could argue that Adlabs is not 
attempting the more 
lucrative A class the- 
atres as that could kill 
its core business of 
making and processing 
film prints. “Since both 
the quality of the print 
and the payback is not an 
issue in larger towns, 
there is no significant 
value-add that digital cin- 
ema equipment can provide there,” 
points out Kapil Bagla, senior vice-pres- 
ident, Centrum Finance. (Centrum 
handled the Adlabs public offer and reg- 
ularly advises the company.) Instead, he 
says that by attempting B and C class In- 
dia first, Adlabs gets an entry into the- 
atres. That will make it easy for it to enter 
film distribution, the next logical busi- 
ness to attempt, says Nischol. 

To its credit, like film processing, this 
business promises annuity income. 
Every theatre that digitises will keep 
coming back for prints. Multiply the 
4,000-odd small-town theatres in the 
Hindi belt with 125 Hindi films and their 
print costs and you'll get a Rs 250-crore 
market that could belong to Adlabs! 

So, of these three new businesses, 
two — digital distribution and multi- 
plexes — can be steady revenue genera- 
tors. Now factor in the fact that process- 
ing growth is crawling at 4-7% a year. 
The question of speed of expansion be- 
comes one of ‘how fast can growth hap- 
pen?’ It might well stumble in either of 
these three businesses but if it clicks, 
Adlabs could become one of the most 
integrated film companies in India. 

Will it? Analysts and bankers gave us 
mixed responses. The share price, rising 
in comparison with other media stocks 
| butsteady otherwise, reflects that. How: 
ever, ifits record so far with all these new 
businesses is anything to go by, Adlabs is 
well on its way to doing far more glam- 
orous stuff than any of its rivals. gs 
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Chief minister 
Narendra Modi 
needs to do a 
lot more than 
just hold | 
investor 
Summits to 
bring business 
back to the 

.. troubled state. 
... by Vikas Dhoot 








4. 


5, Total projects worth Rs 13,152 crore stalled, according to CMIE 


vestors Summit, aloud boom 
was heard in Ahmedabad. 
Someone said it was a bomb 
blast. People had been expecting bomb 
blasts this Navratri, but this boom was 
heard in Baroda too. People scurried 
into their homes. Some said it sounded 
like an atom bomb. After two hours, the 
tension subsided. Apparently, it was just 
asupersonic plane breaking the sound 
barrier. Makes one wonder how locals 
coped with Diwali crackers... 

Welcome to Gujarat! A land that pro- 
duced visionary businessmen and de- 
vised financing mechanisms indepen- 
dent of the banks and capital markets. A 
land that has always attracted scientists 
and technocrats from outside. Gujarat 
has been famous for its multicultural- 
ism and mercantile ethos. Today, itis the 


FEW days before the Gujarat | 
government embarked on the | 
Vibrant Gujarat Global In- | 





land of fear. Ever since the 
Godhra incident and the 77 
days of carnage that followed, 
theres been a black cloud 
hanging over the state. The 
economy, with one of the 
fastest growth rates in India in the 1990s, 
is now creaking along. Outstanding in- 
vestment projects in Gujarat, once sec- 
ond only to Maharashtra, have seen a 
fall. Shashikant Hegde, CEO, Projects- 
Today.com, says: "This year, investment 
projects have gone up by Rs 1,000 crore. 
But for a state like Gujarat, this only 
means stagnation. There may be many 
projects going slow or getting stalled, 
but as long as promoters don't state it, 
they cant be considered deferred." 
Gujarat has been the most aggres- 
sive since liberalisation in terms of at- 
tracting investors. The government's in- 
dustrial investment policy has been 
investor-friendly and Gujaratis are nat- 


Major projects stalled or abandoned in the state 
1. Gujarat Positra Port Infrastructure - Port-based SEZ project - Rs 5,652 crore 
2. 
Jd. 


Poseidon Infrastructure - Pipavav LNG Terminal Project - Rs 1,800 crore 


10 state road development projects worth Rs 3,023 crore abandoned, including 


the Halol-Godhra-Shamalaji Highway project worth Rs 680 crore 


. Torrent group-owned Ahmedabad Electricity Company exited a Rs 400-crore LNG 


distribution project citing lack of a full-fledged regulatory structure 
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Can events such as this one make up for the lack of a conducive atmosphere? 


ural businessmen. But in the last one- 
and-a-halfyears, the ground level confi- 
dence has gone missing. Much of this is 
the Godhra effect. But Gujarat’s prob- 
lems started before that. 

According to a paper by Errol 
D'Souza, professor of economics at the 
Indian Institute of Management- 
Ahmedabad, the state's economic per- 
formance has been deteriorating. "Real 
per capita income has declined from 
Rs 1,000 in 1997-98 to Rs 901 in 2001-02, 
a phenomenon unheard of even in ... 
states like Bihar. (In the corporate sec- 
tor) profit after tax to sales ratio has 
dipped from 0.5% in 1997-98 to -4.4% in 
1999-2000. The same for the rest of India 


Favoured no more 





Inc. was 1.7% and 0.8%, respectively. 
The fiscal situation is even more de- 
pressing — from a surplus in the state 
budget in 1996-97 to a gross fiscal deficit 
of almost Rs 8,000 crore in 2001! Per 
capita bank credit was down by 1396 in 
2001-02. But the most remarkable ex- 
pression of the lack of confidence in the 
state comes from the stockmarkets — 
Rs 100 invested in stocks traded on the 
Ahmedabad Stock Exchange in October 
2001 would have dwindled to Rs 41 by 
October 2002!" To put that in perspec- 
tive, Rs 100 invested in the Bombay 
Stock Exchange, Delhi Stock Exchange 
or the Calcutta Stock Exchange would 
have yielded Rs 99, Rs 101 and Rs 100. 
To its credit, the state gov- 
ernment has been trying to get 


| | Share of investors interested in the state. 
Foreign Indian pvt. : 

State invest. invest. Ro invest. | I 2001, Keshubhai Patel's regi- 
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the UK government. None of 
them saw the light of day. 
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In the state's latest and largest invest- 
ment mela till date, a 10-day summit 
timed with Navratri, chief minister 
Narendra Modi tried to mix 'enterprise 
with 'entertainment. The chambers, 
Ficci and CH (back in Modi's good 
books), got equal honours — Ficci or- 
ganised the Ahmedabad event, while 
CII took care of the one in Surat. Nearly 
Rs 15 crore was spent on the exercise. 

At a speech in Hazira before the 
summit, Modi told investors: "If you in 
vest Re 1 in Gujarat, you'll get $1 back." 
Despite all the controversies surround- 
ing him, he seems to be making serious 
efforts to restore Gujarat to its former 
glory. Hes been actively seeking the ad- 
vice of IIM professors and the likes of 
former union minister Y.K. Alagh on 
economic and development policies. 
He's making all the right noises — disin- 
vestment in state government compa- 
nies and downsizing. But just trying to 
attract investments and trim flab may 
be too simplistic a solution for the na- 
ture of the problems facing Modi today. 

The cyclone, the drought and the 
earthquake affected the state adversely. 
But natural calamities have never de- 
terred Gujarat in the past. Sudershan 
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2. GUJARAT HIRA BOURSE: Gems and eee park - 


p 600 crore 







4. TORRENT POWER GENERATION: 1, 050 MW power | 
project - Rs 3,800 crore (A 1,050 MW, Rs 3,500-crore project | 





has already been listed since July 2002} i 


Notes: It is not clear whether the last three projects have been recycled rane earlier 
ones or not. What is clear is that the projects that have been listed in the brackets 

are still outstanding, or haven't reached completion. Whether fresh MoUs are being 
signed for the same old projects with higher costs or capacities, is anybody's guess 
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Iyengar, director of Gujarat Institute of | 
Development Research, says: "Gujarat | 


is drought-prone. In 1900, there was a 
famine. Exactly 100 years later, there 
was an earthquake. Gujarat's develop- 
ment is marked by one special feature 
— resilience. Within 10 years of the fam- 
ine, Gujarat was Indias textile capital." 
Indeed, one word that describes the 
robustness of Gujarat is resilience. Since 
the 1960s, communal violence has been 
flaring up in the state — 1969, 1973 and 
the mid-1980s. But Gujarat always 
bounced back. Social science resear- 
cher Shiv Visvanathan, who has been in 
and out of Gujarat for the past year 
studying the aftermath ofthe riots, says: 
"Riots in Gujarat always last the longest 
and see the highest casualties. But they 
had some more distinctive features. 
Logically, the have-nots should be doing 
the rioting, trying to hit out at those bet- 
ter off than them. But in Gujarat, the 
Muslims are not better off than the Hin- 


dus. There was also alarge middle-class | 


participation. Rape was a big weapon in 
these riots — gang rape has not been 
seen on such a scale. Nor do you see 
neighbours turning on neighbours." 
These gory images get worse due to 
the general perception. Though the 
states culpability may not have been 


proven conclusively, perception is im- | 


portant and it is that the state was party 
to the riots. There's good reason for it. 
Out of the 240 people arrested under 
POTA ever since the riots started, 239 are 
Muslims. Out of 38,000 VHP offices in 
india, 19,000 are in Gujarat. 

This directly impacts the security 
one would feel in bringing in a big in- 








vestment. Some of the 
small businesses that 
had been burnt in the 
riots are coming back, 


enkas 2 


ownership. Most Mus- 


their hotels to Hindus. 
"What we are still not 
able to see a change in 
is the mental makeup 
of people. In a civil so- 
ciety, that's very im- 
portant," says lyengar. 
There are two more 
important changes 
that Gujarat tradi- 
tional industries face 
today. Industries like pharmaceuticals, 
petrochemicals, textiles and even dia- 
monds (cutting and polishing) that have 
thrived in the state over the years, have 
been unable to move up the value chain. 
The diamond business in Surat, for in- 
stance, Captures only 5% of the value of 
a diamond. What has prevented them 
from creating their own brands? Small- 
scale industries (SSI), the backbone of 
Gujarat industrialisation, have seen a 
higher mortality rate in the mid-1990s 
than ever before. It's hard to compare 
this with other states, as Gujarat doesn't 
report closures, but only the registered 
SSI numbers. But a Press Information 
Bureau release says, of the 2,257 new 


lims are selling out | 


albeit with a change of | 


companies registered in India in August — 


2003, only 5% were in Gujarat. States like 
Andhra Pradesh (8%), West Bengal (9%), 
Tamil Nadu (10%), Delhi (20%) and Ma- 
harashtra (22%) were far ahead. Four or 
five years ago, Maharashtra and Gujarat 
would have led the pack by miles. 

In the first phase of Gujarat's eco- 
nomic development, financial capital 
played a vital role. Now as the world 
moves to the next phase, where knowl- 
edge and knowledge-based industries 
are driving growth, Gujarat is getting 
sidelined. The famous Gujarati entre- 
preneurial spirit has failed to cash in on 
the New Economy wave. In 2001, Gu- 
jarat's IT exports were just Rs 70 crore of 
the total Indian exports of Rs 28,350 
crore! Even today, there are only five IT 
companies in the state. All because Gu- 
jarat's knowledge-imparting system is 
in a mess. The quality of education has 
gone down. And though Gujarat has 
some premier educational institutions 
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like IIM-Ahmedabad and the National 
Institute of Design, graduates from Gu- 
jarat find it difficult to get admission in 


_ them. The Gujarat University produces 


only 25,000 English-speaking graduates 
per year. "Education is where Gujarat 
has really lost out,” says Iyengar. 

There are other aspects of the edu- 
cation system that could trouble Gu- 
jarat later on. One is the convoluted cur- 
riculum in schools. For instance, the 
Class X social studies textbook has a 
chapter, 'The World Between The Two 
World Wars' that hails 'Hitler, the sup- 
remo' It says: "Hitler lent dignity and 
prestige to the German government... 
He instilled a spirit of adventure in the 
common people..." Even more worrying 
is the divide that's been growing be- 
tween children over the years. Hanif 
Lakdawala, director of Sanchetana, an 
NGO that works on issues of commu- 
nity health, points out how schools have 
been shunning Muslim students over 
the years. Last years riots have comple- 
ted the segregation. There's an English 
medium school called Don Bosco, 
where 200 Muslim students were study- 
ing along with the Hindus. The manage- 
ment told one of the (Muslim) parents: 
'We are not responsible for your child's 
safety outside this campus.' That sent 
shockwaves among the people. Last 
year, all those students were admitted to 
a Muslim locality school. "When these 
200 students grow up with other Muslim 
students, they won't know what the 


on competitors 





ANDHRA PRADESH: Comes across as ` 
a dynamic investment destination because ` 
of CM Chandrababu Naidu's personality. 
Private investments have shot up, but : 
the implementation rate is not great | 
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TAMIL NADU: in terms of infrastructure ` 
and industries, Tamil Nadu is a more 
formidable competitor to Gujarat than 
anyone else i 








other community is like. It is easy for 
fundamentalists from both sides to ma- 
nipulate them," says Lakdawala. 
Former finance secretary I.G. Patel 
agrees: "What's sadis that both commu- 
nities are stating their differences or as- 
serting themselves more violently. 
There are schools funded by the RSS 
(with a religious bias), while Muslim 
boys go to madarsas wearing caps and 
beards that they wouldn't have earlier." 
While seeds for future strife are be- 
ing sown in its education system, the 
physical segregation of communities is 
complete. Achut Yagnik, who runs Setu, 
an NGO rehabilitating earthquake vic- 
tims, says: "Since 1985, no Muslims stay 
within a 5-km radius ofthe IIM, whereas 
there were a lot of Muslim societies 
there earlier." Now Muslims and other 
minorities (don't forget that Christians 
had also been severely persecuted here 
in 1998-99) live in isolated ghettos. 
Moreover, some of these areas are being 
neglected by the state in terms of build- 
ing roads, healthcare centres and col- 
lecting garbage. Even state transport 
buses don't ply there. Moderate Hindus 
are systemically being prevented from 
doing anything positive. In Sardarpura, 
a village close to Godhra, the gram pan- 
chayat imposes a fine of Rs 1,000 on any 
Hindu caught talking to a Muslim! 
Gujarat's physical environmental re- 
sources are in no great shape either. In 
rural areas, because of a focus on cash 
crops and the drought-prone condi- 
tions, soil and groundwater sources 
have been used recklessly. There is a 
need to improve agriculture, make it 
sustainable and develop agro-process- 
ing industries to prevent large-scale mi- 
gration of villagers and cattle: As you get 
close to major chemical industrial es- 
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Fraught With Risk 
YPICAL investor perception is that there is a perfect correla- 
tion between high risk and high return on investment. But in 
political risk situations, high risk means lower profits. Politi- 
cal risk is the probability of the occurrence of a political event that 
will change the prospects for the profitability of overseas invest- 
ment. This includes revoking of concessions/licences, introduction 
of dramatic export obligations and imposition of currency transfer 
restrictions. Political risks plague investments in many countries. 
And the value of political risk insurance is recognised by investors. 
Usually four political risks — transfer restriction, expropriation, 
breach of contract, and war and civil disturbance — are covered 
individually and collectively, depending upon the requirements 


and risk perception of investors. While Indian investors can't buy such cover, 
overseas investors can, by paying a premium to global insurance firms. Underwriters 
the world over are engaged in quantifying the political risk of doing business in the 


put out by Export Development of Canada group in spring 2003: “Hindutva is on the 
rise in India and will clearly be a driving force in the lead up to national elections 


| 
| different regions of the world. Check out excerpts from this Political Risk Overview 
| 
| 





(due by October of next year). In order to appeal to this growing nationalist element, 
the governing BJP is likely to espouse further actions against Muslims (along the 
lines of those seen in Gujarat state last year) and other minorities within India..." 

The political risk of doing business in Gujarat (actually, all of India) has gone up. 
Since the Godhra incident, overseas investors have had to pay a much higher 
premium to political risk insurers. A Rs 80-crore foreign investment project that was 
to come up in Gujarat three years ago got stuck in the nitty-gritty. When the same 
project was about to take off last year, the company's insurer hiked the political risk 
premium by 396! This considerably reduces the return on capital the company was 
anticipating from the project. The implications are obvious. No new foreign investor 
| has shown any interest in the projects laid out at the Vibrant Gujarat Summit. 


| Interestingly, a foreign company in the state has appointed two political risk 


tates in the state like Ankleshwar and 


Vapi, pollution hits you, though there is | 


a lot of effort on by the local industrial 
associations to contain the damage. 
The Vibrant Gujarat Summit may 
have generated Rs 66,000 crore worth of 
MoUs (mostly location-specific), but 


analysts to monitor local developments post-Godhra. Companies are also aware of 
the quality of working life that employees face in Gujarat — a foreign company 
| sends staffers for a week-long vacation outside Gujarat once in two months! 


——— - 


ber, on Ganesh immersion day, 14 shops 
belonging to the minority community 
were looted and one truck was burnt by 


|, amobled by the local Bajrang Dal MLA 


very few projects may reach closure. In | 


2001, Uttar Pradesh held a similar sum- 
mit in Mumbai and Rs 40,000 crore 
worth of MoUs were signed — not a sin- 


gle project has moved forward yet. The | 
, When Williams asked him about in- 


financial viability, logistical nitty-gritty, 
et al, tend to bog things down. One will 





have to wait and watch whether these : 
efforts fructify, but state bureaucrats say | 


that they are already following up with 


investors. This period is the most crucial 
| economy and society will ever recover. 


test of Gujarat's resilience. 
We also visited Godhra to see if it's 


back to normal — it wasn't! In Septem- | 
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in full view of the local police and the 
railways police force. They stopped only 
when the Rapid Action Force came. 
Atthesummit, when UK Channel 4's 
Asia correspondent Ian Williams asked 
Modi about justice to the minorities, 
Modi dodged him at first and then said: 
"Everything will become clear later." 


vestors being wary of putting money in 
a state where the rule of law is suspect, 
Modi threw his hands up in the air and 
walked off. With an evasive attitude like 
that, its hard to see how the Gujarat 


Additional reports by M. Rajshekhar. 






Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 
mahesh@passionfund.com 


Venture 
capital in 
India 
died 
some 
time ago. 
Thank 
heavens 


by mahesh murthy 


| The fundas of 


funding start-ups 


OI paisa nahi de raha hai sir" was 
the plaintive howl of the IIM lad 
who was telling me why he de- 
cided to go ahead and be an em- 
ployee — notwithstanding his 
supposed passion to start a business. 

Another started off with the two words that 
somehow get under my skin every time I come 
across them. “Opportunity cost,” he said. 
Meaning he was doing some complex mental 
calculus to figure out if he would be better off 
by either (a) taking a big-paying job now with a 
linear income growth or (b) jumping into entre- 
preneurship with uncertain success — and an 
exponential income growth when it happens. 

First things first. Anybody who even thinks 
in terms of ‘opportunity cost’ is not cut out to be 
an entrepreneur. Don't even bother going there 
if you're drawing mental curves and seeing in 
which year of your life they will intersect. 

Now to the venture capital (VC) thing. 
Here's my take in two words: it's dead. Nobody's 
funding start-ups in India. VCs, if they exist 
here, are funding profitable, successful mid- 
sized companies. That's the best thing that 
could have happened for entrepreneurship in 
India. Look back and you'll see one thing. In all 
the entrepreneurial success stories that we 
hear, not one had any formal venture capital in- 
volved. Entrepreneurship is a calling. It is not a 
carefully-calculated decision based on solving 
quadratic equations. You want to do something 
big and not work in somebody elses office for 
the rest of your life. You then take a gulp of air, 
come to the edge, and step off. 

For many, it's an unthinkable risk. You re- 
peat the percentage-player adage to yourself: 
9596 of all entrepreneurs fail and you're better 
off being safe. But what that silly statistic does 
not say is that 0% of the failures result in the 
starvation of the risk-taker. In most cases, they 
simply get up and try again. Some will take re- 
course to employeeship. Some will do both — 
keep the home fires burning with a steady job, 
while they freelance at a side-business. 








One of my personal rules is that the entre- 
preneur has to be committed, body and soul, to 
the new venture — I want to see bridges burned 
behind, so theres no relaxing or turning back or 
career plan B. I've never understood how VCs 
could fund somebodyto freelance at a business 
— or fund start-ups to such an extent that the 
founders got comfortable salaries from the out- 
set. Both of these are sure recipes for failure. 

At the height of the boom, two Harvard- 
types approached me with a proposal for about 
$500,000 of funding of which $200,000 each 
were to go into the first-year salaries for the ex- 
alted founders. (Yes, opportunity cost was 
quoted to me again.) While this sounds ridicu- 
lous, there were VCs who actually funded other 
such ‘you-take-the-risk-I-take-the-money’ 
plans — all of which died a quick painful death. 

Why do I have an issue with VCs? It is be- 
cause almost none of them in India (with a few 
exceptions) had ever personally taken or ap- 
preciated risks. Successful entrepreneurs make 
for good VCs, not investment bankers or fund 
managers. And till we get that generation of 
VCs here, VCs will be doing more harm than 
good, and we're better off without them. 

So how does one start up without money 
from a VC? It's easy — like everybody else did 
before VCs. It doesn't take much money to start 
abusiness. Especially in the IT age, especially in 
India. Starting a steel plant or an airline may be 
a different kettle of fish, agreed. But a number 
of businesses can be started with more than a 
lakh or so in the bank. You can get this amount 
from your parents, friends, jewellery (yes, pawn 
the bloody thing — it's useless otherwise) or 
even by mortgaging your house. Take a real, 
personal risk — that's the only way I think you'll 
earn a real, personal reward. 

There are two ways to end up with a million. 
The traditional route is to start with nothing 
and work your way up. The modern way, at 
least a few years ago, was to start with 10 million 
from a VC and work your way down. In such 
matters, call me a traditionalist. Ll 
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"In my view, no other mutual fund scheme \\ 
has given more benefits than Mastershare" 


- Shri R.P.Kapoor, .A.S. (retd.), Former Chief Secy., Govt. of Madhya Pradesh. 
(This is what a satisfied Mastershare investor says) 


"und Performance as on 30th š 


in addition to two =e and three bonus offers 


UTI Mastershare. A scheme that has been delivering superior 
performance and outperforming benchmark indices, constantly. 
The result being uninterrupted declaration of 17 dividends in - 
last 17 years, 3 bonuses and 2 rights issues. A feat hard to ` 
match elsewhere. But then, its only a natural outcome of our 
commitment towards meeting your expectations, consistently! 





— NAY per unit as on 30th Sept. '03 - Rs.14.10 
Araunieg that all d br the period have been reinvested in the Unite of the sci 


€ An open-ended equity oriented scheme 
e Minimum Investment : Rs. 5000/- and in multiples of Rs. 1000/- ° No Exit Load 
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| Dividend History - 17 years, from 1987 to 2003. Figures in brackets () indicate Ex div NAV, | 3 

| P8. 0.80 (Rs. 10.93), Rs. 1.30 (Rs: 12.78), Rs. 1.80 (Re. 21.52), Rs.1.80 (s 25.87); Rs. 1.80 (Rs. 3441), R: 1.0 (Rs. 46.08), Ü 
| Re. 1.80 (Re 29.91), Rs. 2.00 (Rs. 38.18), Rs. 1.60 (Rs. 28.42) Re. 1.60 (Rs. 2277), Rs. 1.60 (Rs: 22.54) Rs. 1.80 Fs 1481) 
| Rs. 1.60 (Rs. 21.28), Rs. 1.60 (Rs. 14.74), Rs. 1.00 (Rs. 09.56), Rs. 1.00 (Rs. 10.12), Rs. 1.40 (Rs.13.82). 
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UTI Mutual Fund 
The new UTI. Ready for tomorrow. 


www.utimi.com 
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Please read the offer document before investing. For Offer Document, Key Information Memorandum and application form 
please contact the nearest UTIMF branch, UTI Financial Centre, Chief Representative or Agent. 


INVESTMENT OBJECTIVE: An open ended equity fund aiming to provide benefit of capital appreciation and income distribution through investment in equity. REGISTERED OFFICE: UT! Tower, ‘Gn’ Block. 
Bandra-Kurla Complex, Bandra (East), Mumbai - 400051. STATUTORY DETAILS: UT! Mutual Fund has been set up as a Trust under the indian Trust Act, 1882. SPONSORS: The State Sank 
of india, Punjab National Bank, Bank of Baroda and Life Insurance Corporation of India. (Liability of sponsors limited to Rs. 10,000/-]. TRUSTEE: UTI Trustee Co. IP) Ltd. (incorporated under the Companies 
Act, 1956). INVESTMENT MANAGER: UTI Asset Management Co. (P) Ltd. (incorporated under the Companies Act, 1956) RISK FACTORS: All investments in mutual funds and securities are subject fo 
market risks and the NAV of the funds may go up or down depending on the factors and forces affecting the securities markets. There can be no assurance that the Funds objectives will be achieved. Past 
performance of the Sponsor/Mutual Fund/Scheme(s}/AMC is not necessarily indicative of future results. UT! Mastershare is only the name of the scheme of UTI Mutual Fund and does not in any manner 
indicate the quality of the scheme, its future prospects or returns. There may be instances where no income distribution could be made. Realisation of all the assurances and promises made, f any, ere 
subject to the laws of the land as they exist at any relevant point of time. The scheme is subject to risk relating to credit, interest rate, liquidity, securities lending, investment in overseas market, trading in 
debt & equity derivatives (the specific risks could be credit market, illiquidity, judgmental error, interest rate, swaps, and forward rate agreements]. Please read the offer document for detailed Risk Factors. 


Churchgate (Lotus Court): 22822513, 22885976 JVPD: 26201995/2648 Kolkata (Rash Behari): 24639811/3 Kolkata: 22214994/22213036/8 — — i 
Chennai: 25210356/2521034 New Delhi: 23319786/7827, 2373140 Preet Vihar (New Delhi): 22529374/9379 — 
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HE autorickshaw rattled 
into Bandra-Kurla com- 
plex Mumbai's fast- 
growing business district 
in the suburbs. It came to 
a halt outside a multi- 
storeyed glass and con- 
crete structure, very much like the 
many other glitzy office buildings 
around it. The driver glanced at it, 
waiting for his passengers to fish 
out change. And did a doubletake: 
“Yeh to hospital hai!” he exclaimed, a 
mix of incredulity and awe in his voice. 
A reaction that Ramakanta Panda, 
CEO of Asian Heart Institute and Resea- 
rch Centre, would have loved to watch. 
Asian Heart is what cardiac surgeon 
Panda and a team of other doctors 
dreamt up in 1993-94. It eventually took 
10 years for the hospital to take shape. 
Today, the swank lobby, plush rooms, 
imported medical equipment and nat- 
tily-dressed nursing staff seem to sug- 
gest that it has been worth the wait. 
What's more, ever since it started opera- 
tions in January this year, AHIRC has 
quietly emerged as an alternative — al- 
beit a much smaller one — to more es- 
tablished options like the Jaslok Hospi- 
tal and Hinduja Hospital in Mumbai. 
Yet that's not the real reason why the 
Asian Heart project is being closely 
watched within the medical fraternity. 
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These doctors 
are Jointly 
Investing in 
setting up and 
running super- 
Speciality 
hospitals. Can 
they make the 
model work? 
by Gauri Kamath 
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So far, most hospitals in India are 
owned and managed by either 
trusts or large corporations. So, for 
instance, in Mumbai, the Jaslok or 
Hinduja hospitals are run by 
trusts, while the newly-opened 
Wockhardt Heart Hospital in sub- 
urban Mulund, as the name sug- 
gests, has been set up by the 
pharma major. The Hyderabad- 
based Apollo Hospitals group, too, 
is run like a corporate, even 
though its promoter Prathap Reddy is a 
doctor. Asian Heart, on the other hand, 
is different. A large chunk of the hospi- 
tal's equity has been raised by a team of 
nine doctors, who have a stake in the 
hospital. Led by Panda, who doubles up 
as CEO, each of these promoter-doctors 


| are actively involved in running the hos- 


pital. Apart from having invested their 


| own funds, Panda and his core team 


have also invited equity contributions 
from doctors outside India. 
Now, that's akin to a co-operative 


| structure. So what's different, you ask. 


Well, at one level, this new ownership 
structure gives established doctors the 
freedom to practice medicine in just the 
way they want to, without any interfer- 
ence. "Doctors know best what patients 
want," says Sandip Rane, interventional 
cardiologist and an Asian Heart share- 
holder. Rane and his fellow doctors say 











Sandeep Rane, Ramakanta Panda and Bhaskar Shah find that setting up their | pass judgement. Since they don't have 
own hospital, Asian Heart, is more satisfying. But they are yet to make money 


there is considerable frustration in 
working for a trust-run hospital. Panda, 


who has worked in Jaslok, Leelavati and ` 
| N. Krishna Reddy, and cardio-thoracic 
| surgeon D. Prasada Rao, who have 
| brought in a major part of the equity. 
“When I came back to India from the US | 


Breach Candy hospitals, recalls it was a 
struggle to make hospital administra- 
tors more responsive to his demands: 


(in the early 1990s), I was promised the 
sky. But I subsequently became very 
frustrated.” If he wanted better inten- 


sive care units or equipment, he would : 


have to wait for months for administra- 
tors to do their cost-benefit analyses. 
And, perhaps, turn down his request. 
Even the quality of staff at the hospital, 
he felt, was not up to scratch. 


But cutting out the middlemen is | 
just one part of the story. Theresan even | 


more important benefit that a doctor- 


promoted model could deliver: quality | 
healthcare at affordable prices. As any | 
trust-run hospital will tell you, that is | 
mighty hard to do. Curiously enough, it 
has less to do with the profit motive and | 
more to do with doctors themselves. | 
Marquee doctors are few and far be- | 
tween. Most hospitals scramble to get | 
them empanelled. These doctors then | 
extract a handsome ransom by forcing | 
the hospital to constantly upgrade their | 
infrastructure and charging hefty pro- ` 
fessional fees from patients. Industry | 
watchers say the doctors end up captur- | 
ing a lion's share of the value. Though | 

| can take on more patients who pay for 
even if the hospital gets 60% of the total | 


doctors themselves tend to dispute this, 


billings, all the costs tended to be loaded 
against it. Now, with investments in ex- 
pensive equipment tied up, that allows 
very little pricing leverage. 

To top it all, retention is often a big 
problem as doctors can leave the hospi- 
tal at the drop ofa hat. “They quit when- 
ever the next big opportunity emerges,” 


says Sanjay Arte, general manager at | 


venture capital firm GW Capital. 
That is why, he says, it makes sense 
for doctors to participate in hospital 


ownership. “Ifthe hospital does well, the | 
| Bali, vice-president (operations) at cor- 
| porate group Wockhardt Hospitals, be- | 
lieves the emergence of corporate hos- - 
pitals that invest in technology may | 
have done away with the need for doc- | 
_ time consultants. And being under one 


value of their investment rises. There is 
an alignment of interests," he says. 


In fact, GW Capital is so bullish | 
about the concept that in 2000 it bought | 
a 26% stake for Rs 15 crore in the Care | 
| tors to venture out on their own. 
But experts say it is still too early to | 


group, a cardiac care hospital venture in 


Hyderabad. Started in 1997, Care is al- | 


' ready a 1,000-bed operation spread 
| across six centres. Here, too, it is doctors 


like cardiologists B. Soma Raju and 


These doctors worked together at the 
government-run Nizams Institute of 
Medical Sciences for 15 years before 
they decided to strike out on their own. 
50 far, other than Care and Asian 
Heart, there are no other examples of 
such initiatives that have taken off in In- 
dia. Even in the US, the same model is 
beginning to gain traction only recently. 


There, besides the need to practice | 
medicine their way, doctors also try to. | 
escape the pressures of managed care | 


| Systems on their income. Reports say x 
that by starting their own ventures, they | 


themselves (instead of depending on 


managed care organisations) and boost | 
| building a network of doctors who can 

So will this new model workin India? | 
It will take at least another year for con- 
clusive evidence to emerge. Yet the tim- | 
' Mandkes heart hospital in Mumbai, it 


incomes by 20-50%. 


ing of the two Indian experiments is in- 


_ teresting. Large corporations like Max, | 
| Wockhardt and Fortis are settingup cor- ` 
porate hospitals across the country. Un- | 
| like the trust-run model, these corpo- | 
_ rate hospitals offer branded healthcare, - 
_ where the doctor no longer acts as the | 
magnet that pulls in the traffic. Vishal | 
_ Bhaskar Shah — got talking. Says Rane: 
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marquee doctors on their panels, cor- 
porate hospitals take time to gain criti- 
cal mass. Wockhardt's Bali admits that 
doctor-driven hospitals tend to enjoy a 
headstart of at least 6-8 months over 
corporate hospitals. 

Doctor-owned hospitals have one 
big advantage: they pull in much more 
traffic from Day One, largely because an 
established doctor tends to shift his ex- 
isting practice to the hospital. Por insta- 
nce, Asian Heart's Panda has performed 
over 6,000 open-heart surgeries, and 
done a stint at the Cleveland Clinic in 
the US. Care Hospitals has, among oth- 
ers, founder chairman Soma Raju, an 
eminent cardiologist and Padmashree 
awardee, whose achievements include 
co-developing an angioplasty stent with 
President A.P]. Abdul Kalam. Because 
these doctors had a running practice, ali 
they had to do was move into Care or 





Asian Heart, Their patients quietly 
moved with them. 
At the same time, the trick lies in 


bring experience and capital. If the pro- 
ject hinges on one person, as it did in the 
case of late cardiac surgeon Nitu 


can come to a grinding halt (See ‘Man- 

dke Hospital: Waiting For Money’). 
Luckily for Panda, even in the early 

1990s, there were a few doctors who 


| were all thinking along similar lines. 


Then, Panda and two other specialists at 
Jaslok — Sandip Rane and cardiologist 


“Tthad been on our minds; we had never 

discussed it. When we got together, we 

realised we all wanted the same thing.” 
Doctors at Asian Heart are now full- 


roof helps them conduct many more 








operations. Take Bhaskar Shah. He used 
to practice at Leelavati Hospital and 
Kikabhai Hospital, besides Jaslok. But 
he is already doing several more an- 
giograms and angioplastys per month 
in Asian Heart than he did at all three 
hospitals put together. He has given up 
practising at Jaslok and Lilavati, and will 
soon stop going to Kikabhai as well. 
Meanwhile, Panda, who was doing 600 
surgeries a year, has already crossed 550 
from February till date. 

There is one more benefit in this 
model. It allows a hospital to have the 
right blend of youth and experience. 
Young doctors, who might have found it 
difficult to get a break in hos- 
pitals where senior doctors 
ruled the roost, can join Care 
as junior consultants. They 
may not come in with equity 
initially, but can do so at a later 
date. They start with a fixed re- 
muneration and are then 
groomed to do more surg- 
eries. "In a group, no doctor is 
more important than the 
rest," Arte says. 

Of course, this is just the 
start. Getting the economics 
right isnt that simple. Both 


Care and Asian Heart believe affordable 
prices will drive volumes. But there are 
hurdles. According to Shah, early inter- 
vention and non-surgical alternatives 
have ensured that the number of bypass 
surgeries performed each year in Mum- 


bai is down to 4,500 today from 7,000 | 


five years ago. Yet in the last year and a 
half, two new heart hospitals — Asian 
Heart and Wockhardt — have sprung up 
in the city. The competition has ended 


up making life tougher for all the five | 


leading hospitals in Mumbai. 
That queers the pitch for Asian Heart 
too. As a result, doctors are taking a cut 





in their professional fee. Typically, : 


USE PROF mea | ADVICE Ty tc to get outside advic | on 
you int need T help: in allocating costs and piani 
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Panda would have charged Rs 1 lakh- - 
1.25 lakh per procedure. However, at 
Asian Heart, he has taken a big cut in fee, 
charging Rs 40,000-80,000. A bypass 
surgery at Care costs Rs 80,000 in Hyder- 
abad, compared to 30-4096 more at cor- 
porate hospitals. Care also does not ac- 
cept cash payments. "The moment 
doctors start accepting payments by 
cheque they would have to pay 3096 of it 
as income tax. That leaves each doctor 
with lesser to take home,” says Arte. 

So what's the trade-off? The model, 
of course, assumes that the doctors will 
stand to make more money once their 
equity investments earn them divi- 
dends. That means both turnover and 
profitability targets have to be met. Are 
they? Care's turnover across three hospi- 
tals in Hyderabad is set to grow from 
Rs 65 crore last year to Rs 80 crore-85 
crore this year, and touch Rs 100 crore a 
year later. From 1496 last year, its earn- 
ing before interest, depreciation and tax 
(EBITDA) has touched 18-20% of in- 
come already. And this is expected to in- 
crease to 20-25% by the vear-end. 

Asian Heart, which is yet to compl- 
ete a full year of operations, predicts a 
cash break-even by early next year. It ex- 
pects to pay a 15% dividend to its inve- 
stors at the end of year two. So, by then, 
an Asian Heart doctor who ploughed in 
Rs 50 lakh as equity would stand to earn 
Rs 7.5lakh on this investment. 

Managing initial growth is some- 
what easier compared to the challenges 
of scaling up the model. 

The biggest challenge for these doc- 
tors would be to manage a growing or- 
ganisation even while performing their 
duties as doctors. Says Vivek Desai who 
runs hospital consultancy Hosmac: 
"Ihe problem they might face is provid- 


mulate Care and Asian 





START SMALL S Start with: a small number of beds. Ramp up pure 








ing professional leadership. Since the 
doctors are the owners, the tendency is 
not to delegate." 

There are sceptics like Wockhardt's 
Bali who believe doctors can never 
straddle the two worlds: "You cannot be 
adoctor and a CEO at the same time. Ul- 
timately, there is a lot of energy required 
to create and run an organisation." 

At Care, doctors are slowly realising 
that. But they hesitate to induct a pro- 
fessional at the top who, though quali- 
fied, might not fit in. Says Reddy: “Defi- 
nitely, we are looking for a full-time 
person at the CEO, or COO level.... But 
we have been reluctant to bring some- 
one (from outside Care). The best 
method is to groom from within." Inve- 
stors like GW Capital think a profession- 
als can bring objectivity. "Professionals 
won't get carried away by the latest in 
technology, for instance," Arte says. 

Asian Heart is more pragmatic. Al- 
ready, plans are afoot to hire a chief op- 


erating officer and a chief of medical | 


staff who will report to Panda and look 
after day-to-day administration. It is 
also cautious about scaling-up. Shah, 
the group's man of numbers, says his 
key focus is on driving operational effi- 
ciency and making the initial capital 


work harder. By reducing the average | 


length of the patients stay, Asian Heart 
believes it will need fewer beds to ac- 
commodate the same number of pa- 


expanding beyond the centre at Bandra. 


Contrast that with the somewhat | 


more aggressive strategy at Care. It has 
three large hospitals in Hyderabad al- 
ready. It says it has built these patiently, 
activating the next batch of 50 beds only 
after reaching 80% occupancy in the ex- 
isting ones. It has some smaller centres, 
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A business of caring: Cardiologists B. Soma Raju (L) and N. Krishna Reddy (R) 
with cardio-thoracic surgeon D. Prasada Rao at Hyderabad's Care Hospital 


including primary and secondary care 
ones, in the rest of Andhra Pradesh. Fur- 
ther expansion is also planned, but not 
in the near future. Investor GW Capital's 
Arte agrees: "We expect that they should 


, expand; they also want to do that. There 


is no disconnect there." 

But that could be the acid test. Ex- 
panding means finding like-minded 
doctors, who believe in the same values 


| as Care does. In smaller towns and 
tients. Also, it has no immediate plans of | 


cities, the right kind of skilled man- 
power and support staff might not be 
available. Both Care and Asian Heart 
want to set up smaller intensive care 
units and telemedicine centres in the 
hinterland. Care wants to invest Rs 2 


crore-3 crore each in secondary care | 
| units in every district, besides network- 
| ing through telemedicine centres. 


Aim for the Best 
with JobStreet 


Asian Heart’s Panda is banking on 
forming a loose network of doctors, who 
will set up 10-20 bedded intensive care 
units and telemedicine centres in 
smaller towns. So, while a patient is im- 
mediately attended to, he or she can be 
wheeled into Asian Heart if major 
surgery is required. This way, Asian 
Heart can leverage its biggest asset: 
knowledge, without putting up expen- 
sive capital. 

But, clearly, the reason why these 
doctors have taken such a big step cant 
be explained in pure business terms. It is 
a mix of personal aspirations and eco- 
nomic logic. Many doctors may not find 
the need to invest their hard-earned 
savings in a risky venture. But for those 
who've taken the plunge, this appears to 
be just what the doctor ordered. w. 
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Harris Miller will be the keynote speaker at the | 


Businessworld-Nasscom Infocom 2003 semi- 
nar to be held in Kolkata on 16-19 November. 


HERE is an expression in America: 


when things are too good to be | 
true, they probably are. Such was | 
the case for information technol- | 
ogy (IT), where people were much | 
in thrall of the ability of IT to create wealth and | 
jobs, innovate and increase productivity ina | 
seemingly endless stream. IT became the goose | 
that laid the golden egg, cold fusion and Ali | 


Babas cave, all wrapped in one tight package. 


This year the IT industry in the US is seeinga | 


convergence of policy issues, primarily involv- 


ing the global nature of the IT industry, that has | 
brought the most soaring expectations and | 


cherished perceptions back down to earth. 
With the economic recovery slow to materi- 
alise, and vocal IT workers raising concerns 
about their futures and careers, policymakers 
are increasingly focussed on something that 


the Information Technology Association of | 
America, the nation's leading IT trade associa- | 
tion, has been raising for several years — the | 


global nature of our industry. 
There are several facets to globalisation: 
Business immigration: Fearing that Americans 


are losing jobs to foreign workers, there is a | 
growing movement to eliminate or restrict cer- | 
tain business visas categories such as H1-Band | 


L-1. The free movement of people between 
countries is one of the last non-tariff trade bar- 
riers to fall. US workers are understandably 


concerned about what they perceive as cut- | 


rate competition from overseas counterparts. 
What they often do not see, however, is the 
worker protections built into the programmes, 
the contribution of foreign workers in building 
companies and adding to domestic employ- 


ment, and the requirement that multinational | 
corporations play a competitive game on a | 


global stage. Targetting the relatively small 


number of visa holders misses the larger issue: | 











globalisation is a reality of our industry that is 
not going away. And the real threat to US jobs in 
IT may be offshore outsourcing. 

Offshore outsourcing: The US IT industry is 
second to none, and US IT workers are a major 
reason why this is so. But America’s prowess as 
both a buyer and seller of IT products and ser- 
vices has not gone unnoticed by global com- 
petitors. ITAAS annual report on the IT work- 
force (http:/ /www.itaa.org/workforce/studies/ 
03execsumm.pdf), released in May, first docu- 
mented the plans of IT and non-IT companies 
to outsource more IT jobs offshore in the next 
year. Since then, news accounts of companies' 
plans have been prevalent. The boundaries of 
time and space no longer apply to many types 
of IT work, and high-speed, high-bandwidth 
Internet connections have facilitated company 
decisions to outsource overseas. This is the new 
global reality for USIT companies and workers, 
and we must meet it with a new spirit of com- 
petitiveness. As a nation, we must recognise 
that we don't win races by erecting barriers, but 
by training harder and running faster — and by 
challenging our international competition to 
do likewise. 

A recently released ITAA position paper on 
global outsourcing and offshore development 
emphasises the need for the US IT industry to: 
@ produce overall best value IT solutions; 

Wm encourage education and training of future 
and current workers in the US in technology- 
related subjects; 

N strive to level the playing field internationally 
to create new opportunities for the sale of 
American IT products and services; and 

W avoid protectionist steps that shrink global 
markets and trigger reciprocal measures from 
trading partners. 

These are not inherently American princi- 
ples; indeed, we encourage all nations to pur- 
sue a course of product value, education and 
training, open borders and expanded interna- 
tional markets. 

Increased Protectionism at Home: One way to 
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t try and protect jobs is to raise trade barriers - 
particularly where government is the cus- 


tomer. A US House of Representatives-passed 4 
auem to one recent defence bill inserted ` 
a ‘Buy American’ provision. This measure | 


would require the Department of Defense to 


| Pe a one- way street. To the extent thatà » he 
. countries close. markets to US competitors, 
| raise trade barriers, restrict government pro- 


eu to Mp iud firms and fail to Wc 


have 65% US content in the goods it buys, up. | in 


from 5095. Such an approach would have huge . 


consequences. This is an example of what we fat 3 


calla *unicorn" provision — because what they 
want to buy doesn't exist. For example, flat- 
. panel screens are no longer made in the US. 


Compliance would mean recreating entire in- ü 
dustries in the US for only one client, the De- - 

partment of Defense. ITAA is vigorously advo- | 
 cating for the Congress to drop this provision | 


and similar ones included in spending bills. 


Our recent white paper on Buy American is | 
available on the ITAA website: http://www. |- 
| the wold, is already am al ket 


i itaa.org/ govt/docs/itproblemwithhr1588.pdf. 
— And current efforts are not confined to the 


| federal level. States are also becoming involved. | 
~ The New Jersey senate voted to bar the state o. 


B gona] IT, n irom 


ware Role to mimo he imitgorernmen in China. 
Other countries must also be buyers of 


it ba aoe based i in | 


dustry, but it should be an. even AP RAN onein 


thevery near future. _ 


from granting government contracts to firms | 

~ that outsource overseas. The bill died in the B 
House, but other states are considering similar x c " 
bills; these are expected to gain new momen- | to 


IDRBT, established by the Reserve Bank of India, is the 
beacon of Banking Technology in the country. Our 
activities include management & operation of INFINET, 
Structured Financia] Messaging System, Mail Messaging & 
Web Based Services, Certifying Authority and R&D. We 
invite Performance-driven Professionals for the positions of: 


DGMs (INFINET/CA-PKI/SFMS/MMS): Post 
Graduation (First Class) in IT/CS or related areas with 
around 12 years of professional experience, with the last 
3 years, at the level of Project Leader/Managet in 
Network/Applications/Service Management and/or 
related areas. Age: Around 38 years 


Project Managers (INFINET/CA-PKI/SFMS/ 
MMS): Post Graduation (First Class) in IT/CS or related 
areas with around 8-10 years of professional experience in 
Network/Applications/Service Management and/or 
related areas. age Around 35 years 


Dur vasi da si innovation and people are iA 





Relationship Executive: Graduation in Engineering | 
(First Class) in IT/CS or related areas with Post Graduation | 
in Management and 3-4 years of experience in Marketing of | 
IT Products/Services. Age: Around 30 years 


Finance Executive: Graduation in Science/Engineening U 
(First Class) and Post Graduation in Finance, 3-4 yrs. | 


experience in Finance Management. Age: Around 25 years | 


Project Executive(s) /Systems Engineer(s): Engineering | 
Graduates (First Class) in IT/CS or related areas and with ; 
3-4 years of experience in Network/ Applications in Project/ | 
Technical areas. Age: Around 25 years x 


E-Learning & Program Executive: MBA with in-depth | 
technical knowledge & expertise in E-Learning (product i 
development & management), Learning Management | 
Systems, excellent communication skills with around 5 years ; 


of experience. Age: Around 30 years 


Criteria relaxable in case of Professional Bankers with related experience. Compensation Package includes perks and is at par with U 
the best in the industry. To be a part of our Strategic Technology Team, apply within a sos to: 

THE DIRECTOR, INSTITUTE FOR DEVELOPMENT AND RESEARCH IN BANKING TECHNOLOGY | 

Castle Hills, Masab Tank, Hyderabad — 500057 or e-mail it to recruit2003@idrbuac.in; Web: www.idrbtac.in | 





Mala Bhargava is with | 
Cyber Media and edits | 
Living Digital. 

You can email her at 
malab@cmil.com 








For many 
years 
now, 
Palm’s 
PDAs 
have 
been in 
India, but 
couldn't 
make 
much ofa 
dent. But 
things are 
set to 
change 
now | 











by mala bhargava 


This Palm itches 





for more 


ALM, the world’s biggest maker of 
handhelds, is busy launching new 
models of its popular Palm PDA. It 
has launched them in India too. But 
mostly, you wouldn't know it... 

For many years, Palm has been there in In- 





| dia, yet not quite there. Consumers usually buy 


these PDAs abroad. After all, a reasonably fea- 
tured Palm can cost as much as alow-end PC in 
India! PDAs have not only been priced high to 
begin with, but they become even more expen- 
sive due to high import duties. So demand is 
low and the company keeps a low profile as it 


| waits and watches. And potential consumers 


stay unaware and demand remains low — a vi- 
cious cycle no one can break until the company 
does something big to develop the market, or a 
killer app changes the scenario. Or prices fall. 
Sadly, nothing like this has happened and 
the handheld market in India remains 
abysmally small. Globally, there's been a big 
slump for handhelds recently, perhaps because 
the economy been so sour and they haven't 
been on the list of essential IT purchases. But 


| Palm is hopeful that things will pick up now, 


and feels the Asian market is poised for growth. 
A few days ago, my colleagues and I met 


| Palm evangelist Paul Leeper and his bagful of 


gadgets. He assured us Palm was all set to ramp 
up its operations in India. No, they won't open 
an office or have a team here. Instead, they will 
get their distributors, Tech Pacific, to dedicate 
some of their top resources to market and sell 
PDAs and accessories in India. He said Palm's 
new models are available here at reasonable 
prices. The $99 Zire 21 is available for Rs 7,500 
and the camera-enabled $299 Zire 71 for Rs 
22,500. The pro-oriented Tungsten range in- 
cludes the Tungsten C, Tungsten T3 and Tung- 
sten E, at Rs 37,500, Rs 29,900 and Rs 14,900 re- 
spectively. Service and support will be a phone 
call away or accessible through their website. 
Back to Leeper's bag from which he whipp- 
ed out a Palm a minute along with various con- 
nectivity accessories. Just out is Palm's Tung- 





sten T3 with its slide-open display. One little 
pull and you get more display space including a 
virtual keyboard if you want. This Bluetooth- 
enabled business PDA natively reads Microsoft 
Word and PowerPoint files, among others. You 
can even see Excel sheets in landscape mode. It 
has a good collection of software, including 
Documents-to-Go. But the most popular bit of 
software seems to be the Palmasutra. It's got a 
voice recorder, an MP3 player and a brilliant 
colour screen for photos and videos. No cam- 
era though. You'll find the camera in Zire71, 
which is exceedingly multimedia-rich for its 
price. Meant to be an entry-level gadget for the 
young professional, it actually has the works — 
camera, MP3 player, for which you'll need a lit- 
tle expansion card, 16Mb of RAM and a bright 
backlit display. The name Zire is supposed to 
have been thought up as a derivative of desire. 
If that's anything to go by, consumers seem to 
like it. Palms new Tungsten E is a combination 
of business and multimedia capabilities. It is 
light and sleek and meant for the executive who 
also needs entertainment on the go. It has a 126 
MHz processor and 32Mb RAM. There's also 
the Tungsten C, which has software that lets it 
connect Wi-Fi and integrates well with Office 
apps, and the Tungsten W31 which works with 
GSM and GPRS by taking in a SIM card. 

Palm has many versions of its PDA, all hi- 
tech, neat-looking and feature-rich. They are 
also intuitive, particularly with their Graffiti 
handwriting recognition system. In fact, the 
PalmOS is strong and licensed for use with 
other devices. The company (soon to be called 
PalmOne) is about to acquire rival Handspring 
and also spin off its software division, Palm- 
Source. The Palm PDA needs more than just 
word of mouth to kick start the Indian market. 
While Palm waits for the government to sort out 
its taxation scenario, for the consumer to dis- 
cover that this is more than a digital diary, for 
enterprises to find that killer app that would 
make them adopt it, it has to make sure it stays 
rooted in India with products and support. Bi 
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NEXT time you feel 
Á homesick in Paris, hit 
the fashionable Rue 
du Faubourg St An- 
toine and walk into 
MP nagas 74. The green 
hills of Darjeeling might greet 
you. Only, you may not find the exquis- 
ite variety of Indian tea, but piles of lin- 
gerie labelled 'Darjeeling. Yes, even 
green if that's your taste. If you're in Nor- 
way, you may use Darjeeling telecom 
products. Not to mention a whole host 
of services and products like perfumes, 
coffee and soft drinks that sell under the 
Darjeeling brand around the world. 
However, this is perceived as misuse 
and infringement by most people in the 
Darjeeling industry. Unlike France, 
which has put its might behind protect- 
ing the word ‘Champagne’, and Scot- 
land, which is fiercely protective about 
the 'Scotch' whisky brand, India has so 
far failed to protect one of 
its most recognised icons 
globally — ‘Darjeeling’. 
“India has a global com- 
parative advantage due to 
a global Indian brand 


DA 








Trouble 
In a tea pot 


called ‘Darjeeling’,” mar- 
keting strategist Al Ries 
once remarked. But have 
we done enough to pro- 
mote and protect it 
against usurpers who reap 
the benefits? 

India faces this problem on two 
fronts. One, when non-tea products use 
the name. And two, when othertea, usu- 
ally inferior, is branded as Darjeeling tea 
— either by blending it with Darjeeling 
tea or by itself. For instance, just 10 mil- 
lion kgs of Darjeeling tea is produced 
every year but 40 million kgs of tea is 
sold as Darjeeling tea worldwide. Con- 
sider why: the world over, this 'Cham- 
pagne of teas' is an integral part of the 
Prada-QEII cruises-Swiss finishing 
schools lifestyle. While the auction price 
of organic Darjeeling tea is only around 
$3-5 per kg, it retails at $350 per kg in 
Japan, at $100 per kg in the US, $40 per 
kg in Germany, $200 per kg in the UK 
and $150 per kg in France! 

Not that the govern- 
ment isn't aware of this. A 
commerce ministry docu- 


Board, a government body 
that looks after the devel- 
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ment compiled by the Tea | 


DARJEELI. .G 


So far the name Darjeeling has been 
associated with this picturesque hill 
town and its unique variety of tea. 


But not anymore 







opment, promotion and 
protection of Indian tea, 
says all sorts of products 
and services are selling 
under the ‘Darjeeling’ 
name globally. But the gov- 
ernment has to fight a long 

and hard battle to protect the brand. 

A case in point is Russia, a non-WTO 
(World Trade Organization) country 
with civil law jurisprudence. Here the 
Tea Board's application for registration 
of Darjeeling was objected to due to a 
prior registration of an identical word in 
the name of a company called Akorus. 
Cancellation proceedings were filed 
against Akorus but it filed an assign- 
ment deed, assigning the registration to 
a company in Siliguri called Kamasutra 
Tea (KTL). The cancellation action was 
disallowed as registration in the name of 
KTL as a Darjeeling-based company 
would not confuse or deceive a pro- 
posed customer. However, KTL turned 
out to be a fictitious company and the 
Russian Patent Office had to cancel the 
trademark. 

But why this fuss about the use ofthe 
brand or the logo in non-tea products? 
Ask Rajendar Kumar of Kumaran and 
Sagar, a law firm that represented India 





in the Basmati case and is 
now handling the Tea 
Board's Darjeeling acco- 
unt. He contends that 
even though the product 
sold might not be tea, 
there is the issue of dilu- 
tion ofthe reputation of Darjeeling tea. 
Passing off Assam, Sri Lankan or 
Nepalese teas as Darjeeling tea also 
needs to be checked, as the consumer 
must know if he is buying 10096 Darjeel- 
ing tea or a blend with another tea. The 
economic loss to the planters and India 
as a whole is another serious concern. 
After all, UK's single largest food export 
to Japan was Scotch whisky in 1997 and 
it dominated the Japanese whisky mar- 
ket with a marketshare of 76.5%. 
Fortunately, the tea industry is get- 
ting its act together to counter this prob- 
lem. To begin with, in 2000, the Tea 
Board initiated the Certification Trade- 
mark (CTM) for the Darjeeling name 
and logo. Anyone dealing in Darjeeling 
tea must enter into a licence agreement 
with the Tea Board against an annual li- 
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cence fee. Only me 
then will a Certifi- SEES 
cate of Origin be 
granted for export 
consignments to 
establish authen- 
ticity of the tea sold. 
The Tea Board has 
made it mandatory 
for all companies 
marketing Darjeel- 
ing tea to have its 
seal of approval 
and the Darjeeling 
logo on their pack- 
aging. This takes 
care of protection of ‘Darjeeling’ in the 
pro-CTM countries. 

But the best platform for protecting 
Darjeeling tea is seeking a Geographical 
Indication (GI) status for it. In Article 
22(1) ofthe Trade Related In- 
tellectual Property Rights =- 
(TRIPS) Agreement 1994, 
under WTO, GIs are defined 
as "indications which iden- 
tify a good as originating in 
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Hang on, wasn't ‘Darjeeling’ synonymous with tea? 


the territory of a member, or a region or 
locality in that territory, where a given 
quality, reputation or other characteris- 
tic of the good is ... attributable to its ge- 
ographic origin". India being a WTO 
member is entitled to the 
= benefits under the TRIPS 
mandate. This gives GIs an 
edge over CTMs as a pro- 
CTM nation like the US is 
also a member of the WTO. 









Instances of infringement 


Country Forms of use 


France Darjeeling 


Germany 


Darjeeling logo 


Divine Darjeeling/Darjeeling 


Japan with India map/Darjeeling 


Norway Darjeeling 


Russia Darjeeling/Darjeeling logo 
SHEET Ee Sakir Darjeeling 


US Darjeeling Noveau 





Why Darjeeling tea qualifies as a GI 
is because its quality, reputation and 
characteristics are due to its geographi- 
cal origin and cannot be replicated else- 
where. The Tea Board has already filed 
an application for Darjeeling with the 
registry under the GI of Goods (Registra- 
tion and Protection) Act, 1999, that 
came into effect on 15 September 2003. 

The next step isto protect the tea un- 
der Article 22 of TRIPS. This is a raw deal 
for commodities like Darjeeling tea be- 


ho’s who. And the who’s he. 


Product and services 


Perfumes, lingerie, 
telecommunication 


Device applications 


Coffee, cocoa, tea, 
soft drinks 


Telecommunication 


cause a producer 
must be able to 
prove unfair com- 
petition posed by 
another seller in or- 
der to apply for pro- 
tection of his own 
brand, whereas the 
wines and spirits 


Tea 


Tea task. 


Tea 


under Article 23 are 
exempt from such a 
European 
wines and spirits 
like Champagne, 
Cognac and Sherry 
are effectively the only GIs under TRIPS. 
For all other commodities 
protection must be sought 
under Article 22. 

So to check this imbal- 
ance, extension of protec- 
tion under Article 23 to pro- 
ducts other than wines and 
spirits is essential for Dar- 
jeeling tea. In this regard, a 
proposal to create a multilat- 
eral register, wherein GIs of 
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DARJEELING 


WTO member na- 
tions may be en- 
tered for record is 
under way. Also, 
the talks between 
the Tea Board and 
UK Trade and USA Trade are likely to re 
sult in a better system of international 
governance of such products. 

The Tea Board has initiated negotia- 
tions and oppositions to tackle the 
problem of infringement. Of the 15 in 
stances reported, five have been suc 
cessfully concluded in countries like 
Japan, Sri Lanka and Russia, six were un 
successful and four are still pending. 

Where does this leave us? 
Take Columbia Coffee. In the 
last decade alone it has re 
built its brand so much so 
that global giants like Nestle, 
Starbucks and Maxell House 
now boast of the legend 
‘contains Columbian Coffee’ 
on their products. It is defi 
nitely time to wake up and 
smell the tea. 
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VIKRAM SHAH 


HE oldest profession in the 

world continues to modernise 

itself. In Australia, a brothel has 

gone public. In India, it has 

taken to the Net in a big way. To 

understand how, you could 

register at Indiatimes' dating service. Af- 

ter getting a tip from one of our readers 

that beneath its email-, chat- and astrol- 

ogy-filled pages is a world where solici- 

tation is rife, your correspondent regis- 
tered at the site as darth_vader666. 

A profile search of Indiatimes Dating 

revealed a lot. Lurid profiles that spell 


b 


The-oldest 
prolession 
hasnow= 


don't know the extent to which it (solici- 
tation) is prevalent." When contacted, 
Pradnya Sarvade, deputy commissioner 
of police (Enforcement - Crime Branch), 
Mumbai, admitted she had no idea 
about trafficking on the Internet. 

This is how it works. Soon after the 
registration, the first message arrived. It 
was full of bad grammar, spelling mis- 
takes, but it was a clear invitation. "Hi, 
this is not Khusbu this is Shree I got 
girls.... contact to Shree 982xx [Ed: We 
have a documentary proof of the mes- 
sage but have chosen to keep large parts 
unpublished in the interest of discretion). 
It was a surprising answer to a harmless 


g 0 


started-usire = 


@oniine dating 

websites 
tO ZIEEESUGE 
custonfieg 


BW meets the intermediary, Shree (left), at the appointed place on Linking Road 


out in no uncertain terms that "Anyone 
interested can mail me for lots and lots 
of sex”. Photographs of small-time mod- 
els and starlets are used to bait prospec- 
tive clients; many of the online profiles 
have the same photographs. 

To be fair, Indiatimes is probably a 
victim of circumstance. It hadn't realised 
its dating service was being misused. At 
the times of going to press, it had re- 
moved quite a few such pages from the 
site (We have copies of these pages) af- 
ter BW intimated them. Speaking to 
BW, Times Internet CEO Mahendra 
Swarup, said: “Since it is a free site, we 


ow. — mz 
I 





request for a date. Way beyond what one 
had bargained for. Then, again, some- 
one might be playing a practical joke! 

The solution: take the transaction 
offline. We called Shree. "Haan Sir, 
aapka mail mila, bahut khushi hui 
aapne phone kiya." Could we meet? 
“Kyon nahin.” The date is set, the trap 
sprung. "Meet me at Linking Road, Ban- 
dra, at 1:00 p.m. sharp tomorrow." 

It is 1:00 p.m. and I am standing 
alone at the appointed place. 1:10 p.m., 
no one so far. The clock advances to 1:30 
p.m., and I am still waiting. Looks like a 
false alarm. 1:35 p.m., and asI prepare to 
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leave, “Darad?”. Yes, Darth can be pro- 
nounced that way. A thin and slightly 
built Shree is finally here. He is happy to 
see a young customer. He is so happy 
that he is willing to waive what he makes 
on the ‘deal’. In manner of speaking, I 
only have to pay for the house and not 
the broker. He even offers to buy me tea. 

Over the cup of tea, he talks about 
his business. Shree refers clients to his 
subordinate, who then meets clients 
with a rate card and photos. Once the 
client decides what he wants, he has to 
pay in advance. And then, he gets three 
hours. Shree isn't concerned about the 
occupational hazards. "Saara Mumbai 

apna sheher hai." The women 
themselves live in suburban 
Mumbai, anywhere between 
Bandra and Andheri. 
Although smut and porn 
, Sites are as old as the Net itself, 
today it has opened up a new 
and inexpensive channel for 
solicitors. Indiatimes.com of- 
fers free listings on its dating 
site. And for every genuine 
user, there is one offering mas- 
sages, escort services et al. 
What is the story at other 
popular websites? They are not 
foolproof either, but there ap- 
pears to be some moderation 
on Yahoo and Rediff — Yahoo 
keeps blocking access to ex- 
plicit Geocities pages. And 
when a senior colleague sent in 
a profile to Rediff's matchmak- 
ingsite stating that he was mar- 
ried, he was declined member- 
ship. MSN India has tied up 
with Match. com for its dating 
service. This one does a fair 
profile check. 

Legal opinion on the issue is clear 
and unambiguous. The goings-on are il- 
legal. Soliciting is an offence under the 
Immoral Traffic Prevention Act, 1956. 
What is not clear is who the liable party 
is. "The law on a site's liability with re- 
spect to the posting of material by third 
parties on its website (message boards, 
etc.) is still a grey area... The website may 
not be liable for an offence under the 
Act," says Vivek Kathpalia, associate, 
Nishith Desai & Associates. 

Thus, legally, the Internet sites are in 
the clear, while the sex brokers are 
laughing all the way to the bank. R 
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BROWSING 


Kiran Mazumdar Shaw 
CMD, Biocon India 


Inormally read at least two books at a 
time. This time both deal with my 
sphere of interest. THE KING OF 
TORTS by John Grisham is fiction, a 
legal thriller based on class action 
suits involving the marketing of un- 
safe drugs through suppressed infor- 
mation on clinical trials. This is obvi- 
ously interesting for someone like me 
who is so involved in this area. 

AS THE FUTURE CATCHES YOU by 
Juan Enriquez is a racy book on how 
new technologies and genomics are 
transforming our lives. Great for a 
technology bufflike me. It’s a fasci- 
nating, thought-provoking work. 
These days I seldom read fiction and 
of late I have tended to pick up books 
related to the pharma industry. Like 
The Constant Gardener by John Le 
Carre — another interesting book on 
unethical clinical trials. LÀ 


ALERT 


Do Not Dig A Grave... And Bury 
Your Career! 


By D.N.B. Singh (Macmillan India) 


THIS is a career guide 
for young managers 
coping with the 
transition from college 
to the corporate world. 
Its well thought out 
topics cover every- 
thing that a first-time employee 
would need: from handling the 
boss to coping with work 
challenges creatively. It stands 
out from the litter. That is, 
perhaps, why Narayana Murthy 
of Infosys recommends it. 
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NAVJIT GILL 


which 


more money in the mar- 
kets if you buy low? The 
whole thing sounds in- 
credibly banal, but Yes, You Can Time the 





Market! is worth the price of admission | 


just to understand why it is not. 


Every investor worth his salt knows | 
the hoary money-making principle: buy | 
low, sell high. Do that even afew times | 


and you can make out like a genius. The 
trouble is people just can't seem to agree 
on what is high or low when it comes to 


stock prices. Every time someone sells a | 


stock, believing the slide in nigh, there is 
a gent out there with a com- 
pletely contrary view, will- 
ing to snap it up. This dif- 
ference of opinion is so 
sharp, one of the players 
will obviously be wrong, 
often terribly wrong. 
Because most folks 
don’t agree on high or low 
price, it’s easy to sell them 
the idea that timing the 
market is pointless. You 


SELECTION 


Not much on 


productivity 


T'S getting increasingly difficult to 

write a business book that says some- 
thing new. LESS IS MORE (published by 
Portfolio) tries very hard to come up 
with new ideas to proclaim on a topic 
that is pretty interesting as the subtitle 
suggests (How Great Companies Use 
Productivity As A Competitive Tool In 
Business). At a time when companies 
all over the world are desperately trying 
to figure out new ways to improve pro- 
ductivity, the title captures the soul of 
this struggle. Yet the book turns out to 
be less than satisfactory. 

Author Jason Jennings sets out to 

identify productive companies by look- 


BUSINESSWORLD 64 10 NOVEMBER 2003 


OULD you read a book 

conclusively | 
proves that you make | 
| resented by an index like the S&P 500) 








Get smart, 











should just buy and hold. And pray. 
Some years back, Wharton's Jeremy 
Siegel proved that buy and hold does 
workin the American market— you can 
buy the market (that is, the market rep- 


on any day of the month and over the 


| long run your stock investment will 


make more money than any other in- 
vestment class. The only glitch is that 
the time period for that to happen in 
every case of buy-and-hold is a mind- 
numbing 30 years. It isa much shorter 
12 years in India, but then the Sensex 
hasn't been around as long as the Dow. 
Ben Stein and Phil DeMuth tell you 


| bluntly that if you are a long-term in- 


vestor, some times are definitely better 
for buying (and, of course, selling) the 
indices than others. 





YES, YOU CAN 
TIME THE 
MARKET! 


sen Stein and Phil 
DeMuth 

John Wiley and Sons 
Paves: 186 


price: 524.95 


ing at unimaginative data such as rev- 
enue per employee, return on equity 
and return on assets, operating income 
per employee and so on. Companies 
that do far better than the industry aver- 
age are short-listed. Companies such as 
Nokia or Southwest Airlines, which are 
heavily exposed, are given the go-by as 
are many others that the author fears 
may ‘pull an Enron’. Then he proceeds 
to draw insights from his final list —The 
Warehouse (New 
Zealand), IKEA, 
Yellow Freight, Nu- 
cor, etc. — through 
CEO and employee 
interviews. 
Nothing wrong 
with all this except 
that he offers no new 
insight even though 
the detailing may be 
new. There's a chapter 





Even superficially, the argument sounds 
plausible. Imagine if you had bought the 


Sensex when it was floating listlessly at 


 sub-3000 levels. Every indicator was 
. screaming under-valued. But then who 


wants to touch stocks when theyareina ` 
bear hug? As any market theorist can tell 


you, that is precisely the best time to 
pick them up. The authors have used 
reams of historical data to show not just 
when to listen to the indicators, but also 
which ones to use and how simple itis to 
do so. The book conveys one single 
thought, backs it up with rigorous data, 
and does not confound the issue with 
ambiguity. That alone makes this 
probably one of the better books on in- 
vestment. 
`- The authors detail how to use vari- 
ous metrics to time the markets. The 
four indicators they have pinpointed in- 
clude the inflation-adjusted value ofthe 
index in relation to its 15-year moving 
average; the price-earnings ratio com- 
pared to its 15-year moving average; the 
dividend yield, again stacked up against 
the moving average; and fundamental 
. value, or Tobin s Q, compared to its mov- 
ing average. The buy signal goes off 
every time the chosen indicator is below 
its moving average. 


a : esi d burenucracy,w which the. 




















Th ° the nh 5 bernie tl too many Y people 
in customer service. "We don't take any 
phone calis... because people keep you. 
onthe phone all bloody day. We employ 
— four people in our customer. service de- 
z partment. very complaint must be in ` 
ae and we undertake to respond | 
within 24 hours." This revelation is 
: interesting, but, for the rest, the book - 
: omes up with hoary. management 
x saws: nei companies always build 








| npil itic 
Narayan in Swamy's Jonis listic ` 
dossier on the life and. strug m 


one place and its vengeful 


BEN STEIN is an econo- 
mist, Investor, tawyer, 
actor and humourist who 

successfully balances. a 
professional life with his 
diverse interests. He is 
EE the author of several 
books on finance and host of an 
Emmy Award-winning game show 





PHIL DEMUTH is an investment advis- 
er and psychologist with a long- 
standing. interest in the stockmarket. 
He also writes on the markets and 
human behaviour 


——Ó——ÁÁ————'—— ———————————————————— 


Read the book to see how a market 
timer can outsmart a buy-and-hold 
purist by using different indicators. 
Even a systematic investment plan 
wont help you outperform the guy who 
only gets into the market when a buy 
signal is flashing. Of course, the more 
frantically the signal flashes — that is, 
the wider the difference between the 
moving average and the chosen indica- 
tor — the bigger the returns. 

The authors’ analysis reveals that an 
investor who used any of these four 
market timing signals to time his pur- 


chases of the S&P 500 over the course of | 
the entire 20th century, did 39% better ` 
| than the guy who sunk his money into | 


gles of Vellupillai Prab- 
Pakan the ruthless, in- 


look objectively at the evotutio 
Liberation Tigers of Tamil Eela 
dreaded.band of killers. Swamy has 


i 


the island’ $ ethnic divide. And so even. 


island nation’s kaleidoscopic beauty at ` 
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lived in Colombo and is a journalist with. : 1e (ss of a jour 
strong, credible sources on both sides of | theo a teris 


as we are taken on a guided tour ofthe 


of time. 
JAWED. NaQvi 


There will be fewer contrarians. 


the index every year and 44595 better 
than the naive investor who put in. 
money only in the years when none of — 
the buy signals was flashing. 

Moreover, combining the indicators 
is a good idea. The investor who gotin 
the market when all four indicators s 
nalled a buy made more than the guy. 
who waited for just one or two green 
lights. The longer the time he stayed in- 
vested, the better the returns. ; 

The book ends on a sobering note | 
though. The authors point out that fora 
number of meas rements the prices Í f 
US shares are still fantastically high. At 
the time of writing the book, the? 
P/E was at 30 times earnings, way above — 
its 100-year average of about 16. May! e 
the Sensex isn't fully valued yet; But 
there is something an Indian investor — — 
should keep in mind as he reads this ——— 
book. Ifenoughinvestorscotton on tO ^ 
market timing using price and funda- 
mental analysis, the opportunity to ` 
make money will evaporate. Most in- 































 vestors will want to sell close to histori- 


cal market peaks and buy on the dips. 
and 
the returns from market timing will be- 
come a thing of the past. Sad, but that's 
10w the market really, really works. 8B 
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HE gas policy announced by the Centre is 
.  notreally new; most of it has been in place 
.' fora while. It is at least three years since the 
government announced it wanted to ap- 
bh! . point a regulator. The intention awaits the 
m passing of the Petroleum Regulatory Bill. The government 
did nothing for all this time; now it repeats its announce- 
ment, and adds the obvious, that until one is appointed, it 
willact asthe regulator itself. The petroleum minister likes 
o feel important, and having discretionary powers helps. 
In telecommunications or power, the role of a regula- 
~ toris obvious. Competitors in these industries have to co- 
operate in.order to give customers seamless service. A 
caller has to be able to call a customer of another service; 
power generators have to share 
transmission lines and trade 
their surpluses. There is no 
." such obvious role for a gas reg- 
_. ulator. In theory, anyone could 
lay a gas pipeline for his own 
.. use or for hiring out. Pipelines 
— donot have to interconnected. 
Since they are capital-inten- 
D sive, it is in everyone's interest - 
- to hire out surplus capacity. ` 
< And the cost would keep over- 
investment in check. An obli- 
gation on pipeline owners to . 
rent out capacity — to act as 
common carriers — may wea- 
ken the incentive to overbuild; 
but this obligation can be im- 
posedon pipeline owners with- 
out imposing a regulator on 
| them. That was Ram Naik’ original plan. 
? So what does the government want the regulator to 
s do? It expects. him to prepare a "perspective plan for the 
growth of gas pipeline network in various States and 
across various Regionsin consultation with the State Gov- 
rnments to enable industrial growth, development of 
“suchnet works: and extensive commercial usage of gas”. In 
= these days of dynamic private enterprise, when the Plan- 
= ning! Commission has become toothless and useless, this 
` idea of havinga perspective plan for gas. sounds incon- 
gruous. The whole idea seems to be to build uneconomic 
pipelines to remote places which will transport little gas 
— and which will need cross-subsidisation. That will 
. mean overcharging the consumers close to the sources of 
gas; the regulator will become the arbiter of this tax-and- 
subsidy regime. And since subsidies invariably have a po- 
litical colour, private pipeline owners will have to keep 
running to the petroleum minister. 
The cross-subsidies will be not only from profitable to 



































Beyond a common carrier 
obligation, gas development 
needs no help from the 
perrotenm — 





Maie HALE Arv manana Ak STAR mm pete Rea NA att t e NE REV rename ta apu, 


— reti eri mirar tae Ye mh e mpra re d ded dr rpm ai aa i nA wawa-ta Y rev ine um iram td 


profitless consumers; fies; will be hom n profitable to ba 
making pipelines, And private pipeline owners may ob- 
ject to their profits being taken away to subsidise con- 


sumers in, say, Jaisalmer. It is best to eliminate such 


troublemakers. So the new policy says that gas transport 
will become a monopoly of the ministry's own daughter, ` 
the Gas Authority of India (Gail). That i is the none-too-se- 
cret core of this policy — itis designed to reserve a fat busi- 
ness opportunity for Gail, and to exclude private firms. 
Itis obvious whose brain is behind this policy; onecan. . 
almost see the gears of Ram Naik's mind cranking away. 
From the jubilation at the Supreme Court's sabotage of oil 
company privatisation to assuring that the government 
gas company gets a monopoly, there isa unit of princi- 
ple. The minister enjoys power, 
and will do anything to ward 








At the moment, the policy's 
primevictim will be Reliance. It 
has discovered abundant gas 
off the east coast which it may 
. want to transport to the west 
coast; if this policy is imple- 
mented, Reliance will have to 
pay Gail a fat fee. It's not the 
only target; a number of firms, 
including BG, would like to 
land LNG in Gujarat and carry 
| itsouth and east. Ram Naikhas ` 
. neatly sabotaged their plans. 
Apart from power politics, 
there are economic arguments 
against freezing gas develop- 
ment in the hands of a regula- 
tor and Gail. Indiai is surrounded byssources of gas — Iran, 
Kuwait, UAE, Indonesia and Bangladesh, to ame justa 






few. More £ gas will also be discovered offsho Itcan be 
landed at many ports, and other, speciali sed ports can be ` 
created. Left to themselves, entrepreneurs will land gas at _ 


many points and transport it to consumption | points in- 


land. Coal is found chiefly in the Gondwana hills; it will : 
find a market close by in the East and North-east. The dis- 
| tances gas has to travel to the North will be longer, andit . 


will cost a bit more there. But the country will be covered 
with a network of pipelines in 10-15 years anyway; Ram 
Naik does not have to lift a finger to ensure it. 

Thereis a case for imposing a common carrier obliga- 
tion. If pipeline players build in some surplus capacity, 
there will have to be less digging and disruption: and some 
operators will be able to market gas without building their 
own pipelines, But beyond this, gas development needs 
no help from the petroleum ministry. Neither from Ram 
Naik nor from Gail. Let competition prevail. - a 
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Punjab National Ba 
Handles Up To 2 Million 


Transactions Per Day Using Oracle 














Punjab National Bank plans to automate all its 
4,256 branches across the country and 

provide efficient customer service. 

What do you use? 





email us at oracleindia in(Qoracle.com 
or call 1600 446 725 


Copyright © 2003, Oracle. All rights reserved. Oracle is a registered trademark of Oracte Corporation and/or its affiliates. Other names may he trademarks of their respactive owners. 
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TAMILNADU. 
For A 305 DAY 


HOLIDAY SEASON, 


















hing bath in the Courtallam 
- at EL Nilgiri hills. 
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of Fiche the sunset at Kanniyakumari. 
ik 
I 
š 
3 | 
D 
2 
: 
a 
Experience Tamil Nadu, the complete tourist destination 
AAD Tog, For details on TTDC's attractive package tours with excellent accommodation and transport facilities, 
z ` please contact: TTDC, Tamil Nadu Tourism Complex, Wallajah Road, Chennai - 600 002. India. 
à ' Ph: 91-44-25388785/25361640. Fax: 91-44-25382772. E-mail: dir-tour@tn.nic.in, 
> v. website: www.tamilnadutourism.org Call: Chennai 91-44-25389857 - Mumbai 91-22-24110118 


Case + New Delhi 91-11-23745427 + Kolkata 91-33-24237432 + Goa 91-832-2226390. Visit us at www.tn.gov.in 






[7 Data Management Software 





fnearandfa. Way 
)rmats, old and new. 
Sight, again and again. 


DB2. It's the ultimate portfolio of real-time information management software. You can now leverage 
every scrap of data, no matter where it is, or what it is. You see it all, as if it resided in a single place. 
Insightful and open, DB2 lets you use and build on what you already have, whether it's IBM, 

Oracle" or Microsont — goodbye "rip and replace." For a DB2 Software Information Kit, 


lseeit. For more information or to meet W Lu 123 call 1600 33 M 
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Go Global 


— For decades, inefficient technology, 


aversion to taking risks, corrupt 
practices and little regard for dead- 
lines have marred the performance 
of most of the Indian companies 
and kept them from matching 
steps with their global counterparts. 


Globalisation in the 1990s is the watershed! in 
the history of modern India’s economy and it has provided our 










entrepreneurs with the chance to compete with global players. But 
sadly, even after a decade, not many have utilised this opportunity. 
Looking forward to seeing more Indian companies being regarded as 
global heavyweights and winning accolades on new territories. 


Siddhartha Raj Guha, Jabàlpur 
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UNFAIR PRICE-TAG 

I am a keen follower of the handheld 
PDAs for years now and had the oppor- 
tunity to design a few as well (“This Palm 
Itches For More, BW, 10 November). The 
problem with buying this gadget in In- 
dia is that it costs much more here than 
it would in the US. Why should I pay 
more for a Zire in India if it retails only 
for $99 in the US? In fact, if] use the gov- 
ernments purchasing power parity 
. equation, I should 
| pay no more than 
Rs 99x5.5 = Rs 545 
for it. So why do 
we have to pay 


the govern- 
ment is harp- 
ing about af- 
fordable and accessible 
computing? It's because India does not 





demands Rs 51,000 to Rs 4 lakh per dis- 
course. This is absolutely baseless and 
misleading since I have arranged her 
pravachansfour times in Delhi, and nei- 
ther she nor her entourage ever put 


| forth such demands. It's the prerogative 
; of the organiser as to how much he 


more, especially | 
atatime when | 


manufacture any of the components | 
that go into this device. And until that | 


happens, there will never be a prolifera- 
tion of PDAs in India. Sad, because the 
same manufacturers outsource some of 
their low-end software development 
work to India. 

Vinay R. Rao, Via email 


MALIGNED MESSIAHS? 

I was pained to note certain observa- 
tions in your article that are far removed 
from the ground reality (Om Econom- 
ics, BW, 13 October). I am an ardent fol- 
lower of Guru Ma and have been regu- 
larly attending her discourses. | am 
deeply hurt by the allegation that she 
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wants to spend on arrangements. Even 
if she accepts the gifts or cash as a ges- 
ture of appreciation, the whole amount 
is utilised by her ashram. Also, she is 
probably the only preacher on air who 
does not pay a dime for her television 
appearances. Irresponsible comments 
have hurt the sentiments of her many 
devotees and followers. 

B.R. Sikri, New Delhi 


Wi The author has unnecessarily 
dragged the name of Shri Sudhanshuji 
Maharaj into the list of religious preach- 
ers who have commercialised religion 
('Om Economics, BW, 13 October). | 
have been his staunch devotee for four 
years and have the privilege of knowing 


| him very closely. I can claim with con- 


viction that heis not making any money 
in the name of religion, and whatever 
his devotees offer, the proceeds are 
utilised for various social activities in 
and around Delhi. How can you blame 


; someone of selfish motives when he has 


been serving mankind selflessly over 
the years? His devotees are offended by 
this frivolous and baseless article. 


K.V. Nerlikar, Raichur 

Letters can also be sent to : 
editor&bworldmail.com | 
ESTE SPO Te aaa c Cap Zeka saa au R EOS OK, | 
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See old apps combine with new apps. 


j | 2 er e. S of t wa re 


See customers connect with partners. 
See today’s stuff click with tomorrow’s. 


WebSphere Business Integration is far and away the leading integration software for the on demand 
era. Open and flexible, WebSphere lets you model, integrate and manage all of your business 
processes. WebSphere delivers an infrastructure that quickly responds to change, meeting 
business demands, on demand. For an Integration InfoKit, visit www.ibm.com/websphere /seeit. 

For more information, or to meet our representative, call 1600 33 8022. 

© business on demand software ~ 


IBM, WebSphere, the e-business logo and e-business on demand are omeed trademarks or n Mm í International Business Machines Corporation in the Un ited M pes 
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this issue 





Khattar's thinks his small car strategy 
will work big wonders for Maruti 


Jo 


cover story 30 Little Car Dreams 


Maruti knows it cannot lead in the big car segments, so it going back to the basics — it plans to use its A and B 
segment offerings to win back marketshare. The problem: the Maruti 800 is due for replacement. The Zen is 10 
years old. Maruti’s next small car is 24 months away. And rivals are closing in. So what is Khattar's game plan? 





J arene The 5000 
Barrier 


And for the third time in the his- 
tory of the Sensex, the bulls have 
crossed the 5000 mark. By all in- 
dications, this does not seem to 
be the end of the charge. A look 
at markets in the region shows 
that Indian stocks are competi- 
“= tively priced even now. 





Credit Policy The current policy may bea precursor 
to intergrating the functions of the RBI, Sebi and IRDA. 


| Ranbaxy-GSK in aone-of-its-kind deal between 
an Indian pharma firm and an MNC, research starts early. 
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Oracle Computers ofthe office unite. Oracle has just 
launched an office suite for grid computing. 


Star India James Murdoch goes to London. And 
Peter Mukerjea may be set to replace him. 


R.K. Jain Acommerce sec- 
retary as head of the Competition 
Commission? No way, says the 
lawyer for Brahma Dutt, who filed a 
PIL against the appointment. 


‘All this has been decided by jud- 
ges for ages. You think bureaucr- ig 
ats can do it better? No” R.K. Jain i ak 


Sun Pharmaceuticals The US FDA questions 
how the company’s drug Gabantin found its way to the US. 


Unified telecom licence How do GSM opera- 
tors Bharti and Hutch plan to take on the might of WLL? 
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DILEEP PRAKASHS 





IN DEPTH 


3s Bollywood 
Meets Cinema 
Paradiso 


The big stars offilmmaking are giving 
way to more and more organised film 
companies and integrated players. 
The result: more revenues, more vari- 
ety in the films and, best of all, more 
creativity. No wonder the industry is 
smiling like never before. 


44 Nurses An ageing population in the US and Europe 
is turning to India for nursing care. 


IN VOGUE 


ss GangaGen: The DNA 
Of A Successful Firm 


There are few companies in the 
world that have put their money 
on a virus to kill a bacterium. A 
Bangalore-based biotech com- 
pany is doing precisely that — and 
is becoming a global leader in the 
bargain. The story of J. Ramachan- 
dran and his firm, GangaGen. 


4 Ramachandran saw a niche 
opportunity in viruses 





64 Bookmark Trade is best. Says a book on Indian re- 
forms and another on the most romantic commodity, coffee. 


COMMENT 


26 Ashok V. Desai The Delhi Citizen 
Handbook shows that changing the way govern-  : 


ment works is better than condemning it. 


IT TALK 


62 Kiran Karnik The president of Nass- 
com on how to make the eastern region an IT 
hub, H1-B visas, and more. 
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Marutis self-discovery 


FEW months ago, I happened to be on a panel 
with Jagdish Khattar, judging a national com- 
petition on drafting a policy for the manufac- 
turing sector. Tough assignment, poring over 
thousands of pages of earnest but turgid prose. 
So I was eager to see how my fellow-panelists, all eminent bu- 
reaucrats, economists and business leaders with little time on 
their hands, rose to the challenge. I must say Khattar surprised 
me the most among them all. Not only had he ranked the fi- 
nalists with meticulous rigour, he was also at home with their 
relative merits and weaknesses to a far greater degree than any 
of us. How did he do it? Simple. He had done his homework, of 
course, but he had also roped in an aide to help him with the 
job — Khattar was the only one to bring an executive assistant 
with him to the meeting! 


That is typical Khattar: task-focussed, quick on the move. So 
when Khattar figured that 
Maruti Udyogs attempt to strad- 
dle the entire car market wasn't 
working, he lost no time in 
changing track. Over the last 
many months, Maruti has been 
rediscovering itself: it's not just 
any other car company; it is the 
small car company. That realisa- 
tion in turn is forcing Maruti to 
think afresh, and do many new 
things — it could perhaps crash 
costs farther and convert two- 
wheeler users to car-users. Prin- 
cipal Correspondent M. Rajshekhar, a motorcycle enthusiast 
whom Khattar will have a tough time converting, critiques 
Maruti's new logic and gives you an idea of what to expect 
from the carmaker in the near future. 
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thinks small 


Three other stories in this issue give you a peek into the future 
as well, in three very different areas: healthcare, biotechnology 
and entertainment. In healthcare, an ageing world is turning 
to India for solutions, and this could just be the beginning. In 
biotechnology, anew company born in Bangalore is pulling in 
serious talent from around the world and is suddenly on 
everyone's radar. In cinema, the organised sector is making 
very strong inroads, a handful of integrated film companies 
are emerging, and newer ways of reaching out to the global 
market are being thought up. 


Good news, when it comes, comes in arush. 


h 


TONY JOSEPH, EDITOR 
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HE celebrated moment ar- | 
rived 12 minutes after the 


markets opened on 3 No- 

vember. It was the fourth 

(third, if one just considers 

the closing price) time in the history of 

the Indian stockmarket that the Sensex 

had crossed the 5000-mark. It looks to 

be on a firm footing as of now. And if 

you, like many investors, have been 

wondering where this rally leads to, 

keep wondering because there are no 
ready answers to that. 

There are, however, a few points you 

must keep in mind while watching this 





j 


`V wave of exuberance. 
Is this level sustainable? 
Most market participants cite 
strong corporate perfor- 
mance and say the 
& " fundamentals jus- 
,. tify it. John Band, 
Ff. an investment 
B analyst, goes a 
E ` step further. He 
# w says this time the 
mae government hasn't 
4 made any stupid moves. 
"It should have been at this level 
long ago as a number of Indian compa- 
nies have shown that they can with- 
stand competition and do well." Rela- 
tive to other Asian markets too, India 
looks competitively priced and with its 
compelling economic fundamentals, it 
looks better placed to attract FII (foreign 
institutional investor) money even in 

the coming months. 

Should you get into the market 
now? "Be very cautious," says the chief 
investment officer of one of the best 
performing mutual funds. The reason 
simply is that the large company stocks 


| are priced fairly efficiently now. Most re- 
| tail investors have been busy booking 


MSCI local market index valuation 
(Local currency) 














Index close Price earnings bok dod ved 90 

Market Oct 29 2002E 2003E 2004E  2003E 2003E 2003E 
Malaysia 310.2 200 165 148 20 19 29 
China 218 158 138 139 18 18 25 
Hong Kong 6,2836 205 200 185 15 38 32 
India 199.3 178 160 142 28 16 20 
Japan 640.6 419 245 192 17 06 10 
Korea — 2373 106 112 8X Geo 09 24 
Singapore 2140 263 171 159 16 #20 29 
Tawan | 2723 359 197 149 23 23 «27 
E: Estimated Source: Goldman Sachs 
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| STOCKS 


= harge on! 


IBP The stockmarket's indefatigable 
bull continues its run 


profits with each rise in the Sensex and 
the others are still watching from the 
sidelines. 

Despite the persistent rise in the 
market this year, in the last seven 
months, mutual funds have been net 
buyers in equities only in the last three. 
And over the last two months, as mar- 
kets tested new heights, mutual funds 
have been net sellers in equities to the 
extent of Rs 485 crore. FIIs may or may 
not continue to drive the market, but re- 
tail investors have not flocked to the mar- 
ket like they did in Ketan Parekh's days. 

Could IPOs be the best way to get 
into the market? Absolutely. Provided 
they can come into the market. "IPOs 
are the best way to access today's mar- 
ket because most companies in the re- 
cent past have underpriced their share 
issue," says Prithvi Haldea, CEO, Prime 
Database. It is another matter that most 
companies, gearing for the IPO market, 
have been completely taken aback by 
the very quick rise of the Sensex. "Regu- 
latory delays and the preparation re- 
quired for IPOs means that many cor- 
porates may need at least 4-6 months to 
enter the market," says Haldea. But if 
you believe in the fundamentals, then it 


Earnings revisions 


12-month earnings revisions, 
last week (index) 


Malaysia ETE RR SARS 
Taiwan  MENENENNEEEEEEENM 
China NNNNENENNEENEN 
Korea Ts 
Thailand CREB ay! 
Hong Kong ia 
Singapore masque 
Japan NEN 
APO — m 
Pan Asia RERE 


——I n ———.T 
2)(1 E a EE EEE” UAE. 4.52607. 8 
APxJ: Asia-Pacific excluding Japan 
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would be worth the wait. 
Will established corporates raising 
money from the market, affect the 


IPOs? "Many corporates are seriously | 
evaluating raising capital from the mar- | 
ket. As per the current indications, 2004 | 





could turn out to be a historic year for | 


capital raising by corporates from do- | 
mestic market,” says Ravi Kapoor, se- | 


nior vice-president and head (equity 
capital markets), DSP Merrill Lynch. 

The Tatas, for instance, recently 
raised Rs 250 crore. “But established 
corporates are expected to use either 
the rights route or the GDR/ADR route 
to raise money and that is only if they 
decide not to raise debt. So I don't see an 
impact on the IPO market,” says Prime 
Databases Haldea. 


One more thing. Usually, retail in- | 


vestors tend to get in as the market ap- 
proaches its peak. Since they haven't 
come in hordes yet, maybe that's a sign 
that there's still room for more. 





SHISHIR PRASAD & VIKAS DHOOT | 


Local market price 
performance at a glance 
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and momentum 


2003E earnings momentum, 
last 4 weeks (%) 





Source: Goldman Sachs 








| nancial institutions that deal in 


CREDIT POLICY 


One supreme 


authority for 


ESERVE Bank of India (RBI) 

governor Y.V. Reddy seems 

o have made no changes 

in his first credit policy. Both the 

bank rate and the cash reserve ra- 

tio were left untouched at 6% and 

4.50% respectively. But tucked 

deep inside the credit policy doc- 

ument was an announcement 
which is far more important. 

The RBI, the Securities and 
Exchange Board of India (Sebi), 
and the Insurance Regulatory Au- 
thority of India (Irda) have de- 
cided to jointly monitor large fi- 


SANJIT KUNDU 


financial services. As financial 
markets get integrated, the lines 
between banking and non-banking ac- 
tivities for large institutions get blurred. 
If Irda and the RBI do not interact with 
each other, the Central bank may re- 


, main unaware that a bank it regulates 


could get into serious financial prob- 
lems because oflarge losses on its insur- 


ance business. 


To tackle the problems created by 
the increasing linkage between banking 
and non-banking businesses, countries 


| like the UK, Japan and Sweden have cre- 
ated super regulators for financial ser- | 


vices. With this announcement, could 
we see the duties of the RBI, Sebi and 
Irda coming together in one body? 

This is unlikely, at least for quite 
some time. Large institutions in India 
still get almost all their income from 
their main line of business. ICICI Bank, 


| for instance, has insurance and invest- 


ment banking businesses, but together 
these contribute less than 6% ofthe total 
income and account for less than 196 of 
the total assets (though potential liabili- 
ties due to losses on off balance-sheet 
transactions could be much higher). 
Only developed countries have su- 
per regulators as markets and busi- 
nesses are more integrated there. Bank 
of England economist Charles Good- 
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hart had pointed out: “The central bank 
in most developing countries is rela- 
tively well placed for funding,... and can 
maintain greater independence from 
the lobbying of commercial and politi- 


cal interests on behalf of certain 
favoured institutions... There are too 
many cases of supervisory bodies, out- 
side central banks, failing in such re- 
spects. (So I don't think) the case for sep- 
aration, which has become stronger in 
developed countries, should be trans- 
posed also to developing countries.” 
In India debates over a super regula- 
tor have been going on since 1998. 
Reddy himself had proposed another 
solution in 1999. The idea was to con- 
tinue with separate regulators, but to 
have them report to a higher apex au- 
thority. The authority would co-ordi- 
nate between the various agencies and 
assign any gaps in regulation to any one 
of them. Reddy proposed that the RBI 
governor should be the chairman of the 
apex authority as the RBI is the ultimate 
provider of liquidity to the system in 
case of a crisis. The latest move falls far 
short of this with an Irda representative 
joining an existing committee consist- 
ing of RBI and Sebi members. a 
AVINASH CELESTINE 


PHARMACEUTICALS 


ormula for success? 


The GSK-Ranbaxy R&D model could be the way forward 


N 22 OCTOBER, Glaxo- 
SmithKline Plc (GSK), Eu- 
ropes largest pharma- 
ceutical group, struck an 
alliance for research and 
development (R&D) with the Delhi- 
based, Rs 3,039-crore Ranbaxy Labora- 
tories, India’s largest and best-known 
pharmaceutical company. 

The news of the tie-up, which is ex- 
pected to help both the companies 
bring new drugs for infection, inflam- 
mation and diabetes, among other dis- 
eases, to the market, didn't evoke much 
interest in the stockmarket. 

"Its too early to make a judgement 
since the revenue implica- 




















tions are not very clear. We Roshi j 


have to see a drug candi- 
date come out of the al- 
liance first,” said Sameer 
Narayan, pharma ana- 
lyst at Enam Securities. 
Besides, taking a drug 
from the laboratory to the 





— sa twa 





market can take anywhere between 10 
and 15 years. 
In fact, not only did the Ranbaxy 


share price not go up on the day ofthe | 





announcement, it actually fell margin- | 


ally to Rs 989 from the previous day's 
close of Rs 992. 


But to be sure, it is significant be- | 


cause the tie-up is quite different from 


the kind that has been reached be- | 
tween Indian pharmaceutical compa- | 
nies and multinationals so far. Up until | 
now, homegrown drugmakers like | 
Ranbaxy, and Dr. Reddy's Laboratories | 





have licensed promising new drugs | 


from their labs to transnationals like 


» German company Schwarz Pharma, 


and Swiss drugmaker Novartis. 
These companies sponsor hu- 


anew medicine. So, it makes 
sense for an Indian 


Ranbaxy Labs’ 
Barbhaiya: Betting 
on a different drug 
delivery system 


Bluoj 2j ajaiona 
ajoj 2,0] 2jo|o|n] 
in| 0/0} 2/8) a)n) 2 






DINESH KRISHNAN 
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man trials of the drugs over sev- | 
eral years to prove their safety | 
and efficacy. Trials are expensive | 
— by one estimate they account | 
for over 70% of the $800 million | 
required to discover anddevelop | 








company to tie-up with a partner 
which has deep pockets. 

But in this case, Ranbaxy has part- 
nered GSK at a much earlier stage. The 
rationale is interesting. Some skill sets 
and technologies required in the early 
stage of drug discovery like identifying 
new targets — proteins and enzymes in 
the body that play a role in a disease — 
are not easily available in India. But this 
is crucial in drug research today. 

Globally, pharma companies have 
found it increasingly difficult to dis- 
cover new drugs that act on existing or 
known targets. One way of broadening 
the scope of research is to discover new 
ones. This is what has prompted a 
company like Dr. Reddy’s to set up its 
own laboratory in Atlanta in the US. 

According to Rashmi Barbhaiya, 
Ranbaxy’s president of research and 
development, the GSK alliance does 
away with the need for this. GSK has 
done significant volumes of work in 
new targets. So GlaxoSmithkKlines sci- 
entists will provide Ranbaxy with tar- 
gets and chemicals, or "leads", that can 


|! acton them. 


On their part, Ranbaxy’s scientists, 
using their much-vaunted chemistry 
skills will attempt to shape the lead into 
a drug that can work on the target, a 
process known as lead optimisation. 

After animal tests by Ranbaxy, GSK 
will take the potential drug through hu- 


| man trials. If it is finally launched, GSK 


will have exclusive rights to sell it in sig- 


| nificant markets like the US, Europe 


and Japan, while in India it will co-mar- 
ket the drug with Ranbaxy. The Indian 
company may also co-promote the 
drug in the US and Europe with GSK's 
prior consent. 

Both sides stand to gain. Some of 
Ranbaxy's 900 scientists at its facility in 
Gurgaon will interact regularly with 
scientists at GSK which will facilitate an 
exchange of ideas. Consequently, they 
will get more opportunities to work at 
the bleeding edge of research. - 


Joy % Clarity 





Joy % Innovative Technology 
Enhanced Variable Rate Codec (EVRC) technology 


accepted measure for network clarity) is consistently 


) \ tja higher than other cellular technologies, should be 


assures every Reliance IndiaMobile customer superior proof enough. 





voice clarity and minimal signal interference. The fact To improve the life of every Indian using the benefits 
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On its part, GSK hopes to beef up its 
own research pipeline — seen as lack- 
lustre — by entering into such tie-ups. 
Indeed, this is one in a string of such 


deals that it has struck with small phar- | 


.. maceutical companies and institu- | 


tions. Says a GSK spokesperson: "For 
- these institutes and companies, collab- 


^ oration improves the odds that their 


technologies and compounds will be 
developed and reach the market. For 
us, collaboration enhances our pipe- 
line while defraying the risk of early- 
stage work." GSK also benefits from the 
lower cost of research in India. 
Ranbaxy's Barbhaiya thinks this is 


. the way forward for companies that ` 
— have research capabilities, yet cannot | 
, tor in the deal. Barbhaiya 


invest pots of money in research. "Ran- 


^ baxyis developing a new paradigm for | 


." Indian companies (to follow),” points | 


out Barbhaiya. 
The two sides are putting together a 


team that will work out the 


details. Actual benchwork — rr 
Compound 


is expected to begin some- »uccoéss rato 
time in the first quarter of | 
d of leads 


next year. 

The agreement allows 
for flexibilities. Ranbaxy 
can come up with its own 
targets. It can also manage 
the early part of human tri- 


5,000-10,000 

screened during 

research stage 
w 

250 enter pre- 

clinical testing 


als before GSK steps in. But v 
5 enter clinical 
testing 


the financials of the deal 
have been deliberately 
kept under wraps. 

There appears to be no 
upfront payment or fee for 
research because Ranbaxy 
is a partner, not a contrac- 


x A approved 


(anter 6-7 years). 


says that the rewards will be a combi- 
nation of milestones and royalty on | 
sales. The GSK spokesperson adds: | 
“Ranbaxy and GSK share both the risk | 











and the costs associated 
with early R&D work, and 
share the benefits should 
we be successful." 

While milestone pay- 
ments can keep the rev- 
enue streams flowing for 
Ranbaxy, these are usually 
chump change when com- 
pared with what the com- 
pany earns if the drug is 
successful. So the biggest 
upside would be if the drug 
were to hit the market and 
perform according to ex- 
pectations. There is, how- 
ever, no such guarantee. Of 
the 5,000-10,000 leads that 
are screened in the early 


| stages of research, only five enter 
human trials. And, finally, only one 
| is approved! E 


GAURI KAMATH 
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Stats what zs does Se 
Student; can work up to 20-hours per — 



















| Resident alien; can stay for a maximum of 
six years; little freedom to move around; 
loses H1-B status if he changes jobs 


ena i i rd AMPH i eet haga nare Pire etatis In 


If company cannot find replacement for H1- 
B worker, status can change to Green Card. 
It allows residence minus voting rights 


Mte theta ij rA eH aama ar Ae iit referrent 









Citizenship possible after having stayed on 
for five years on Green Card. Entitled to social 
| security, vote 

| f he returns as US citizen (which most Indian IT workers with over 10 
$.| years experience do) he is entitled to a social security benefit of at 

= | least ee a pent) if jobless, irrespective of where he stays 
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| the US in 1988, the choice was to- 

' take up a job in India at Rs 3,500 a 
month or go to the US for higher 
studies on a student scholarship of 
$1,000 a month. (At that time, the 
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= are in operating issues, followed 


\/ for talent — in that order. 


* / cuted bya senior finance profes- 


— creates new challenges for CFOs 


INDIA CFO AWARDS 


The changemeisters 


Recognition comes the way of those who ride the wave 


O who is the most important 
person in a company? No, it’s 
not the CEO, but the chief fi- 
nancial officer (CFO). But, has 
the role of the CFO changed? 





* According to a survey conducted by 


American Express and IMA India (an as- 

/ sociate of the Economist Corporate Net- 
— 7 work) as part of the India CFO Awards 
V A 2003, the role of the CFO has now be- 
^ come more of that of a strategist 


. and less of that of a controller. 


However, the critical challenges 
by people skills and then a fight 


According to Adit Jain, man- 

/ aging director, IMA India: "The 
~~» CFO survey looks at not only the 
V broad set of responsibilities exe- 


sional, but also whether that role 
is transforming and if so what is 
- consuming more and more time 
ofthe CFOs." 

Firdaus Mogul, head (Global 
Corporate Services), American 
Express TRS, says: "We have seen the 
transformation of the role of the CFOs 
from one relating to pure fi- 
' nance to that of leadership and 
strategic decision-making. The 
current economic environment 


every day." 

Today the role of the CFO is 
becoming all the more focussed 
on strategy. The survey findings reveal 
that only 4596 of the CFOs sampled 
spend more than half their time on 
transaction processing and control as 
against strategic activities today. This is 
a sharp drop from six years ago, 
when 8596 of the CFOs spent 
more than half their time on 
transaction processing and con- 
trol. It is estimated that this per- 
centage is expected to reduce 
further to 3896 by 2006. 

Whatis interesting is that the 








expectations that companies had from 
their CFOs is also changing. While in the 
mid-1990s no CFO spent more than 
6096 of their available time on strategy, 
in 2006, companies would expect that 
they would spend 60% or more of their 
time on ‘strategic activity’. 

As a direct consequence of that, the 


AND THE AWARD 
GOES TO... 





CFO of the Year 
RAVI SUD, VP (finance) 
Hero Honda Motors, Delhi 





Solutions, Chennai 


Cost 

PK. GHOSE, 

Chief financial officer, 
Tata Chemicals, Mumbai 


Managing Finance 
in an SME 

RAJ DUTTA, 

Chief financial officer, 
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time spent on ‘strategy’ has increased — 
from 36% in 1997 to 48% at present. 
Most of this increase, however, is ac- 
counted for by one sub-category, 
namely, strategic planning. The analysis 
and translation of data into meaningful 
information that can be used by busi- 
nesses — even though mundane — 
consistently commands alittle over 10% 
of the CFO' time. 

Among the prickly operating 
issues, first and foremost, is ob- 
taining commitment of the 
CEOs’ office to ensure that CFOs 
can then deliver on their en- 
hanced and strategic role. Sec- 
ond, and expectedly, it is about 
making sure that there is compa- 
nywide recognition on the im- 
portance of compliance. 

Thereafter, comes the need 
to manage change. Given the re- 
newed focus on regulations and 
the frequency with which they 
keep changing, CFOs expect one 
of their bigger challenges to 
come from keeping pace with 
the constantly evolving regulatory envi- 
ronment. The task of ensuring that in- 
ternal processes quickly reflect a change 
in regulation is giving many CFOs sleep- 
less nights. 

On the skills front, CFOs feel most 
inadequate about their ‘ability to relate 
to people’, while another area of con- 
cern cited is the lack of cross- 
functional expertise among fi- 
nance professionals — this 
severely limits their ability to un- 
derstand the business and its dy- 
namics in a holistic fashion. 

This is the third year since the 
awards had been instituted. 
Apart from CFO of the Year, the 
awards were given to CFOs for mergers 
and acquisitions, cost optimisation, 
business transformation, and manag- 
ing finance in a small- and medium- 
sized enterprises. D" 

ANUP JAYARAM 
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Nortel Networks has defined a new enterprise | € Increased productivity - converged communicat- 


business strategy centered around the vision x ions over a secure, reliable network 
of One Network. A World of Choice. This x @ Innovation in customer experience - improved 
vision will enable our enterprise customers to x application performance and engaged applications 


achieve a totally new level of engagement 
with their customers, partners and suppliers. 
By becoming fully engaged, enterprises will 
anticipate customers' needs and wants and 
seamlessly deliver the appropriate solutions 
and services — sometimes even before their 
own customers know there is a need. 
























success. ROE means turning customer data into 
business strategies and customer relationships into 
equity. An Engaged Business can effortlessly handle 
the exacting demands of customers and easily 
strengthen relationships by initiating much more 


Intelligent, timely and context sensitive services. 





Using new technologies such as VoIP, IP-VPN and 
Optical Ethernet, Nortel Networks delivers solutions 
that cost less to operate, have fewer or no bottlenecks, 
and ate open and flexible to support new applications 
and services that drive business results. Our enterprise 
strategy provides our customers with a competiti 
differentiator that will enable them: 
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The elephant shown in the advertisement is only representative of the idea. Leo Burnett B IOCMPEUR 0018/03 


! y . prises database, application 
' '. and developer software. A 
«7 Rs 45,000. The annual maintenance 
N . “Cost savings will be to the tune of 50%. 
\ This will be due to lower hardware costs 


«y and better use of hardware." 


* / nity (in projects like Search for Extra Ter- 


—7 sources to solve large-scale computing 


ORACLE’S GRID COMPUTING SOFTWARE 


. United they work 


AST week Oracle announced 
plans to incorporate grid com- 
puting techniques across all its 
k product lines. Its first such 
— product, 10g, will be available in the 
` market in December. 10g, an in- 
' frastructure software, com- 
















server, enterprise manager, 
five-user package will cost 


will work out to 2296. Says Somesh Bha- 
— gat, marketing director, Oracle India: 


ANTHONY LAWRENCE 


crosoft and Sun Microsystems, too, plan 
to come out with products based on grid 
computing. However, Oracle claims to 
be the first to be out with such products. 

Today, an enterprise using ERR CRM 
and billing applications has hardware 
dedicated to each application. For in- 


So far used by the scientific commu- 


restrial Intelligence, or Seti), grid com- 
puting harnesses idle computing re- 


problems. Apart from Oracle, IBM, Mi- 


BREAKING NEWS 


All roads lead 
to money 


HE free lunch is over. The old and winding road — 
1 NH4 — from Pune to Mumbai will be modernised, 

converted into a four-lane road, and tolled. The toll on 
this modernised road is expected to be 40% less than the 
Rs 100 per vehicle one on the Expressway. This was appar- 
ently necessary because the current Rs 1,630-crore, Six- 
lane, state-of-the-art Expressway was not making money. 
The CEO of the Maharashtra State Road Development Cor- 
poration (MSRDO), A.N. Lakhina, disagrees: “A fiscal deficit 
is not a loss. The road will make money going forward.” 

But as of now it doesn't. The Rs 75 crore-80 crore rev- 
enue that the Expressway collects through tolls is not even 
enough to meets its interest expenses of about Rs 180 
crore a year. “The gap between toll revenue and the interest 
cost is approximately Rs 100 crore," Lakhina says. 

The main reason is that truckers and other freight 
movers have not taken to using the tolled Expressway. They 
were helped in no small measure by the presence of a par- 
allel, winding, pot-holed, risky but absolutely free road be- 
tween the two cities. Hence, the Expressway has got only 
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stance, the National Stock Exchange has 
dedicated hardware during trading 
hours and uses separate resources for 
settlement, after the closure of the day's 
trading. This kind of underutilisation of 
resources is to the tune of 50% across 
enterprises, say reports by Forrester, 
Gartner and IDC. 
10g overcomes this problem via a 
dynamic controller called a grid 
controller that does the load bal- 
ancing — allocating resources 
between the CPU and stor- 
age — as required. 
Grid computing is more 
advanced than peer-to-peer 
computing (which needs to be 
managed) and cluster comput- 
ing (which relies on automated re- 
source management). However, to be- 
gin with, 10g will work in a homo- 
geneous environment. It is based on 
Open Grid Services Architecture 
(OGSA) standards framed by the Global 
Grid Forum. Migration to 10g will be of 
interest to enterprises with seasonal or 


| fluctuating workloads, and Oracle-cen- 
| tered computing environments. 


e 
SHELLEY SINGH 


passenger traffic. "In India, a free road next to a tolled one 
is a sure way to shoot yourself in the foot. There is no way 
you are going to get people to pay for the toll road," says a 
transportation expert with a financial institution. 

Lakhina says work on the modernisation of the NH4 
segment will begin in February. He also says that the combi- 
nation of two tolled roads will allow the MSRDC to evolve a 
viable business model. Transportation experts believe that 
other toll roads will also have to look at this option if they 
want to make money. The move is also expected to be good 
for the traffic — they will have two safe options to choose 
from. The MSRDC, too, should start smiling after this. 





SHISHIR PRASAD 
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An MBA opens up new opportunities and paves the way for accelerated promotion. To find 
the right MBA it is essential to select a degree that is capable of providing a long term benefit 
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STAR INDIA 


Change in 
the skvlirie 








ILL Peter Mukerjea 
move to Hong Kong? 
Will Sameer Nair take 
over the India opera- 
^ tions of Star Asia, a part of the $17.5-bil- 
lion News Corporation? These ques- 
tions are exciting media industry 
observers in India even as the British Sky 
Broadcasting (BSkyB) drama plays out 
in London. James Murdoch, the chair- 
man of Star Asia, resigned recently from 
the board of News Corp as a percussor 
to taking over as CEO of BSkyB. The 
£3.1-billion BSkyB is Europe's leading 
pay TV company and is Britain's 19th 
largest company. News Corp owns 
35.496 of BSkyB. Incidentally, that is the 
reason why News Corp chairman Ru- 
pert Murdoch's move to put his 30-year- 








James Murdoch (bottom) leaves Hong 
Kong for London. Will Mukerjea fill in? 


old son in charge is facing flak from 
Britain's business press. 

Meanwhile, back in Hong Kong, the 
chairmans job is up for grabs because 
Bruce Churchill, James's second-in- 
command, recently moved to New York. 
A lot of the speculation about Mukerjea 
taking over stems from his recent trip to 
the US along with James. New York is 
News Corps global headquarters and 
Rupert's base. Ifindeed Mukerjea moves 
to Hong Kong, can Nair, essentially a 
programming man, take over? To be fair, 
Nair has been chief operating officer at 
Star for over a year now. He 
gets his kicks more from get- 
ting better declarations out of 
cable operators to up the 
topline than dabbling in pro- 
gramming. Also, don't forget 
that similar doubts were ex- 
pressed about Mukerjea, an 
ad sales guy to start with, 
when he took over as CEO 
over three years ago. 

Star officials, however, 
deny any move to shift Muker- 
jea to the Hong Kong office. 
They point to British newspapers that 
have been speculating that Kim 
Williams, head of News Corps sub- 
sidiary, Foxtel, could take over from 
James. They also add that Mukerjea was 
in the US for an ESPN-Star Sports board 
meeting. Mukerjea did not respond to 
BW's requests for an interview. 

Whether Mukerjea takes over, or 
Williams, James's act will be a tough one 
to follow. He had an exceptionally good 
stint at Star Asia thanks to the growth in 
the Indian operations. From about $100 
million, India revenues have jumped to 
over $200 million in the three years since 
he came on board. India contributed in 
large part to Star Asia’s first full year of 
profitability in July 2002-June 2003. E 

VANITA KOHLI- KHANDEKAR 
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MUSIC CHANNELS 


[V] claims 
victory: 
too little, 
too early 


T seems that Aasma is not 
quite the limit for Channel [V]. 
Riding on the hype generated 
by the [V] Popstars, the channel 
claims to have overtaken MTV in 
the last one month and become 
the No.1 music channel for a tar- 
get audience aged 15-34 years in 
the six metro cities. The channel 
announced this with loads of fan- 
fare, amidst plenty of air-kissing 
and champagne popping. How- 
ever, it may have uncorked the 
bubbly a little too early. TAM Media 
Research data for the same period 
reveals that while Channel [V] may 
be the preferred music channel in 
the metros, it still trails arch-rival 
MTV on an all-India basis. So what 
does [V] think about this? 
Responding to BW's email 
query, Amar Deb, head honcho of 
Channel [V], justified the self- 
laudatory numero uno status say- 
ing: “From a media perspective, 
clients, advertisers and media 
planners alike use the six metros 
for all media decisions related to 
channels that lie outside the 
scope of general entertainment." 
Is MTV listening? * 
IRSHAD DAFTARI 


Still to hit a high note 


35. M Channel V. m MTV 8W Zee Music 


o 5089 8-8 


All-India share among music channels 
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IT was something the government had 
never ever expected. On 31 October, the 
swearing-in ceremony of commerce sec- 
retary Dipak Chatterjee as chairman 
and member secretary of the Competi- 
tion Commission of India (CCI) was 
postponed due to a last-minute public 
interest litigation (PIL) filed by Brahma 
Dutt. Dutt, 70, is a member of the 
Supreme Court Bar Council and has 
filed numerous PILs. But it is his latest 
petition that has caught the publics at- 
tention. What began as a discussion in 
the Supreme Court library is now a seri- 
ous problem for the government. His le- 
gal counsel, R.K Jain, dissected the issue 
threadbare in an hour-long interview 
with BW' Aarti Kothari. Excerpts: 


m What was the reason behind filing the 
public interest litigation? 

At any given time, the judiciary should 
be independent. All adjudicatory jobs 
should be done by persons with judicial 
training, or with the consent of the judi- 
ciary. The CCI chairman has the right to 
levy fines of up to Rs 50 lakh and sen- 
tence people to a year in jail. This is 
clearly a judicial function and not an ad- 


ministrative one. That's why this PILwas | 


filed by Brahma Dutt. 


m Why was the PIL filed on the day the 
new office bearers were being sworn in 











w B 


c= 


when their names had been announced 
four months ago? 

No, it was filed on Tuesday (28 October). 
But the Supreme Court (SC) bench said 
it would hear it on Friday. In fact, in the 
Madras High Court, another prelimin- 
ary petition was filed nearly two months 
ago, but no stay was granted. The legal 
fraternity was expecting that good sense 
would prevail on the government and it 





would not do such a silly thing. When | 


that did not happen, the PIL was filed. 


m Is it mandatory for the selection 
committee to consult the SC before 
appointing the chairman of the CCI? 

No. But, under the Constitution, judges 
are appointed in consultation with the 
concerned chief justice. The executive is 
trying to carve out an area where this 
can be ignored. Our submission is that 
anyone who discharges judicial func- 
tions must be from the judiciary. In case 
you want to appoint somebody else, do 
it with the consent of the SC. 


m Other quasi-judicial bodies like the 
IRDA (insurance Regulatory Development 
Authority), Sebi (Securities and Exchange 
Board of India) and TRAI (Telecom Regu- 
latory Authority of India) are headed by 
bureaucrats. What makes CCI different? 
Sebi is different. It does not perform any 
judicial functions. If the functions are 
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not judicial but only regulatory 
then the powers of appointment 
vest with the government. 


m Is the face-off between the 
judiciary and the executive related 
to the delay in Dipak Chatterjee’s 
assuming office? 

Could be. I won't be able to say. 


m The knowledge of international 
trade, economics and finance is 
necessary today for holding a 
portfolio that involves looking into 
company affairs, etc. Wouldn't it 
be more suitable then for a 
commerce secretary to head the 
CCI rather than a retired judge? 
Liberalisation has taken place but 
the Constitution has not been 
amended. All these intricate 
questions have been decided 
successfully by judges for ages. 
You think bureaucrats will be able 
to decide it (these questions) bet- 
ter? Impossible. 

For example, in criminal law, experts 
are examined in court and they give 
their opinion. However, ultimately, the 
decision is that ofthe court. Itis not such 
a great thing. You read half a dozen 
things and you will know what liberali- 
sation is. Somebody studies for two 
hours and he will be an expert. You can 
have market experts for assistance. 
That's good enough. 


DINESH KRISHNAN 


a What is the long-term solution to this 
turf war? 

We have complete separation of the 
powers of the Parliament, the judiciary 
and the executive. They are not sup- 
posed to overlap. There are some areas 
where a little overlapping happens, but 
it can't be blatant like this. Some people 
say that the cleaning up of the city is not 
being done. The court steps in. Now 
some believe that the court is overstep- 
ping. I will say the court is telling them to 
do their job, which they are not doing. 


= So how long do we wait before a 
verdict is announced? | 

We can expect some action in the next 
couple of months. The solution is that 
you stick to the Constitution; dont tin- 
ker with it. Some people in power may 
not like it, but that is the way it is. What 
can be done? uu 


Its a little like the Nobel and the Pulitzer. 
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IBM ThinkPad X31 - Wireless Model 
(Part No. 2672CBA) 
e Intel® Centrino" Mobile Technology 
Intel ° Pentium® M Processor 14 GHz 
Intel® PRO/Wireless Network Connection 8021l b 
Intel® 855 Chipset Family 
e Microsoft* Windows* XP Professional 
e 256MB SDRAM, 40GB HDD 
e Optical drive on Media Slice 
e 16MB Video RAM 
e 3073 cm XGA screen 
e 10/100 Integrated Ethernet, 56 kbps Modem 
e Weight 164 kg 
e Lotus SmartSuite (License) 
e IBM Rapid Restore Ultra 
e ThinkLight Keyboard Light 
e IBM Access Connections Software 
e PC Doctor, Access IBM 
e Three-year CCI global warranty 
° Price: Rs. 145,000/- * 


Choose an IBM ThinkPad today 
To buy direct from IBM, locate a 
reseller or for more information. 


www.ibm.com/in/tpdecision 
response@in.ibm.com 
Bangalore - 6787216 

Chennai - 24988508 

Kolkata - 22822126 

Mumbai - 26533577 

New Delhi - 23702022 

IBM Smart Centre - 1600 446666 
(For Service and Support) 


Weekdays 9am to 6pm 


IBM ThinkPad notebooks, powered by the 
Mobile Intel° Pentium® 4 Processor-M or 
Mobile Intel® Pentium® Ill Processor-M 
are designed to suit varying needs 


R Series: Best blend of portability and essential 


features. Ideal for sales people. 
Price: From Rs. 84,900/-* 
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X Series: Extra- light, extra-small, ultra-portable 
notebook. Ideal for frequent travellers. 


Price: From Rs. 145,000/- * 





| 

_ avail our Special Projector Bundle 
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PHARMACEUTICALS 


A bitter pill to swallow 


-. The FDA puts Indian pharma companies under the scanner 


HE Rs 873.2-crore Indian 
pharma major Sun Phar- 
maceuticals has just got 
embroiled in an unseemly 
controversy with the US 
Food and Drug Administration (FDA) — 
the supreme regulatory body for food- 
and drug-related issues in the US. In 
September this year, in its ongoing drive 


v . against counterfeit drugs, the FDA iden- 


tified an anti-epileptic drug Gabapentin 


i ee (Sun’s brand Gabantin) manufactured 


by Sun Pharma's manufacturing unit at 
Vapi in Gujarat as a counterfeit product. 
Or a “fake knockoff”, as the FDA de- 
scribed it. 

In its defence, Sun Pharma says that 
Gabantin is a generic version of 
Gabapentin and not a fake product. 
However, this event has serious implica- 
. / tions for Indian pharmaceutical com- 
..., panies in the US, a handful of which 
' have built a formidable reputation 
. there. They are feared as well as re- 
spected for their chemistry skills. But ac- 
tions like these threaten to mar their 
reputation. More so, this is being feared 
as an opening of a new front in the war 
between patent-holders from the devel- 
oped world and generic companies 
from developing nations. 

Gabantin is one of the three prod- 
ucts that the FDA has identified as 
. counterfeits on its ^ website 
(www.fda.gov). "Even a small percent- 
age of counterfeit drugs in the drug sup- 
ply can pose significant health risks to 
thousands of Americans. In recent 
years, FDA has encountered a range of 
counterfeit drugs that illustrate the pub- 
lic health threats posed by counterfeit- 
ers’ drugs,” says the website which, inci- 
dentally, has not put Gabantin in grave 
categories like 'Toxic effects, 'Unin- 
tended effects’, ‘Ineffective treatments’ 
or ‘No active ingredients’. Instead, Ga- 
bantin has been placed in the category 
of ‘Labels that look real’ alongside the 
fakes of Serono’s Serostim 6mg and Am- 
gen's Neupogen filgrastim. 
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Sun Pharma's Gabantin draws the US FDA's ire: the regulatory body lists 
the drug as a 'knockoff' even though it is registered for sale in India 


FDA maintains that Sun's Gabantin 
is a fake product that entered the US 
market illegally after a patient ordered 


the original molecule Gabapentin (sold | 


under the brand name Neurontin by 
Warner-Lambert). On the FDA website 
alongside a picture of Sun Pharmas Ga- 
bantin, it is written: "Drugs purchased 
over the Internet by an American pa- 


tient who was told that the products | 


were manufactured in the United States 
and were being sold from Canada. The 
drugs he actually received are fake 
'knockoffs' from India." The website has 
a prominent blow-up of the manufac- 
turers (Sun Pharma) name and the 
place of manufacturer on the pack. 

Sun, on its part, is not taking this ly- 
ing down. "We have taken up this matter 


with the FDA. Gabantin...(is) licensed | 


for sale in India by the drug controller's 
office and in two branded generic mar- 
kets similar to India for which we have 
registrations. This product is not meant 
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for sale in North America and is 
notregistered there. This is a pre- 
scription medication meant to be 
dispensed against a valid prescription 
from a medical practitioner — and is 
not meant to be sold in any other way 
including the Internet/mail order,” says 
an emailresponse from Sun Pharma. 

Neurontin is a blockbuster that gar- 
neredWarner-Lambert over $2 billion in 
revenues just within the US in 2002. 
Though some of Gabapentins key 
patents expired in January 2000, no 
company has yet been able to crack 
Warner-Lambert's legal defence and 
bring a generic version of the drug into 
the US market. Sun Pharma's Gabantin, 
however, is a generic version of 
Gabapentin, which has a valid process 
patent to sell in the Indian and other 
markets where product patents don't 
apply. The company maintains that it 
neither sold nor approved selling the 
product in the US market. 





But an action like this against Sun 
Pharma is completely out of the blue. 
After all, cost-conscious US nationals 
have for ages hopped across the US- 
Canadian or the US-Mexican border for 
their weekly shopping of generics. Phar- 
macies in Mexico and Canada have 
been selling un-patented products for a 
long time now, proudly proclaiming 
them to be imports from places like In- 
dia and China. The generic Gabapentin, 
for instance, is available in Canada for 
30-50% less than the price of Neurontin 
sold in the US. The Canadian patent law 
is more liberal than the US law. So while 
websites like www.canada-pharm- 
acy.com openly exhort Americans to or- 
der drugs from Canada online. “We help 
Americans buy prescription drugs from 
a pharmacy in Canada without leaving 
home. Every year thousands of Ameri- 
cans organise bus trips to Canadian 
pharmacies to buy their prescription 
drugs so they can save some money. 

That’s not necessary and, in 




























| has surprised the company and alerted: 


fact, it's a self-defeating process," says 
www.canada-pharmacy.com. 
But the FDA picking on Sun Pharma 


the Indian pharma industry. Earlier, the 
FDA issued a warning to Indias largest 
pharma company, Ranbaxy Laborato- 
ries, for selling an unapproved product. 

On 11 October 2002, the FDA's De- 
partment of Health and Human Ser- 
vices issued a stern warning to Ranbaxy 
managing director D.S. Brar for selling 
Guafenesin LA (600 mg) extended re- 
lease tablets without FDA approval. 
David]. Jorowitz, director of the Office of 
Compliance, FDA, wrote a ‘warning let- 
ter to Brar saying: “There is no approved 
application under the provisions of Sec- 
tion 505 on file with the FDA for Guafen- 
esin LA Tablets 600 mg as marketed by 
your firm. Therefore, the marketing of 
this product without an approved new 
drug application constitutes a violation 
of Section 505 (a) of the Act.” The FDA 
sought a response within 15 


| 





tives... and is not distributing any prod- 
uct,’ says a Ranbaxy response clarify ing 
that the company was only distributing 
the tablet. It says the warning letter went 
to 65 other US companies. As it turned 
out, it was a case of change of rules by 
the FDA under which extended release 
tablets of Guafenesin had become eligi- 
ble for new drug status — a fact that 
Ranbaxy and other US companies had 
overlooked in the case of Guafenesin. 
Sun Pharma's wasn't such a peculiar 
case. In fact, any Indian pharma com- 
pany could find itself in this position in 
the future. On its part, Sun Pharma says 
that even if an Indian pharma company 
does not wish to sell its product in the 
US or along the US borders, it can't pre- 
vent any distributors or dealers in India 
from selling the products there. "We 
know that our products are sold in Pak- 
istan or the UAE, But we don't sell them 
directly or indirectly to be sold in these 
countries. We have no way of finding out 
where our products are 








days. "Ranbaxy complied ig Adi inal headed, says the Sun 
with the direc- company says it Pharma response. 
ia stopped selling In a case like this, it's not 


clear what action the FDA 
can take against Sun 
Pharma. Remember, 
Sun is present in the US 
through its subsidiary 
Caraco Pharmaceuti- 
cals. At the time of going 
to print, FDAs Warren 
Rumble, the Ombuds- 
man of the Center for 
Drug Evaluation and Re- 
search was yet to respond 
to BW's questionnaires, 
Optimists, however, be- 
lieve that this move is part of 
the Bush administration's 
image-building drive in an 
election year. And that the 
administration will be more 
accommodating once the 
elections are over. Others liken 
it to the move by the Bush ad- 
ministration to reduce the 
number of H1-B visas which 
goes with a mutual assumption 
that the limit will be raised soon 
after the elections. Sanguinity - 
surely sounds sweeter than a 
conspiracy theory against the In- 
dian pharma industry. d 
RAJEEV DUBEY 
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If each 
food 
inspector 
visited 
one 
eating 
place a 
day, the 
turn of a 
restau- 
rant 
would 
come 
once in 
17 years 
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How the Delhi 
government works 





IGHTEEN young students did not 
take their summer holidays this 
year. Instead, they visited all the 
branches of the Delhi government 
— 10 departments, seven min- 
istries’ seven enterprises and three schemes. 
They collected material on the resources of 
these branches and their entrusted tasks. They 
talked to officials, users and victims of the gov- 
ernment. They hunted around for official and 
unofficial reports on its working. They took 
photographs of liquor shops and rubbish 
dumps. And — most important — they asked 
themselves how the tasks of the government 
could be done better, and with less resources. 
The result is the neat, spiral-bound report of 
the Centre for Civil Society, State of Governance: 
Delhi Citizen Handbook 2003. 

Here are some ofthe findings:. 
Bl Four out of five children who have passed 
class V from Delhi Municipal Corporation 
schools cannot write or read their own names. 
@ The government runs an old age pension 
scheme; anybody a Member of the Legislative 
Assembly certifies is considered eligible. A third 
of the beneficiaries were not old, and 168 were 
getting pensions although they had died. 
@ The number of food inspectors has re- 
mained 28 since 1960. If each inspected one 
registered food establishment a day, a restau- 
rant's turn would come once in 17 years. 
ll There are 29 drug inspectors, and they have 
only 5,000 establishments to inspect — roughly 
one a working day. But these establishments 
sell Rs 4,000 crore of fake drugs every year. 
ll A bus that runs two shifts would require two 
drivers and two conductors; along with clean- 
ers and mechanics. A Delhi Transport Corpora- 
tion bus has a dozen to look after it. No wonder, 
DTC loses Rs 2 crore a month. 
W Each holiday-maker at the government's 
holiday homes in Haridwar and Mussoorie in- 
curred a subsidy of Rs 1,545 in Mussoorie and 
Rs 2,612 in Haridwar. Between 1997-98 and 
2000-01, 151 ofthe 239 staying in the Haridwar 








holiday home and 206 out of 326 staying in the 
Mussoorie holiday home were Delhi officials. 
@ A quarter of Delhi's population receives no 
water from the government; two-fifths are not 
connected to sewage lines. A quarter of the wa- 
ter provided by the government is wasted. If it 
spent just a seventh of its annual wage bill to in- 
stal meters, it can check leakage and theft. 

@ Delhi Energy Development Agency installed 
solar water heaters at the houses of ministers 
and officials for demonstration, but these were 
useless since no member of the public could 
enter the VIPs' houses. In 1994-97, it spent 
Rs 11.3 lakh on advertising solar cookers, and 
sold cookers worth Rs 1.65 lakh. 

@ The government finances seven cow shel- 
ters; only 1396 oftheir capacity was utilised. The 
government spent Rs 4,416 per cow — more 
than it spent per schoolchild. 

But this report is not a simple piece of 
muck-raking. Every chapter has a section of 
suggested reforms based on six principles: 

1. Donotobstruct: Review, revise or remove 
all laws that restrict the right to earn an honest 
living, especially of the underprivileged. 

2. Separate provision from production: 
Provide money for goods and services, but 
leave it to the private sector to supply them. 

3. User fees, not taxes: Free or subsidised 
services are invariably regressive; charge the 
actual costs of power, water, etc. 

4. Expand choice and competition: Give 
subsidies without restricting the receiver's free- 
dom to buy services from his preferred source. 

5. Focus on core functions, contract out 
therest: Let hospitals concentrate on providing 
medical services, and contract out cleaning, se- 
curity, pharmacy and canteen. 

6. Give subsidies directly to users: Do not 
use them to reduce prices or distort incentives. 

A commendable exercise; I prefer it to Cal- 
cuttans' endless processions against some- 
thing or the other. They should be more con- 
structive, and should focus on changing things, 
not merely condemning them. i 
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our network follows. 
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TELECOM 


Children of a 
lesser God? 


After Trai's decision, what are the cellular players' options? 


FORTNIGHT after 
the Telecom Regula- 
tory Authority of In- 
dia (Trai) an- 
nounced the 
unified telecom licence, cellular 
players are still reeling with 
shock. They claim that in one 
single week, Trai and the gov- 


ernment have turned their f >Ç 


world upside down. 


| 7 a 
On Monday, 27 October, K pu 


Trai announced the introduc- 
tion of a unified licence for 
fixed and mobile service providers. 
That essentially meant that all fixed-line 
service providers could now start pro- 
viding mobile roaming services, after 


paying a certain entry fee. Two dayslater | 


on 29 October, it revised interconnect 
usage charges. The new interconnect 
charges will make mobile-to-mobile 
long-distance charges far more expen- 
sive than what they are now, while fixed- 
line long-distance calls become a bit 
cheaper. The very next day, the seven- 
member Group of Ministers (GoM) 
cleared the unified licence proposal. 


clear the 74% foreign investment in tele- 
com that the cellular industry has been 
lobbying for. 


Little wonder then that the fixed-line | 


players cannot stop smiling even while 
T.V. Ramachandran, director-general of 
the Delhi-based Cellular Operators As- 
sociation of India (COAI) bemoans: 
“The mood within the cellular industry 
is one of great dejection and sorrow at 
the extreme unfairness of the govern- 
ments decision." 

But is this really the end of the road 
for the GSM-based cellular service 








. happy about 







How the cookie 
crumbled in less 
than a week 

27 Oct: 


e Trai approves the introduc- 
tion of a unified licence 


29 Oct: 

e Trai brings in access 
deficit charges for mobile- 
to-mobile calls 


30 Oct: 
e Group of Ministers (GoM) 
clears the unified licence 


e GoM asks finance ministry 
to decide on 74% foreign 
equity in telecom 


providers? Or are there measures that 
they can take to ensure that the code di- 
vision multiple access (CDMA) players 
do not walk away with their customers? 
A close look at the options before them 


| suggests that they might not be as badly 
| offasthey claim to be. 


| Option1: Buy out smaller GSM players, 


and lobby for 3G spectrum availability 


_ Despite all the noise they are making, 
And, finally, the government refused to 


the unified licence actually confers 


(From left to 
right) Sunil 
Mittal of 
Bharti, Asim 
Ghosh of 
Hutchison, 
B.K. Modi of 
Spice Telecom 
and Rajeev 
Chandra- 
sekhar of BPL 
Mobile: Trai's 
decisions are 
nothing to be 
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quite a few advantages to the big cellular 
players like Bharti, IDEA Cellular and 
Hutchison. The unified licence will es- 
sentially make survival difficult for small 
telecom players — either basic or cellu- 
lar — who operate in just a few circles 
and lack an all-India footprint. That, in 
turn, makes it easier and cheaper for the 
bigger players to snap up small cellular 
companies in states the former do not 
operate in currently. 

Over the next few months, one can 
expect the bigger players to snap up 
smaller players in circles they do not op- 
erate in, thus filling in the gaps in their 
network coverage. Already, IDEA Cellu- 
lar has been talking to Escotel to pick up 
the latter's circles of Haryana, Kerala and 
Uttar Pradesh (west). And Escotel's valu- 


| ations are down since the unified li- 


cence was announced — by some esti- 
mates, its valuation has crashed by 
25-30% since the time the announce- 
ment was made. 

The big players could snap up small 
rivals even within their own circles and 
thus extinguish some competition. 
That's because Trai has allowed intra- 
circle acquisitions. All that they need to 


HEMANT MISHRA 





ensure is that there are at least three cel- 
lular mobile players in each circle. Al- 
ready, B.K. Modi has shown interest in 
hiving off the Karnataka operations of 
Spice Telecom. More such offers will 
come in. 

The big GSM players with all-India 
footprints will enjoy much the same 
economics as the CDMA players. 

There is one disadvantage the GSM 
players have currently vis-a-vis their 
CDMA rivals. The GSM players today 
operate only in the 900 MHz and 1,800 
MHz bands. That does not allow them 
to start offering 3G services anytime 
soon since globally 3G equipment for 
GSM operators is available on the 1,900- 
2,200 MHz bandwidth. On the other 
hand, the CDMA players can start offer- 
ing 3G applications from day one. 

On the other hand, if the GSM play- 
ers are allowed to migrate to the 1,900- 
2,200 Mhz band, they can also start of- 
fering 3G services. 


Option2: Take the war to the CDMA 
homeground 


The advantage that the bigger GSM op- 
erators have is that they have a footprint 
across large parts of the country. As of 
now, the bigger operators cover over 
anything from 1,200 to 1,500 towns 
across the country. So the operators al- 
ready base stations and equipment in 
all these towns. 

Therefore, it makes eminent sense 
to leverage this reach. Under a unified li- 
cence, these operators can start offering 
CDMA-based services, be they fixed or 
mobile. All they need to do is install the 
CDMA transmission equipment on 
their existing towers. This is quite on the 
lines of what the state-owned Bharat 
Sanchar Nigam (BSNL) did when it de- 


cided to come out with its mobile ser- | 
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vices. As a result, it did not 
have to invest much on in- 
frastructure. 

Already Bharti is talking 
interms of offering CDMA- 
based fixed-line services in 
the 16 circles that it cur- 
rently provides mobiles 
services. Sunil Bharti Mit- 
tal, chairman and group 
managing director, Bharti 
Telecom, says: "Now I can 
offer fixed-line services in 
Mumbai on the CDMA 
platform. That's something 
that we are looking at." This 
could be just the begin- 
ning. That is a great lever- 
age for a mobile service 
provider. All it needs to do 
is tap the top 20% of the key 
fixed-line markets. Once 
that happens, the real loser 
will be BSNL, which will 
now face competition 
across the spectrum. 

Later on, the GSM- 


The options for 
GSM-based 


cellular 
operators 





e Remain as GSM- 
based operators 

e Expand services to 
newer circles 

e Pick up rivals in 
circles where they 
operate 


Mix and match 
e Continue with GSM 
services 


e install CDMA 
equipment on the 
network 

e Offer fixed-line 
services on the CDMA 
platform 


Shift to CDMA 


e Gradually offer more 
services on CDMA 
including mobile 


e Demand for GSM 
services will then fall 


e Become a full- 


rent band of GSM-based 
cellular service providers. 
Once the cellular oper- 
ators kick off their wireless 
in local loop (WLL)-based 
fixed-line services on the 
CDMA platform, starting 
off regular mobile services 
will not be too difficult. 
Also, by then CDMA 
equipment costs would 
have fallen substantially. 
The same operator will 
be in a position to offer 
both services initially. That 
is quite on the lines of 
what the Tatas are doing 
today. It offers GSM-based 
cellular services under the 
IDEA Cellular brand and 
CDMA-based services 
under the Tata Indicom 
brand. Over a period of 
time, as tariffs on GSM- 
based services become 
more expensive, people 
will shift to the CDMA- 
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based service providers 
could also start offering 
CDMA-based mobile ser- 
vices. That will take the challenge to a 
greater height. The initial investments 
are definitely high and he will have to 
handle two independent technologies 
together. Already BSNL is doing that. 
That could be quite a headache for a pri- 
vate operator initially — but could be a 
big advantage as time goes by. 


come with SIM cards. Globally, mobile 
phone manufacturers are close to 
launching phones that can handle both 
GSM- and CDMA-based services. Once 


that happens, it provides a huge lever- | 
| istailored. 


age to operators who offer both services 
to their con- 
sumers. All that 
ú needs to do is 
change the SIM 
3 card to move 
$ from a GSM- 
based to a 
CDMA-based 


E 


when that hap- 


big shot in the 
arm for the cur- 
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the subscriber | 


blooded CDMA 
service provider 


based service. So, in a few 
years from now, the GSM 
operator of today can 
move over to being a fully mobile 
CDMA- based service provider. 

In the process, these companies can 
go in for the CDMA Ix EV-DO which is a 
notch ahead of the existing CDMA 2000 
1x network that Reliance has installed. 
Already EV-DO networks are up and 


| running in South Korea. This can help 
Also very soon, CDMA phones will | 





the present GSM operators to move in to 
the 3G world. But, the big issue is that of 
the investment needed to migrate to 
such a network. The costs will be huge. 
But then they will operate on the 800 
MHz band for which all 3G equipment 


The erstwhile limited mobility play- 
ers now have a fully mobile service. In 
the process, they have acquired a sub- 
stantial lead over the GSM players. But, 
the race is far from over. 

Going by the tenacity with which the 


| cellular operators have fought for al- 


service. If and | 


pens, it will bea | 


most three years, it is still too early to 
write them off. A new race has begun. It 
will be a while before the results can be 
seen. Till then, watch the cellular opera- 
tors bring in the latest technology to 
woo demanding subscribers. “al 
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Jagdish Khattar no longer wants 
Maruti to be a big car company; he 
just wants it to be a big, small-car 
company. M. Rajshekhar reports 


Udyogs (MUL) sprawling plant in Gurgaon, near 
Delhi, to meet a few of the company’s 268 vendors. 
The team does this every single day. Its job is to 
bring down the price ofthe 800 cc Alto LX model by 
Rs 40,000 to the price of the Maruti 800. It's one of 
the most important tasks before Maruti. After al- 
most 18 years, the 800 is on its last legs. The dies that have been 
stamping out the body panels will not be able to do so much 
longer. But Maruti wouldn't want to exit the A segment, in 
which the 800 and the Omni are the only products and sell 2 
lakh units a year. Even as recently as in 2002-03, these two ac- 
counted for 58.6% of the company's domestic sales volumes. 
The current dies, imported from Japan, were good for 
stamping out the body panels ofa million 800s. Now, two over- 
hauls later, they are expected to be around for another 2-3 
years. By then, they will have stamped out 2 million-2.25 mil- 
lion 800 bodies in all. The dies can be replaced, but itis a costly 
affair, and Maruti seems keener to replace the entire car with 
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ALTO is billed as the 
replacement for 800 


MARUTI 800 might be 


replaced in 2-3 years 
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XHIBIT A: A team of engineers is leaving Maruti | 





the Alto. This is important as Tata Motors is serious about an 
entry-level car at Rs 1 lakh (See ‘Less cost per car’). 

But the problem is the price differential between the air- 
conditioned 800 and the Alto LX. In September, MUL made its 
first move in that direction by reducing the price of the Alto by 
Rs 23,000. Today, the AC 800 comes for Rs 2.26 lakh, while the 
Alto LX costs Rs 2.65 lakh (prices ex-showroom, Delhi). So 
there is still a Rs 40,000 difference. If Maruti's engineering 
team cannot remove that differential, managing director 
Jagdish Khattar is not averse to the idea of buying cheaper dies 
(which have just a fifth the life span ofthe current dies, but cost 
about a sixth the installed ones) and continuing to sell the 800 
till he finds a feasible alternative. 

Exhibit B: Elsewhere in the plant, in the R&D centre, an- 
other engineering team is going over the design of another 
MUL workhorse — the Zen. Maruti now has the capability to 
design and remodel cars. In an industry where cars get minor 
facelifts every year, a major reworking every two to three years, 
and are replaced every four or so years, the Zen has remained 


now... 


WAGON R was given a 


minor facelift this year 


This ZEN will not be 
seen from next year 
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almost unchanged since 1993. The remodelled car is expected 
to hit the market next year. Maruti hopes the new Zen will be 
as much ofa success as Hyundai's Santro Xing. 

Exhibit C: Another team in the research and development 
centre is starting to develop a small car for all of South-east 
Asia (except Japan). This model is expected to be launched in 
the Indian market in four years. 

Let's recap for a moment. Small car. Small car. Small car. 

Indias biggest car company is putting in a monumental ef- 
fort to protect its turf in India's small-car market, especially in 
the A segment, in which it is the only player, but where the 
margins are as low as 1-2% (Rs 2,000 to Rs 4,000 per car). 

Remember 1999? New entrants had launched an unprece- 
dented assault on the B segment of the market. In the last 
quarter of 1998, Daewoo launched the Matiz, Hyundai 
launched the Santro and Telco launched the Indica. Around 
the same time, Fiat slashed the prices of its Uno and launched 
a diesel variant. At that time, Khattar had just taken charge as 
Maruti’s managing director. And, the wrangling between 
Suzuki Motor Corporation and the Government of India was 
over. So MUL laid out a grand plan to counter these players. 
(See 'Khattar Fights Back, BW, 27 December, 1999). It decided 
to launch models in every segment of the car market. 

Says a marketer who used to work at Maruti: “Over the "ll 
years, MULS brand value had begun to erode. It was seen only ` 
as a small-car maker.” Indeed, back in 1999, the company was 
suffering from hubris. It perhaps had something to do with 
being the market leader. Shouldn't Maruti have a presence in 
all segments of the car market? And so, the MUL team 
mapped all the new segments in the car market — and 
went with that shopping list to Japan. Recalls the mar- 
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adviser 
(engineering), 
Maruti Udyog 


keter: “The objective was to tell the customer 
whatever car he wanted, we had.” So, the com- 
pany decided to offer cars at every Rs 25,000 
price interval till the Rs 4-lakh mark and at every 
Rs 1 lakh price interval thereafter. 

The trouble was Suzuki didn't have cars for all 
segments. It had the Wagon R for the B segment. 
It had the Alto for the A and B segments. But it 
didn't have anything for the booming market for 
people carriers in India — Sumo, Qualis, et al. 
The best thing it could offer was the Versa. 
Launched as a higher end alternative to the 
Omni, it was expected to click. Says a senior executive who 
was part of Maruti's marketing team: "It was just a case of 
force-fitting what we had into the market." 

But the Versa bombed. Launched with sales expectations 
of a 1,000 units every month, it did about 100. The other 
launch, the Baleno, had an entirely different problem. It went 
up against the Hondas and the Mitsubishis, and it just wasnt 
aspirational enough. It lost money from Day One. Says an in- 
dustry analyst: "The question I have is whether the consumer 
had a problem equating Maruti with premium." 

Today, says Rohtash Mal, who was Maruti's chief general 
manager (market strategy and development), straddling an 
entire marketplace is little more than a pipe dream. It cannot 
be done. Not in India. "Why would I put equal parts of my 
money in every segment in the Indian car market?" he asks 
rhetorically. “I would do that if the return on investment was 
the same in each of them. But this market is so disparate. At 
the top end, I will be selling in very small numbers. I may end 
up concentrating on a business in which the returns are lower. 
That will pull away valuable management time. I may even 
lose my core competence." 

Hubris can be dangerous. Today, MUL is a marginal player 
in all segments above B. Perhaps because even its parent, 
Suzuki, the world's largest small-car maker, isn't significant in 
those segments. So, once MUL had exhausted all of Suzuki's 





"Maruti 
now has 
the ability 
to give 
facelifts 
to all its 
models" 








high-end products, it has been un- 
able to cope with the frequent up- 
grades and relaunches these seg- 
ments demanded. For instance, the 
Honda City has gone through two 
significant upgrades since its launch. 

Now cut back to the Gurgaon 
plant and the efforts of the engineer- 
ing teams start making sense. Khat- 
tar is back to focussing on Maruti's 
and Suzuki’s core strength — the 
small passenger Car. 

The fact remains that despite the 
assault in the B segment and in the 
absence of a blockbuster, Khattar has 
been able to retain 54% share of the 
Indian car market. Thanks to the 
launch of new B segment products 
like the Alto LX and Alto VX (1,100 cc) 
and the Wagon R, the collective vol- 
ume of MULS B segment cars — Zen, 
Alto and Wagon R — is larger than 
that of any other player in the market. 

But the pressure in the market is beginning to 
mount. The Santro Xing has created fresh excite- 
ment in the B segment. Hyundai is also planning 
to launch the Getz, which will straddle both the B 
and C segments. General Motors is set to launch 
the Matiz here as the Chevrolet Spark next year. 
Fiat has reworked the engine of the Palio and is 
planning to launch another B segment product. 
And then, there are Honda and Toyota. It is ru- 
moured that Honda Motors India will launch its 
small car, Life, in India. When asked, its president 
and CEO, Hajime Yamada, refused to comment. Another two 
to three years down the line, Toyota is expected to enter the B- 
segment with a small car from its Daihatsu range. 

1999 revisited, then? MULS next launch, a small car, is 18- 
24 months away. It will take that long to bring a Suzuki car to 
India. And while Suzuki has decided to use the Maruti plant to 
develop a small car for the Asian market, that is likely to hit the 
road even later, by 2007. After all, the company is starting to 
build the new car ground up. 

So how will Khattar fight the next lot of new entrants in the 
interim? First, remodelling and design changes like the one 
planned on the Zen will take prominence. As K. Kumar, ad- 
viser (engineering), Maruti, says, the company has the ac- 
quired the ability to give its cars facelifts. Two, the company 
has been giving some serious thought to what its core compe- 
tence in India really is. 


DILEEP PRAKASH 


N the eleventh floor of Jeevan Prakash building in the 
heart of New Delhi at Connaught Place, Jagdish Khattar 
looks jubilant. He has prepared well for the interview. 
Sheaves of management charts and reports lie on the coffee 
table before him. He has even dug out the notebook he had 
used while preparing for the Maruti public issue roadshows 
this year. Over the next three hours or so, he outlines how 
Maruti is reinventing itself. He flits from one chart to another, 
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pointing out trends in marketshare, production, dealer prof- 
itability, cost reductions, his promising used car business, 
vendor rationalisation... you name it. 

That afternoon, he spoke about a photograph he used to 
show potential investors during his IPO roadshows. It was a 
snap ofa typical middle-class Indian family — father, mother, 
son, daughter — riding somewhere on their two-wheeler in 
driving rain. Next to them was another family. But this one was 
comfortably ensconced in a Maruti 800. This was the vision 
that Khattar preached to investors. That is how he plans to 
grow his volumes. That afternoon, he said: "About 40 million 
Indians ride two-wheelers. I want to upgrade them to cars." 

Its an interesting statement. It is simultaneously aggres- 
sive and defensive. Think about it. Khattar is again turning to 
the 800 — the cheapest car India ever produced. This time 
around, he is no longer looking for growth by entering into 
new segments in the car market — as he did in 1999. Instead, 
he is now planning to grow horizontally, by taking the car into 
the hinterland, as far into it as it can 
go. From his office in Gurgaon, the 
head of Sona Koyo Steering Systems, 
Surinder Kapur, has been closely 
monitoring this evolution. It is a very 
exciting new strategy, he says: "The 
company is very clear about what it 
wants to do now." 

That is why Maruti has tied up 
with State Bank of India (SBI). Today, 
organised finance is available in just 
90-60 towns in India, but MUL has 
dealerships in 180 cities. The SBI 
deal gives MUL access to about 
9,000 SBI branches and another 
5,000 branches of its affiliate banks. 
It has hammered out a finance 
scheme buyers might find attractive. 


"If volumes do 
not come in, 
Maruti could 


be in trouble" 
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Source: Company reports 


Says Khattar: "A typical two-wheeler loan lasts 2-3 years, 
charges a high rate of interest, and has a monthly payment of 
around Rs 2,000. Now, SBI and its affiliate banks are offering 5- 
7 yearloans for the 800." They will charge a far lower rate of in- 
terest — around 9.5% — and the monthly instalment will be 
just Rs 2,800. With the State Bank of Patiala, MUL is coming 
out with a scheme where instalments can be paid every six 
months — after the rabi and kharifharvests. 

Initial results are good. Last year, between March and Oc- 
tober, SBI had financed 10,952 Maruti cars. This year, during 
the corresponding period, the bank has financed 24,414 vehi- 
cles. But the current advantage in this may get restricted to the 
beginner's lead. Nothing stops other manufacturers from ty- 
ing up with banks around the country if this scheme takes off. 
Telco already has a similar tie-up with SBI. Other car compa- 
nies, too, can forge similar alliances, and come out with simi- 
lar schemes. 

Arindam Bhattacharya, vice-president and director, 
Boston Consulting Group, says that 
Maruti is playing to its strengths. 
However, the question is how prof- 
itable can such a business be? In- 
deed, faced with aggressive com- 
petitors, MUL has been slashing its 
prices for a while now. And the im- 
pact on its profitability has been jar- 
ring. In 1993-94, MULS turnover was 
Rs 2,792 crore and its pre-tax profit 
Rs 136 crore. In 2002-03, while its 
turnover had risen to Rs 9,063 crore, 
its pre-tax profit had grown to just 
Rs 282 crore. Between 1998 and 
2002, its net profit margins slipped 
from 10% to 1.30% before rising to 
3%. Says an industry observer: “By 
manipulating prices, Khattar has 
kept a dying patient alive." 

But look at it from MULS point of 
view and you will realise Khattar did 
not really have an option. Today, the 
company’s quest to buttress its bot- 
tomline has two elements. First, 
some of the pressure on the bottom- 
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Less cost per car 


T Tata Motors, marketers are struggling with the same 
question as Jagdish Khattar. Should a company try and 
aggressively expand the market, or should it wait for the 
market to grow into something it is more familiar with? Today, 
all the car companies in India that are launching products only 
in the C segment and above are banking on the latter strategy. 

Khattar has resorted to finance schemes. At Bombay House, 
the Tatas are trying something more audacious — a car for just 
Rs 1 lakh. The implications of such a car are obvious. It could 
be a stepping stone from the two-wheeler market to the car 
market. As Rajiv Dube, vice-president, Tata Motors, says: “This is 
the segment with the highest potential in the car market.” 

But there are two issues. One, is it possible to make such a 
car? To keep prices low, the Tatas are talking to India’s two- 
wheeler and two-wheeler component 
manufacturers to create a basic four- 
seater. Talk to rival carmakers, and 
you sense outright scepticism about 
the project. The consensus is that to 
meet this price point, or to even 
come close to it, the Tatas will have 
to redefine the concept of a car itself 
— the engine size, carrying capacity, 
the bodywork. And in that case, will it 
meet increasingly stringent emission 
and safety norms? For his part, in an 
interview to the Financial Times at 
the Geneva Motor Show six months ago, chairman Ratan Tata 
insisted that “it would not... be a poor substitute for a car... It will 
look like a car and have proper seating — stretched canvas 
seats would not, for example, be acceptable”. 

The project is headed by the head of the Tatas’ passenger 
car business, V. Sumantran. It should be interesting to see what 
they come up with. For his part, Maruti Udyog managing direc- 
tor Jagdish Khattar says he is not too worried. In True Value, he 
says, “I can offer a real car for a lakh.” 








line will be reduced by cost reductions. The company has set 


itself (and its vendors) the target of a 50% improvementin pro- | 


ductivity and a 3096 reduction in costs in three years. 

Some more of the pressure will be taken off by the new 
businesses. It's hard to explain what the new-look Maruti 
Udyog will be like. But let me try. In the old days, the com- 
panys operations could be boiled down to a simple three-box 
flowchart. Components came from the ‘vendors’ to the 'fac- 
tory’ where they were assembled and then sent out to the 
‘dealers’. In this scheme, you know where the company’s rev- 
enues come from. The new scheme is more complicated. It re- 
volves around the total total lifetime value ofa car. 

Work on this began in 1999, when a MUL team, wondering 
about new revenue streams, travelled across the world. Says 
R.S. Kalsi, general manager (new business), MUL: "While car 
companies were moving from products to services, trying to 
capture more of the total lifetime value of a car, MUL was just 
making and selling cars." If a buyer spends Rs 100 on a car dur- 
ing its entire life, one-third ofthat is spent on its purchase. An- 











other third went into fuel. And the final third went into main- 
tenance. Earlier, Maruti was getting only the first one-third of 
the overall stream. Nor was that all. As the Indian market ma- 
tured, customers began to change cars faster. Says Kalsi: "So 
the question was, if a car is going to see three users in, say, a life 
span of 10 years, how can I make sure that it comes back to me 
each time it changes hands?" 

That was the theoretical underpinning. From this were 
born "Project Vistaar" (a move to capture a car’s maintenance 
cost) and True Value. Says G.C. Dwivedi, general manager 
(new business), MUL, who heads the True Value operations 
for Maruti: "Back in 1999, the company decided that aslong as 
a car is on the road, all owners should have the same experi- 
ence." At that time, the MUL team also found was that the 
used car market in developed markets was 2-3 times as large 
as the new car market. In India, that ratio was 1:1. People kept 
their cars longer as it is not easy to trade in an old car, thanks to 
information asymmetry. Now, 
Maruti has created a system where 
dealers pick up used cars, recondi- 
tion them, give them a fresh war- 
ranty, and sell them again. 

True Value is one more way of 
getting the hinterland to upgrade to 
a car. Maruti wants its dealers to 
start trading in cars. Dealers in the 
cities should buy cars and sell them 
to dealers in the hinterland. Right 
now, while such a sales mechanism 
is in place, all cars are being sold out 
in the cities themselves. So, the company’s focus is currently 
on creating events and loyalty initiatives to grow the volumes. 
“Do you see what Maruti is doing?” asks Khattar. "We have cre- 
ated a number of new revenue streams without making large 
investments. All investments for True Value are made by deal- 
ers. The financing deals with SBI and the insurance deals with 
National Insurance Company are just alliances. I have plug- 
ged into the ecosystem that is the entire Indian car market." 

Right now, his team is busy fine-tuning another innova- 
tion. While researching, says Kalsi, ^we found that rural people 
had strange notions about a car — that the EMI (equated 
monthly instalments) would range between Rs 4,000 and 
Rs 5,000. That, plus another Rs 1,500-2,000 for monthly main- 
tenance, another Rs 1,000 for fuel (would be the cost of using 
thecar)." To counterthat apprehension, the company is work- 
ing on a novel idea. Control over the fuel bill is in the con- 
sumer' hands. But, maintenance need not be. Says Khattar: 
"What the company is doing now is saying how much you 
spend on fuel is in your hands anyway. As far as the mainte- 
nance cost is concerned, if you want it that way, we will charge 
alittle extra in the EMI and offer free maintenance." 

This newtack in car marketing is evoking mixed reactions. 
Says a rival car marketer: "This is the car business. Not a com- 
modities game, where you keep flogging an 18-year-old car. 
Why will anyone buy an 18-year-old car when far better tech- 
nology is available in the market today." Counters the former 
Maruti marketer: "When we sneer at the 800, calling its tech- 
nology old and passé, we forget that this is where the volumes 
are, India is a Nirma market." But Rajiv Dube, vice-president 
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“The efficiency 
drive has so 
far touched 

only the tier-I 
suppliers" 


(commercial), passenger car 
business unit, Tata Motors, asks: 
"How do you explain the fact that 
4096 of the people buying B seg- 
ment cars are buying a car for the 
first time." But Hero Hondas Atul 
Sobti has an important point to 
make: "For the rural customer, 
‘old is gold’. They will buy any ve- 
hicle that is tried and tested. The 
company shouldn't even think 
that sales will go up by 20-30%. 
That will be incrementalism. This 
is a 1X/2X kind of a change." 

Says strategic marketing con- 
sultant Rama Bijapurkar: "There 
is no faulting what Khattar is do- 
ing. Upgrading people from two- 
wheelers is a great idea. But there 
is one problem. This is the high- 
volume-low-margin game. If volumes don't come through, 
the company could be in trouble." Consider this. Khattar is 
now going to focus on the A and B segments. In the A segment, 
margins are the lowest. B is heading for stiff competition. And 
A has been shrinking for four consecutive years now. 

And that is the question. Can the 800, or its eventual re- 
placement, the Alto LX, generate those volumes. Former MUL 
chairman and managing director R.C. Bhargava, who is now 
back on the company's board, thinks the A segment will re- 
vive. He says: "Everywhere in the world, as auto markets 


Holding the fort... 





You know the score. Next year, Hyundai will launch the Getz and General 
Motors will bring in the Matiz. Honda might be bringing in the Life. In another 
two to three years, Toyota will launch a small car. How does Jagdish Khattar 
plan to keep his topline growing despite increasing competition? That is, apart 


from launching the Zen under a new skin. 


e Market Expansion Khattar is trying to offer a sweet deal to India's 40 








MARUTI UDYOG 








evolved, people moved out of the 
A segment very fast. But it is a mis- 
take to assume that the same 
thing will happen in India too. The 
incomes (and, hence, buying ca- 
pacities) here are far different." 

Having said that, for the A seg- 
ment to grow, MUL will also have 
to ensure that the price differen- 
tial between A and B is main- 
tained. Says A.P. Gandhi, the for- 
mer president of Hyundai in 
India: "If you look at the pricing 
trend in the B segment, you will 
see that all players have held their 
prices steady and added value." A 
free air-conditioner thrown in 
here, a stereo there. In all, there- 
fore, there has been a downward 
trend in pricing. 

If the differential goes, people 
might go directly into the B seg- 
ment. What would be even better 
is that if Maruti manages to cut A 
segment costs, the car will be- 
come affordable to a larger mar- 
ket than before. Having said that, 
some analysts remain sceptical 
about the possibility of reducing 
the 8005 prices further. “New emission norms will come in. All 
the fixed costs have been depreciated. The variable costs have 
been pared to the bone. Whatever value engineering they 
could have done (on the 800) has been done over the past 17- 
18 years." Bhargava disagrees. So far, he says, "the efficiency 
drive has reached only the tier-I suppliers. Now, even the guys 
lower down have to start looking at price reductions." Gandhi 
wonders how much that can be. “Raw material accounts for 
68-70% of a car's cost. There is nothing you can do about that. 
All you can do is spread the overheads over a larger base." So, 
whatis the core strength that will make or break 
this strategy? According to Mal: "It is MULS abil- 
ity to keep lowering the prices. You do that by 
working with vendors, assuring them them that 
for every drop in price, volumes will go up." 

And then, there is the B segment. To main- 
tain his share in the B segment, Khattar is turn- 
ing again to True Value. Again, every time any of 
his 3.2 million owners of 800 or the Omni decide 


R.C. Bhargava, 
director, 
Maruti Udyog 
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million two-wheeler owners. A seven-year finance scheme brings EMIs down to 
about Rs 2,500. 


@ More money per car Tot up all the money lavished on a car during its 
life, says MUL, and you will find that 33% went into buying it. Another 33% 
went into fuel. And the rest went into maintenance. With Vistaar, the company 
is grab a big chunk of the maintenance spends also... 


€ Pre-owned cars MUL has finally started leveraging the vast population 
of MUL cars on the Indian roads. Entering the used car business has several 
advantages — it gives dealers and MUL a new revenue stream; it makes MUL 
cars affordable to people baulking at the thought of a seven-year loan; Best of 
all, by offering generous discounts to people swapping their existing car for an 
MUL product, the company can keep its flock together. 


to trade in their car, and upgrade. His dealers 
will give them loyalty discounts to get them to 
upgrade to a Maruti B segment car. 

One way or the other, in the auto laboratory 
called Maruti Udyog, some assumptions about 
the Indian customer are about to be tested. Is he 
price conscious to the point of buying an 18- 
year-old model? Do seven-year EMIs work? Will 
he go directly to B? Can a car company survive 
without a blockbuster? It should be fun tracking 
this experiment. » 
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There is a new 
star in the Indian 
film industry and 
it is the organised 
sector. It has not 
only brought in 
more variety, but 
also better 
revenues. by Vanita 
Kohli-Ahandekar 

ENS T is party time for the Indian film 


E industry. The good newsis not that 
E Indian films are doing well. It is 


E that the film business is now being | 


| controlled by the organised sector. 
E The host of film companies that 
BB started cropping up two years 
back, funded by venture capital funds, 
banks and institutions, are here to stay. 
So names like iDream Production, Met- 
alight, Crossover Films, Galaxy Enter- 
tainment, The Factory, Shringar Cine- 
mas, Applause Entertainment, Adlabs 
Films, PVR Cinemas and DT Cinemas 
are now becoming as common to film- 
making as a Hindustan Lever is to fast- 
moving consumer goods (FMCGs). Just 
like FMCGs make money by creating 
dozens of varieties of soaps, shampoos 
and other products at every price point 
and for every segment in the crazily het- 
erogeneous Indian market, films now 
cater to almost every kind of viewer. You 
could watch a Joggers Park, the story ofa 
65-year-old man’s infatuation with a 
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younger woman, for Rs 150 at a multi- 
plex or a Chalte Chalte, a mass-market 
film on marital discord, at Rs 20-50 in a 
regular theatre. The sheer range of ideas 
and themes in films today is amazing. 
For an audience that has easy access to 
over 100 satellite channels and DVDs, 
this variety coming from their home 
market is fun. So anything from Koi Mil 
Gaya (a cross between ET, Forrest Gump 
and Eeshwar)to Hungama (a ‘timepass’ 
caper), works. 

No wonder that films like Koi Mil 
Gaya, Tagore, Baghban, Bhoot, Gangaa- 
jal, Tiruda Tirudi, Kaka Kaka and 
Kaadal Kondein have set cash registers 
ringing across the country this year, 
whereas in 2002, except for Raaz, the in- 
dustry did not see any big hits (See 
Agony, BW, 9 September 2002). Almost 
every producer watched in disbelief as 
the business went through a roller- 
coaster ride that saw revenues drop 
from about Rs 4,500 crore to Rs 3,900 


crore. Going by the estimates for 2003, it | 
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` The new-age movie companies _ 


Production Distribution Exhibition 























looks like the industry couid wipe out its 
losses, maybe, even end up with a gain. 
Most of the 300 movies up for release in 
the next three months have already 
been sold to the trade. Even Hollywood 
films saw gross collections at the box of- 
fice go up by 40%. 

"Something happened in the last 18 
months," reckons Aditya Shastri, man- 
aging director of the News Corporation- 
owned Twentieth Century Fox. It sure 
did. A bad year combined with several 
policy initiatives from the government 
and the entry of new investors has fi- 
nally forced some permanent changes 
in the film industry. Filmmaking, distri- 
bution and exhibition is now a business 
controlled by a dozen or so rapidly-inte- 
grating companies, and not 6,000 pro- 
ducers and hundreds of distributors. Of 
the 600-odd films this year, about half 
were made, released and shown by or- 
ganised film companies. That is the 
"fundamental change”, as Pankaj Sethi, 
CEO, Mukta Arts, puts it. The result is a 
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more efficient and profitable industry. 
So, average costs are down to Rs 2 crore- 
5 crore from Rs 10 crore-15 crore thanks 
to a host of cost-cutting measures 
across the chain of production, distrib- 
ution and exhibition. Add to this better 
revenue declaration by organised multi- 
plex and distribution firms, new rev- 
enue streams like in-film advertising, 


and you get a more profitable industry. | 


A larger number of films now make 
money — about 7096 compared to the 
5096 or so earlier. 


Hello India 


How did it happen? The credit for bring- 
ing more variety to films and making 
them profitable goes to multiplexes. 
Consider this: for over 50 years, films 
have been made for large, single-screen, 
1,000-seater theatres. To fill these the- 
atres it was imperative to make a mass- 
market film that talked to everybody — 
men, women and children, the old and 
the young, the upmarket and the down- 
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market crowds. Film distributors paid : 


huge advances to big-budget, star-stud- 
ded films that were sure to attract large 
crowds irrespective of the films quality. 
So an Amitabh Bachchan or a Yash 
Chopra film had a guaranteed initial 


pull. Thus, less attention was paid to ` 


the cost and quality, and more to get- 


worked as long as the films were 
good, but declining returns set in 
when there were more 
mediocre films and, finally, 
plain bad ones. Remember 
Akayla, a film that sold on the 
Bachchan name but turned 
out to be a dud? 


masses in meant that experi- 
mentation was difficult. For ex- 


when English, August was re- 
leased in 1995, it suffered as 
1,000-seater theatres simply 
couldn't afford to have a niche Eng- 
lish film running for long. With noth- 
ing but old-style films to watch in 
crummy theatres, audiences went away. 
The cinema-going habit saw a decline 
with the number of movie-goers falling 
from 32% in 1991 to 29% in 2002 accord- 
ing to the National Readership Survey. 
A combination of things like indus- 
try status and a tax-holiday saw a new 
wave of investment in production and, 
more importantly, exhibition in 2000. A 
multiplex is a theatre with 4-5 screens 
each having 200-300 seats. The average 
price per ticket in multiplexes is Rs 100- 
150 against a national average of Rs 20. 
That means it has far more flexibility to 
mix and match shows, films, timings 
and prices ensuring better returns even 
on average films. So a film like Joggers 
Park gets an equal chance in Mumbai, 
its natural market, and also in Kanpur, 
which could be a niche market for it. 
"Downsizing of capacities has given a 


| boost to middle-of-the-road films. 


Smaller capacities imply these are easier 
to fill up," says Vikramjit Roy, head of ac- 


| quisitions, Columbia Tristar. 


But variety is not the biggest reason 
why increasing portions of the indus- 
try's revenues now come from the 65- 
odd screens in multiplexes instead of 
the 12,000 single-screen theatres. 


Manmohan Shetty of Adlabs Films and 
DT Cinemas' Eijaz 


BUSINESSWORLD 39 17 NOVEMBER 2003 


ting the right kind of people. It | 


Plug The Hole 


It is also because 10096 of the revenues 
of a multiplex are declared. Though 
nothing stops a single-screen theatre 
from declaring revenues fully, the fact is 
that it doesnt. The leakage in the tradi- 
tional theatre system is so high that the 
real numbers of the industry are a mys- 
tery. "There is no concept of reporting 
revenues," says Sriram Chander, direc- 
tor, The Chatterjee Group (it has invest- 
ments in Crossover Films, PNC and 
Galaxy Entertainment). Under-declara- 
tion by theatres and distributors are es- 
timated at Rs 1,500 crore-2,000 crore or 
about 50% of the estimated size of the 


| industry. In Bihar, Uttar Pradesh, 


Also, the need to get the | 


ample, Shastri remembers that | 





Haryana and Punjab, it is normal for a 
producer to take a fixed amount from 
distributors and write off the film. He 
knows that he will not get anything out 
of these markets even ifthe film is doing 
well. As multiplexes plug the leak in big 
and small towns across India, more rev- 
enues come into the film kitty. That 
means better returns for any film. 

Now factor in another thing. A large 
amount of the investment coming into 
fiims is going into setting up new 
screens or rejuvenating old ones. Going 
by industry estimates, about 1,000 new 
screens will be coming up at a cost of 
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about Rs 2.5 crore-3 crore each. That is 
Rs 2,500 crore-3,000 crore going into 
film retailing, making it the "most capi- 
tal-intensive part of the film business 
chain," as Kajal Eijaz, CEO and director, 
DT Cinemas, puts it. So it is imperative 
for all the companies that have put 
money into these screens and theatres 
that occupancies hit 55-6096. Which 
means they have the greatest monetary 
interest in ensuring that people come to 
theatres. To get them to do that there has 
to be what Uday Singh, managing direc- 
tor, Columbia Tristar, calls "a slate of re- 
leases". And each has to be compelling 
enough to pull people to the theatres. So 
exhibitors like Shringar Cinemas and 
Manmohan Shetty's Adlabs integrate 
backwards into the business of making 
films themselves. Adlabs set up a 10096 
subsidiary, Entertainment One, to fi- 
nance and produce films. 


Cut The Costs 
There are others who rely on the scores 


of efficient film factories that have | 


sprung up. Each has 6-10 films on hand, 
all with varying budgets. A bulk of them 
have been shot on tight schedules, at 
times with unknown scriptwriters and 
directors, with money borrowed either 
at low interest rates overseas, or from In- 
dian institutions. Invariably, smaller 
budgets and tighter schedules mean 
months and months of pre-production 
planning, something which was previ- 
ously unheard ofin the industry. 


Consider, for example, Kaleido- | 


scopes The Rising starring Aamir Khan 


and co-produced by Entertainment, 


One. At Rs 35 crore, this tale of Mangal 
Pandey and the uprising of 1857 is by far 


the most expensive film being made | 
currently. It took Kaleidoscope manag- | 


ing director Bobby Bedi one-and-a-half 
years of pre-production work before the 
shooting actually began last week. The 
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Chopra of Baghban fame and 
Kaleidoscope's Bedi: Smaller, tighter 
schedules mean lower costs 


last few months saw rumours about de- 
lays in the film's completion. Bedi re- 


FILM INDUSTRY 


mains unconcerned. "It is better to | companieslike Mukta Arts are also find- 


throw away what you have done on 
pieces of paper (plans), that doesn't cost 
anything," he says. Bedi has spent most 
of his time putting together the best 
deals to get a good global release for The 
Rising. So there is a deal with one of UK's 
biggest sales agents Capitol Films and 
another with a smaller one from South 
Africa Distant Horizons. "When I go in 
fully prepared, I shoot more efficiently," 
he adds. From the time it begins shoot- 
ing next week, Bedi expects The Rising, 


with its global crew and Indian theme, ` 


to be in the cans within six months. 
Bedi knows his stuff. Kaleidoscope's 
Saathiya, one of the successes of 2003, 
took 70 days to shoot. The yet-to-be-re- 
leased Mia Maqbool was wrapped up in 
50 days. Both films took under six 


months from concept to completion. | 


American Daylight, another release 
lined up for 2003, was shot in 35 days. Al- 
most every filmmaker and production 
house we spoke to 
— trated spells as they be- 
lieve that it results in a 
better film. “At least 
people remember the 
names of the charac- 
ters they are playing," 
quips Ravi 'Baghban' 
Chopra. 
Many of these new 
'efficient production 






2003 
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shoots only in concen- | 





ing it worthwhile to integrate forward 
into distribution and exhibition. Others 
prefer commission deals with distribu- 
tors instead of taking advances. That 
means “the producer questions the fi- 
nancial integrity of the distributor more, 
he has to show more (revenues)," reck- 
ons Eijaz. Another win for transparency 
and better returns. 


Hello Hollywood 


Even as the entire chain from produc- 
tion to exhibition gets more efficient 
and integrated, other revenue streams 
have started emerging. For example, in- 
film advertising and co-branding alone 
brought in an estimated Rs 200-odd 
crore last year. "Things are looking up," 
agrees Sanjay Bhutiani, head of Leo En- 
tertainment, a part of ad agency Leo 
Burnett. Bhutiani spent two years trying 
to convince filmmakers and advertisers 
to talk to each other. From just one deal 
in 2002 (Kaante-Thums Up) he is now 
working on more than a dozen movies. 
There is Shahrukh Khan plugging Cas- 
trol as a truck driver in Chalte Chalte, 


| there is the Plan-8 PM tie-up, Baghban- 


Tide, Baghban-Tata Tea,... the list goes 
on. All these reduce the dependence on 
the box-office which is very high even 
now at roughly 50-6096. Compare that to 


. Hollywood where just 2796 or over $8 


billion of its $29-odd billion revenues in 
2001 came from the box-office. A bulk of 
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WHAT HAPPENED TO THE GLOBAL DREAM? 


shish Bhatnagar, CEO of iDream Production, is 
A explaining why operating in the sub-billion dol- 

lar Indian market makes no sense for his com- 
pany. "It is very small," he says about a market that is 
currently a favourite. At an average ticket price of Rs 
30, a producer gets 2596 or Rs 7.5. Whereas the over- 
seas market offers 5096 of an average ticket price of 
£7-8 or Rs 245. “So the decision is up to me whether | 
want to be in a 30 cents market or a £3 one. After 1.5 years of existence in this area, we 
know that the growth we want is not possible in India, so we are making mainstream 
English films." iDream set up a UK office this year and the first global project King of Bol- 
lywood is being shot with Om Puri and Sophie Dahl even as we write. The target is to get 
70% of its revenues from the global market. "What | am trying to crack is the next 
Crouching Tiger Hidden Dragon," says Bhatnagar. 

Bhatnagar is bang on. It is getting the right ‘global’ film, one which appeals to the 
Poles, Canadians, Indians, Americans, Chinese and others that will put Indian films 
firmly on the business map of the global film industry and bring in the money that the 
market has till now shown the promise of. So far, none of 'Oh Bollywood' feeling that the 
rest of the world has for India has resulted in action where it matters — revenues. India 
has still not cracked the global market. Even if it gets a film right, it needs the strength of 
a Columbia Tristar or a Warner Brothers to showcase it across the world, say observers. 

Tough luck, that is not about to happen anytime 
soon. Columbia Tristar has been around since 1934. 
This Sony Pictures Entertainment subsidiary got into 
local film distribution a few years back and got 33% of 
its gross collection in 2002 from Indian films. It has 
taken all of two films overseas —Lagaan and Mission 
Kashmir — largely because its broadcasting arm had 
bought the rights to them. What is true for Columbia 
Tristar is true for the rest of the Hollywood majors too 
— Twentieth Century Fox, Paramount Pictures, Warner 
Brothers — they have been around for decades but 
have shown little interest in taking Indian films abroad 
or producing films in India to suit the global palette. 

You can't blame them. India has proved to be a re- 
ally difficult and bureaucratic market. Everything 
from approval of the script to the visas for the crew 
can be a headache. Singh points at markets like 
Brazil and Spain where Columbia Tristar makes films, largely because these countries 
provide incentives for producing films there. The UK, after it discovered that Indian film- 
makers were spending close to £3 million shooting there, now has some representation 
at Ficci's Frames, the annual entertainment industry do. In contrast, we do very little to 
either encourage foreigners to come and make films here, or for Indians to export them. 
As for special effects and animation, sure there is a lot of potential there. But Aditya 
Shastri, managing director, Twentieth Century Fox, says that to win work from Hollywood, 
Indian special effects firms have to be based there like Indian software majors. 

But don't despair. The beginnings of hope for making money out of the India feeling 
is coming from an mix of smaller global and Indian firms. There is iDream and Kaleido- 
scope. Its portfolio is full of films that will be marketed by US- and UK-based sales agents 
like Capitol Films. The Rising and American Daylight are made by a transnational crew 
with a star cast and theme that is part Indian, part global. There is Hyperion Pictures with 
Marigold, again an Indian star cast and setting, but a global crew with marketing and dis- 
tribution by the Australian Becker Films. Then Miramax is producing Gurinder Chadha's 
Bride and Prejudice. Of course, Miramax's interest also comes from the $80 million that 
Chadha's earlier film Bend it like Beckham grossed worldwide. That is the language that 
Hollywood understands. Once we start making movies that make money globally, irre- 
spective of whether anyone understands them or not, the studios will not be far behind. 











Columbia Tristar's Finding 
Nemo and Swat 
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FILM INDUSTRY 


the rest, about $20 billion, came from 
home entertainment. 

You could argue that a similar de- 
risking happened in India in the 1990s 
when music and satellite rights became 
important. However, at that time, it was 
the producers who raked in 100-200% 
profits by selling all rights before release. 
So if the film did just about average busi- 
ness, there was no margin for the trade 
to make money since they had paid too 
much money upfront to start with. Pro- 
duction companies are now pricing the 
rights more realistically, leaving enough 
margin for the trade. Their expectations 
of returns are far more realistic too. 
“Even if we get a crore in profits with a 
film, it is good,” reckons Praveen 
Nischol, CEO, Entertainment One. He 
expects to continue making money 
from films like Gangaajal, Inteha or 
Main Madhuri Dixit Banna Chahti 
Hoon long after they are out of the the- 
atres — due to overseas rights, DVDs, et 
al. A steadier 20-30% in profits for each 
player across the chain, over a larger 
number of movies and a longer period 
of time is what most production com- 


panies are targeting. 


Sure you could add other factors that 


| have ensured better returns — like mar- 
_ keting, concentrating on the first weeks 
| or “loading the front”, as Singh puts it. 


But these play the role that a supporting 
cast does in a film. The main job has 
been done by multiplexes and by organ- 
ised production companies. The struc- 
tures are now in place, all they need is to 
build size. That will happen as more 
screens are added, costs are cut further 
and global markets are addressed. 

So have we arrived? Yes, we have as 
an industry and a respectable profitable 
film-producing country. There is some 
fear about the coming consolidation 
and the oligopolies it could create. Will 
3-4 studios control filmmaking, distrib- 
ution and exhibition like in the US? Sure 
they could. 

But in a market that has long suf- 
fered the effects of 6,000 producers do- 
ing their own thing, consolidation is 
long overdue. Also, with umpteen lan- 
guages and a cultural context that could 
vary within the same town, India is one 
of the most heterogeneous markets in 
the world. The sheer variety of Indians 
will ensure that the film industry keeps 
pace with some of its own. E 


Luxury now comes 
with a key 


Own a 5-star hotel room for life, 
at just Rs. 9.9 lacs 


Unmatched Facilities, Amenities & Benefits 


* Piccadilly condos are Vastu approved by Mr. Ashok Sachdeva, the renowned 
Vastu expert * Round-the-clock services, catering and housekeeping on 
request * Restaurants, Swimming pool, Health club, Sports facilities * Why 
spend around 2 lacs for a week at a timeshare, when for only 5 times the 
amount you can own a condo, for life * Utilise, resell or lease out at your 
discretion * For the amount you spend on 300 nights in a hotel you can own a 
condo, for life * Easy installment plan available * Loans from reputed banks 
available * Model condo ready for inspection * Ready possession available 


Special offer! ee | 
* Free life membership to Emerald Club worth Rs. 1.39 lacs Actual photograph of Bedroom interior 
* Free furniture package on booking before 30th November 2003 


AA Keys for the Ist phase have been handed over KC ad ill 
d Light years away from pollution and congestion. 
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7 minutes from the W.E. Highway, 15 minutes from the 
YAL PALMS ` c 2 
international airport and 30 minutes from Bandra. 


aorta Conditions apply. MEG EALA 0E IE IE: PEMEX EE chee Ae LTB 


World class office spaces for just Rs. 7.9 lacs 


There's only one way your business can go from here. Up. 
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Infrastructure: * 14 feet height with 320 sq. ft. area and 80 sq. ft. loft 
totaling 400 sq. ft. area * World class office systems * Hi-tech plug and play 
environment * High speed internet connectivity * Dedicated mini telephone 
exchange on the estate * Uninterrupted power supply * Medical center, 
Meditation center, Sports facilities, Restaurants and Cafeteria * BEST 
and private bus services starting from the Royal Palms estate up to 
Goregaon station * Well laid out roads for easy access to the estate from 
Goregaon station * Standard layout can accommodate 15 people 


Conditions apply 


Special Offer 


One exclusive membership to Emerald Club 
worth Rs. 1.39 lacs on purchase of every unit 





Enquiries solicited for larger office spaces. 





Financing options available from ICICI 
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V. SONI is currently mark- 
ing time. The 25-year-old 
works as a nurse at the Ma- 


nipal Hospital in Bangalore. | 


But two months ago, Soni 
took an important step to 
change her life and career 
for the better: she applied fora H1-B visa 
for the US. As the eldest of three siblings, 
Soni is still unmarried. Under normal 
circumstances, that would make her 


just the kind of ‘high-risk’ case that im- | 


migration authorities at the US Em- 

bassy in India would reject outright. 
Instead, there’s more than a good 

chance that sometime during the next 


18 months, Soni will actually get her visa | 
and wing her way to workin a hospitalin | 
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the US that would fetch her $40,000 a 
year, several times her current salary of 
Rs 72,000 ($1,565) a year. All in a com- 
pletely legitimate manner. 

It's no sleight of hand. Today, the 
healthcare system in the US is reeling 
under a shortage of pharmacists, thera- 
pists and paramedical staff. But it is 
well-trained nurses like Soni who are in 
greatest demand. The average age of 
nurses in the US now is 46 years. During 
the next 10 years, a significant percent- 
age of them will retire. Paula Bradley is 


| the regional director of the Arizona- 


based Banner Staffing Services, a sub- 
sidiary of Banner Healthcare, Arizona. 
She says not too many youngsters are 
signing up to become nurses in the US. 


One reason, she says, is that nursing is 
seen as a very demanding profession 
and most women nowadays are in- 
clined to look for softer career options. 
And though the US government has in- 
stituted scholarships and extended gen- 
erous concessions to nurses, nursing 
schools are still running empty. So, for 
the first time, the US is beckoning with 
the offer of permanent resident status 
(Green Card) even before the person 
puts her foot on US soil. 

It is also the first time in the history of 
US immigration that the Green Card is 
being offered to a professional group 
this fast. Indian IT professionals, for in- 
stance, had to wait for up to 10 years be- 
fore they could get their Green Cards. 


Me 


‘indian nurses are in 

‘demand. While they 
“have been manning 
"hospitals i in the Middle 
ba hse. -East for a while now, 
“the demand for their 
skills is now booming 
in Europe and the US. 


Gina S. Krishnan looks at the 


whys and hows 


17 NOVEMBER 2003 


BUSINESSWORLD 





Ramdas M. Pai, president, Manipal 
Academy of Higher Learning, says: 
"This year alone, the shortage of nurses 
(in the US) is about 100,000. This is esti- 
mated to go up to 800,000 by 2020." 
That apart, demographic changes in 
the US are also throwing up new oppor- 
tunities for Indian nurses. First, life ex- 
pectancy in the US has risen by over 10 
years recently, and is now at 74 years for 
men and 79 years for women. That's in- 
creasing the population of the aged in 
that country. Second, the economic 
condition ofthe senior citizens has been 


improving and has left them them with 
enough disposable income to spend on | 


their own well-being. Third, the state of 
California has moved a Bill that makes a 
certain patient-to-nurse ratio manda- 
tory. This alone is expected to create a 
shortfall of 100,000 nurses. And, fourth, 
the US' first baby boomers — the gener- 
ation that created the first major popu- 
lation explosion there — is likely to turn 
65 in 2011, which will lead to an explo- 
sion of older people in the US, and push 
up demand for nurses. 

For most part, in the past the US had 
made up the shortages by recruiting 
from the Philippines, the UK and Ire- 
land. But now the spotlight is on India. 
"Our girls are in demand for the quality 
of skills and their understanding of the 
language," says Pai. According to the In- 
dian Nursing Council (INC), there were 
over 1.28 million registered and quali- 


| jobs 





| the 


| reason why the US 


and 
growth." 
If nursing jobs in 
Middle East 
fetched approxi- 
mately $7,000-10,000 
a year, and those in 
the UK about 
£20,000-25,000 
($31,000-38,000), a 
senior nurse in the 
US could hope to 
earn $80,000, inclu- 
sive of benefits. Tax 
rates, too, are far 
lower in the US than 
in the UK. And apart 
from the money, the 


Career 


could emerge as the 


| preferred destination over UK is that 
| nurses get permanent resident status 


and, therefore, do not have to register af- 


| terevery three years. 


The process of recruitment for the 


, US, however, is far tougher. While the 





sizeable number of them headed out to | 
the countries in the Middle East. But | 


now, career options are expanding. 

Not only do nursing jobs in the US 
pay better, but they offer far more scope 
for career advancement and studies. 
Nurses can even move on to adminis- 
trative jobs in hospitals, if that is what 
they want. Says Shreedevi Balachan- 
dran, head (global nursing pro- 
gramme), Manipal Academy of Higher 
Learning: "Unlike Indian employers, 


those in the US offer an equal opportu- | 


nity for further studies, adminstrative 





National Health Services, UK, (NHS) re- 
cruits on the basis of a single interview, 
nurses applying to the US have to ap- 
pear for three exams and wait for at least 
two years for the completion of the im- 
migration process before they can hope 
to head there. 

Despite that, aspirants like Soni pre- 
fer to wait even though they could have 


| easily gone to the UK where NHS offers 
fied nurses in India in 2002. Earlier, a | 


to employ them for three years. Says 
Soni: "In the UK, the taxes are higher 
and opportunities may not be as lucra- 
tive as they are in the US, where I will 
be on a par with the US nurses after | 


| pass the NCLEX (National Council Li- 





cense Examination) 

Despite the excitement, by all indi- 
cations, just about 200-odd nurses have 
been placed in the US. And a few hun- 


dred more in the UK, Singapore and the | 


Gulf. And that number isnt likely to rise 
exponentially. "You must understand 
that nurses come from very different 
family backgrounds. It takes them a 
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Manipal Academy's Pai estimates 
that the shortage of nurses in US 
will rise to 800,000 in 2020 


HEALTHCARE 





long time to decide 
to immigrate. Be- 
sides, the selection of 
nurses for training is 
quite stringent," says 
Ram Kumar, man- 
ager (operations-In- 
dia), Globe Med Re- 
sources, a US-based 
global staffing com- 
pany that set up its 
outfit in India only 
last year. 

And qualifying 
for nursing jobs in 
the US, too, is no 
cakewalk. Indian 
nurses usually do not 
have a problem 
clearing the acade- 
mic tests that, among other things, re- 
quire nurses to be trained about the re- 
quirements in US hospitals (See 
‘Nursing In The US — A Factsheet’). But 
it is the Test of English as a Foreign Lan- 
guage (Toefl) where they run into prob- 
lems. Understanding and speaking 
English fluently — and with the right ac- 
cent — is the tougher task for nurses for 
whom English isnt their mother tongue. 

But now, almost on cue, a new 
ecosystem is gradually coming up 
around this latest export opportunity. 
First, numerous nursing schools are 
mushrooming every day, adding to the 
1,100-odd that already exist in the coun- 
try. Consequently, the number of quali- 
fied nurses is now growing at a healthy 
average of 18-20% a year. 

Some Indian placement service 
companies have begun to focus on 
nurses as a special category while some 
overseas Staffing firms have set up shop 
in the country. Then there are firms that 
are coming forward to either help coach 
nurses for the examinations or find 
them an appropriate coaching centre. 
D.S. Poonia, Protector General of Immi- 
grants, the Union Ministry of Labour, 
Government of India, is the licensing 
authority for recruitment for overseas 


indian Nurse 


appointments. He says a large number 
of travel agents, too, have started re- 
cruiting nurses. 

There's been a flurry of activity in re- 
cent months to get hold of a piece of the 
pie. Last week, Banner Staffing Services 
announced a tie-up with Healthcare 
Placements, an Indian healthcare 
staffing firm. Now Banner can source 
nurses trained by its Indian partner. This 
was the third such announcement in 
less than a month. 

Earlier this month, the TMA Pai 
Group of Bangalore (Manipal Group of 
Hospitals) had announced similar part- 
nerships with University Hospital Sys- 
tems, Richmond Heights Hospital and 
Brown Memorial Hospital, Cleveland. 
The event was clearly important 
enough for Browns president Bill 
Lawrence to come down to India to visit 
the group hospitals, meet the nursing 
staff and seal the deal with the company. 
Now, even Max Healthcare, the Delhi- 
based healthcare provider, has an- 
nounced that it is setting up Max 
Healthstaff, an international healthcare 
staffing company. And the Apollo Group 
started its global nursing programme 
two years ago. 

In the last two years, many interna- 
tional staffing companies like Vira Inter- 
national, PeopleTree,  Interhealth 
Resources, Globe Med Resources and 
Global Links have begun recruiting In- 
dian nurses for the global market. Inter- 
national Quality Healthcare Profes- 
sional Connections and Primus Nursing 
Solutions are establishing links with In- 
dian hospitals even as Sir Edward Dun- 
lop Hospitals have set up an office in 
Delhi for recruiting nurses, although it is 
limited to placement within the group's 
hospitals only. Banner Healthcare, with 
20 hospitals and six long-term care 
providers, says that in 2003 itself it faces 
a shortage of 1,000 nurses. 

Now, take for instance, Loyola Col- 
lege, Chennai, which has just tied up to 
train nurses who enrol with Globe Med 
Resources. Clearly, the arbitrage oppor- 
tunity is so good that a few of these 
training institutes are willing to bankroll 
the candidates examination fee. Global 
Links chooses to pay the examination 
fee for the CGFNS (Commission on 
Graduates of Foreign Nursing Schools), 
Toefl and NCLEX only after nurses clear 
the review tests that they conduct peri- 





2. Nursing inthe - 
US: A factsheet 


@ Graduation from a three-year general 
nursing programme 


@ A current working licence 


@ A minimum of two years of experience, 
preferably in specialties such as intensive care 
(either adult, paediatric or neo-natal), coronary care, medicine, surgery, 
emergency room, general theatres, recovery, obstetrics or maternity nursing 


@ A certificate of passing grade on the qualifying examination of the Commission 
on Graduates of Foreign Nursing Schools (CGFNS). This test is held three times a 
year in Cochin, Bangalore and New Delhi and determines the ability of nurses to 
understand the US healthcare system and its requirements. It has a limitation 
though — a maximum of 4,500 candidates can take the test in a year. The 
staffing associations are speaking to the Nursing Council of the US for a review. 


@ Ciearance of Test of English as a Foreign Language (Toefl), Test of Spoken 
English (TSE) or Test of Written English (TWE) 


@ Clearance of Licensure and National Council License Examination for 
Registered Nurses (NCLEX-RN(r)), which is held in the US or in US territories. This 
examination is the toughest and only about 30% of the candidates who appear 
for it qualify. To work as a registered nurse in the US, one must get a licence in the 
state in which one wants to practise. The NCLEX-RN is designed to make sure 
that each nurse has the knowledge to practise safely at a minimum of an entry- 
level registered nurse. The NCLEX-RN, however, is an application-based 
examination. 
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@ $20 per hour, includes medical benefits, licensure reimbursement: travel 
and/or housing assistance. Average annual income is above $40,000 with 


complete insurance and social security benefits 


@ The Green Card or Permanent Resident of the US, also known as an immigrant 
visa, EB-3 or Third Preference, allows one to work in the US for as long as one 
wants as a permanent resident. It may take 18-20 months to get this visa 

@ Since the nursing schools in India follow the American text books, CGFNS is a 
relatively easy examination, but the nurses need to understand the demographic 
and disease profile of the US 

@ Accents training and fluency in both speaking and understanding English is the 
tougher exam : 

@ Experienced staffing agencies undertake intensive training, screening and 
reviews before they bankroll the fee for appearing in an actual qualifying 
examination since the tab is picked up by the sponsor 





@ Apollo, Manipal and Max Healthstaff have developed modules spread over 
300 hours of intensive training 


@ Vira International takes the nurses to the US to appear for the NCLEX and 
meet prospective employers. Once the papers are processed, Vira places them at 
various hospitals through its partner, PPR Healthcare, an international staffing 
company. At present, 42 of its nurses have cleared NCLEX and are awaiting for 
the Green Card. Rajan claims that 8296 or Vira-trained nurses pass the NCLEX 
examination compared with 8496 of the US-based nurses 





Cem hn VIM MINE HOSE eco tn NES A AES AAE GP HERE A o PVT V ABA cR Mes 





Mam m a aN yh EA EEA Lc) 





BUSINESSWORLD 46 17 NOVEMBER 2003 








x 
| 
| 
i 
i 
i 
i 
| 
x 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
i 
| 
| 
| 
x 
| 
| 
| 
í 
I 
| 
x 


i 
i 
| 
i 
i 
| 
| 
i 









grar errper taena niaren ema AAE On ANANE AAAA EAE aS a NAA A NA AAAA: 











p———M rena a a rhs ehl patah E gri N Sl n E ERA Rer aaeanoa AAR NARS paa avann ae mem hanuri ae Na vit e 














1 
3 
4 
a 
1 


g£depth J 


odically. If the nurse clears these exami- 
nations with a score over 80%, Global 
Link lets them sit for the examination as 
a sponsor. Otherwise, it coaches them 
up to the required standards. Max 
Healthstaff and Apollo, too, have devel- 
oped training modules for the nurses 
thatinclude academic coaching, under- 
standing of the healthcare needs of the 
US, information about the US, and per- 
sonal grooming. 





It is obviously a lucrative opportu- 


nity for hospitals and recruiting agen- 


cies. “Money in staffing is good. Margins | 
are anything between 60% and 100%,” | 


says Globe Med's Ram Kumar. 

Typically, companies follow one of 
two models. Under the first, reimburse- 
ment for training and placement could 
vary from $8,000 to $10,000. "We get 
$2,000 per nurse placed over and above 
the costs incurred on training and doing 
the paperwork to send the nurse to the 
US,” says Alijan Rajan, director (interna- 
tional recruitment), Vira International. 
But there is also a less talked about an- 
nuity model, in which the Indian re- 
cruiter gets a share of the salary earned 
byanurse as long as he or she stays with 
the hospital that the recruiter hired 
him/her for. 

Interestingly, some of the Indian 
hospitals like Apollo, Max and even Ma- 
nipal appear to believe that if you can- 
not retain them, then send them abroad 
and make some money in the process of 
doing so. In fact, fighting attrition has 
been difficult. Three years ago, Apollo 
Hospitals claims that its attrition rate 


was about 34%. They were losing nurses | 


largely to hospitals in Singapore and the 

UK. So will the opportunity in the US ac- 

centuate the attrition problem? 
Explains Sri Harsha, general man- 








ager (global nursing programme), | 


Apollo: “We have been able to control 
attrition through better salaries. We now 
find that nurses do not leave so quickly. 
The nurses who sit for the CGFNS are 
the cream.” But even then, attrition rate 
is still 26-28%. 

While the competition is hotting up 
with the entry of new recruitment firms, 
there is already some attempt to bring a 





semblance of order. “Last month, we set | 


up an association of international staf- | 
fing firms called the Overseas Health- | 


care Staffing Association (OHSA)," says 


Anil Goyel, managing director of Peo- : 


Banner's Bradley 
(above) says her 
company itself is 
facing a shortage of 
1,000 nurses. 

Vira International's 
Rajan (right) says 
his company makes 
$2,000 net for every 
nurse it trains and 
places in US 
hospitals 


pleTree and presi- 
dent of the associa- 
tion. Membership is 
less than 50 at present, but Goyel ex- 


pects at least another 50 firms to join up. | 


The idea is to organise themselves into a 
professional body so that they speak in a 


unified voice to the government. That, | 


in other words, means it can lobby for 
policies that facilitate recruitment and 
placement of nurses. "Here is an oppor- 
tunity and we are willing to make use of 
it. The staffing companies are trying to 


| organise themselves so that they could 


speak with one voice to the govern- 
ment," says Pai. 

Much of this initiative is modelled 
on the Filipino experience. There, a sim- 
ilar association makes representations 
to the government, which then makes 


all the right moves to facilitate the | 


movement of Filipino nurses to the US. 
In the Philippines, the Philippines Over- 
seas Employment Administration 
(POEA) has an agreement with the UK 
government and the staffing companies 


have a platform to directly negotiate | 


with the NHS. The Spanish government, 
too, has an agreement under which the 


nurses are sent to the UK for a fixed time | 
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and have to come back to Spain. That 
why there is greater exchange of ideas, 
learning and benefit for the Spanish 
hospital system. 

For the placement association, there 
is yet another obvious benefit: by setting 
up clear standards, it helps keep out or- 
dinary travel agents and the unscrupu- 
lous immigration consultants who are 
looking to make a quick buck. 

Says Vira International's Rajan: "We 
get greater credibility when we can 
speak with the government as one body. 
More nursing colleges, more direct 
trade delegations of the Ministry of 
Health and FamilyWelfare need to make 


| direct contact with the US and the UK to 


safeguard the interest of the people. 
(That) will ensure that there is no ex- 
ploitation and subversion of an oppor- 
tunity for India." 

But even as the first wave of techies 
return to India, yet another group of 
professionals prepare to begin their 
journey to the land of great promises. 
Armed with her Green Card, the global 
Indian nurse is going places. ist 





A random email leads to a big 
debate on Rich Foods' formu- 
lation. Friends ask Kapil to be 
honest: Trust is very fragile. If 
It is broken, it disappears’ 

MEERA SETH 

This is the concluding part of a two-part case study. 

APIL Vasudeva chewed his lip as he mulled 


Sharada Dey, his colleague at Rich Foods 
India. Kapil had provoked her into a fren- 
zied argument back then. But it was a mere 
echo of the inner war he was waging with 
his ethical stance on another matter, a 
matter he had not yet discussed with Sharada, yet one that 
caused him to postpone the launch of Rich's canned meals. 

It all happened in May, when he had received an email 
from Shiv Das, along-time friend. Initially, Kapil had not taken 
the contents too seriously, but when Shiv had written to other 
friends who, in turn, had written to Kapil, the exchanges 
gained in significance. Like such matters normally do, this 
one, too, disturbed his sleep and waking hours to such an ex- 
tent that Kapil had unceremoniously announced to his Board 
that Rich Canned Meals needed to be preceded by Rich Diners 
and not the other way round as was planned earlier. Fortu- 
nately for him, that was what the board had always wanted, so 
it was not difficult to reverse the plan. 

This Sunday, Kapil met Sharada at her residence with a 
folder of emails, each highlighted, marked, bracketed in vari- 
ous colours, reflecting his own state of mind at the time he had 
received the mail. "This is extremely confidential Sharada," he 
said, “and if Lam sharing this with you, it's only because I need 





over the intense debate he had had with 


1 


to air my conscience with you. Not that anything seriously | 


damaging has happened yet, but to me these look like mes- 
sages I should look at before I take the proverbial leap." Saying 
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so, he showed her the first email from Shiv Das and, thereafter, 
narrated the sequence of events as he took her through the 
rest of the emails. 

The first from Shiv Das read: “Dear Kapil, This came to me 
in the email. Do you, as marketing head for Rich in India, want 
to clarify these feelings in your advertising communication? 
Doesnt look healthy!” 

“I opened the attachment,” said Kapil now to Sharada. 
“Read it, it was really wild. As you can see from the format, it is 
a much forwarded email. The mail read: ‘Rich Foods, guys, has 
been a part ofour tradition for many years. Many people, day in 
and day out, eat Rich Food Meals (RFM) religiously. Do they re- 
ally know what they are eating? A recent study of RFM revealed 
some very upsetting facts. RF products contain a number of in- 
gredients that are genetically modified, treated, etc....' and so on 
it went with data, facts and figures. 

"I wrote back to Shiv: “This is absurd! Who sent this to you? 
Fortunately in India, we are very far from such issues — but we 
are struggling with bigger things like how to handle a non-veg 
brand in a country with numerous vegetarians! And Shiv sent 
me the name of his source, one Kartikeya Guha, KG, for short. 
So I shot off a note to KG; read this: 

“Dear Mr Guha, lam a good friend of Shiv Das and have re- 
cently become the vice-president (marketing) for Rich India. 
Shiv sent me your email, in which you have alleged that the 
range of RFM that we plan to launch in India initially through 





ANTHONY LAWRENCE 3 


BUSINESSWORLD 49 17 NOVEMBER 2003 











S9 imports contains ingredients that are genetically modified. My | 


initial reaction was to laugh at the absurdity of the allegation. I 
am, however, naturally curious about the source and if you 
' have some background on the issue. Sd/ Kapil V" 

"Now brace yourself for the reply KG wrote me. It's virtual 
dynamite! Here it is: 

"Dear Kapil, I received this mail from a person in the US. I 
do not know how or from where he got this information. I, how- 
ever, do know he is involved in some movement against geneti- 
cally modified food. This certainly puts the quality of your 
products in huge doubt! Since I got this as part of a mailing list, 
it must have snowballed by now. 

"What makes it more sensitiveat this moment is the impact 
of the Iraq War. Most people in India have come to doubt the 
West and this is the same region which was host to Enron, Tyco, 
WorldCom and nowa war the reason for which is hazy! How do 
you expect people not to believe even though you might "laugh 
at the absurdity”? Maybe it’s not true. But truth is not reality, 
perception is. And the perception is that some countries will lie 
through their teeth to get what they want. Then again you have 
the present day rhetoric: ‘where are the weapons of mass de- 
struction?' It's not Indians who are asking these questions, it's 
the whole world. lurge you to mull over these perceptions to un- 
derstand what I am talking about. 

“So when the head of marketing of one of the smallest Rich 
Meals operations "laughs at the absurdity" one can sympathise 
with the way you feel. Anyone would feel incredulous. But what 
is the truth? 

"How will anyone trust a new multinational? A consumer 
responds to perception, not reality. Know that. Reality in India is 
that chyawanprash is good for health — yet it has few takers. 
Perception is liquor is cool. Reality is, it’s not so cool! But people 
consume alcohol, right? So today the perception after Enron, 
Tyco, etc. is MNCs cannot be trusted. ‘Can all businessmen be 
trusted? , that is the question. This is the perception of the liter- 
ate; the illiterate don't know, so don't perceive! Their reality is 
different, but isn't it our responsibility to protect their reality? 

“Trust, my dear chap, is the most fragile thing on earth. If it 
breaks, you can't mend it because it disappears. Marketers had 
better learn this truth soon. Best wishes and good luck, sd/- KG” 


| T had been impossible for Kapil to ignore the matter any- 
. more. Somewhere KG's words struck a chord, so he sent 
| offtheoriginal forward and the response from KG to other 
friends who were senior managers in other companies 
around the world. The various views he received confused 
him even more. One of them came from a former colleague: 
“This is absurd... it is far easier and cost effective for a company 
to grow meat organically than genetically modify/reengineer 
it.... such absurdity!” 

Kapil, by now very perturbed about the whole issue and 
wanting firm conviction, wrote-back to this friend: “But we 
have to see it from the perception of an ordinary person, who 
may or may not be a consumer... It is these perceptions that go 
to form loyalty, hatred, liking or rejection of a brand, of a com- 
pany, ofa country of origin...” 

Counter argument followed from the ex-colleague: “These 
are not ordinary persons, these are nut cases... any right think- 
ing individual will ask himselfa fundamental question... is this 
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alleged method cost effective, does it make sense? If ordinary 
people are nut cases, then the world is full of them!” 

Another email response came the same day confounding 
him even more: “Dear Kapil, wise of you for taking this further. 
Uniquely, marketing now gets a new dimension in India! I fully 
endorse KG5 view that consumer perception gets generated by 
the personality projected by a company, by a people. Given how 
things have been going on in the last two years, it is not difficult 
to even want to believe what might seem on the face of it an ab- 
surdity... it is, after all, perception. Sometime back, there was a 
story doing the rounds on the Internet and Iam sure you might 
have seen it too — where it claimed that America had in fact 
never put a man on the moon (!!), but all that we saw as proof 
was computer generated! Of course, there was a compelling 
story to back the claims and, on first reading, one even asked: is 
this possible? So there you are, consumer perception works from 
a cognitive level! Even if this forward is a hoax, take it as a mes- 
sage to audit your product anyway! Cheers! Sd/- Chandra Das" 

Sharada, who had been reading the emails so far 
with rapt attention, asked: "Did you find out the 
source of this forward?" In reply, Kapil showed 
her KG s reply to exactly that query from him: 

" Dear Kapil, The source is Reuters. It ap- 
peared as news about six months ago. 

"So is it true, or is it not? Surely 
Reuters does not publish without au- 
thentication! Sd/- KG" 

Another email from Shukla in 
Singapore: "Dear Kapil, This is very 
thought provoking. But the question I 
ask now is, what do you as an adver- 
tising and marketing person feel 
about this, namely, this dependency 
on all things foreign? Till date we have 
not audited what we import from them, 
be it technology or systems. We have 
blindly copied templates thinking they are 
progressive. And now, as I browse this subject 
on the Net, more confounding data emerges. 

"One website I browsed through produced a 
document where it says — I am quoting — ‘Raffo Foods 
was exposed for labelling genetically engineered foods as ‘nat- 
ural: Its irresponsibility is being veiled for it by a newly set up 
parent company, which has used communication tactics to de- 
clare Raffos commitment to the environment. Genetically 
modified foods, it has been found, causes unforeseen allergic re- 
actions, increased antibiotic resistance, etc. If Raffo and its par- 
ent company want to convince the public that they are truly re- 
sponsible, they must stop using genetically engineered 
ingredients.’ Later it says that 70% of the processed foods in the 
West contain genetically engineered ingredients! The site is re- 
plete with examples that show how companies are pretending 
to be environment friendly, but are, in fact, greenwashing' the 
public. That word incidentally has now gained entry into the 
10th edition of the Concise Oxford English Dictionary to mean 
(interesting!) Disinformation disseminated by an organisation 
so as to present an environmentally responsible public image: 
So there are numerous examples there and the bottomline is 
that genetically engineered ingredients are now also present in 













BUSINESSWORI.D 50 17 NOVEMBER 2003 


clothes, furniture and electronic equipment! 

"Yet all this points to a fundamental truth we have all ig- 
nored, probably out of embarrassment, or inability to seek rele- 
vant knowledge; it is not merely about long life for you or me, it's 
about sustaining the planet. 

"Butyou tell me... how do you feel? Vulnerable? As an adver- 
tiser and marketer who has to speak for products the roots of 
which may be distorted, greenwashed" Air your feelings before 
you put your product on air! Sd/- Shukla." 

A distraught Kapil had then shot off a mail to Cyrus 
Karkaria, an ad man in Mumbai, asking him: “Cyrus, what is 
your take on this?" 

And Cyrus wrote back: "Interesting question. I will answer 
this from an ad mans point of view. The world is rich with 
knowledge, wisdom, intelligence. No one can lay claim to these 
on a nationalistic basis. We had no tea or coffee till we were 
colonised by the British. We had no tomatoes, beet, beans, etc. till 

the Greeks landed here!! We have benefitted from people like 
Norman Borlaug in making us self sufficient in food. 
Our life expectancies have gone up due to knowl- 
edge generated in the West. The West has im- 
proved its spiritual intelligence with knowl- 
edge gained from us. The list is endless. 
"While we look abhorrently at the 
West, when we look inside we find that 
our cooking oils were adulterated with 
a chemical that destroyed hundreds 
of lives; hootch gets adulterated to kill 
thousands every year.. the list is 
enormous. But we never have the 
same virulence of emotions! 
“Then why do we react with hor- 
ror when stories like Rich Foods 
emerge? It's the perception created by 
information, media, cross-cultural 
flows, etc., about the West. We somehow 
have created the sense of destination about 
the West. It is perpetrated through our acts as 
parents, children, professionals, etc. We have 
abandoned our responsibilities to our children and 
surrendered them to the West, not only for their educa- 
tion, but also their upbringing. We have succumbed to source 
credibilty and believe that the West has the key to moksha in 
any field, including those which are rooted in India. We waited 
for sanitised versions of yoga, ayurveda, etc., to arrive at our 
doorsteps to wake up. This is reality. There is nothing wrong or 
right about it. The moment we accept it, we can transform 
whatever we want to. 












“So what is it that I accept? People want to relate to people. | 
Media, telecom, are allowing people across continents to com- | 


municate at any level. So you cannot think of nationalistic 
models. People have aspirations. They have a need to belong to 
people who are part of those aspirations. Western civilisation, 
since the days of the industrial revolution, has been where 
everyone wants to belong to. Primarily because our intelligence 
has grown unidimensionally, on cause and effect quotients. 
Our civilisation was not based on transactions of cause and ef- 
fect. It was based on relationships. Our knowledge was holistic 
as we tried to explain man’s relationship with his environment 








and himself. The real problem was or is about packaging. Our 
knowledge is packaged for the middle ages. The consumers of 
knowledge, therefore, do not relate to it. Simply put, packaging 
tells you that ‘it’s for me’. The rarest commodity today is time. All 

knowledge is packaged against time. The one-minute manager 
onwards. We are beginning to lose the ability to caiculate, write, 

physically interact. Why? Because of time. This is reality. So 
whosoever has understood this and packaged our own intelli- 

gence in any field has had phenomenal success. Shahnaz Hus- 

sain is one great example. Sri Sri Ravishankar — another great 
example. Zakir Hussain, M.S. Subbulakshmi, and so en, There 
are many who have touched the hearts of our peaple with our 
own consciousness. 

"Essentially, whenever we have made knowledge relevant to 
time by respecting where we are in time, we have not had the 
need to depend on others. 

“The West has ruled the world with its intellectual intelli- 
gence. This one-dimensional world has created huge social 
problems. We were a civilisation which had a great balance of 
emotional, spiritual, physical and intellectual intelligence. The 
constant invasion from the West destroyed this balance. On top 
of that the Industrial Revolution bypassed us, creating a huge 
gap between us and the West. The Industrial Revolution created 
technology to collapse time and space. The owners of that tech- 
nology created economics of hierarchy. We were always at the 
bottom of that value chain. It is only now with IT, telecom and, 
hopefully biotech that we will bring some parity to that situa- 
tion. What is heartening though is the fact that everywhere 
across the world, transactions are beginning to give way to rela- 
tionships. I believe societies created on transaction will die, be- 
cause transaction itself is being rejected. 

“We are all connected. Artificial supression of that connec- 
tion cannot succeed. Lam so happy that you have kept this dia- 
logue alive. Ciao, sd/- Cyrus" 








EFEATED but not despairing, Kapil wrote to Anuj 

Khanna, who headed a successful website. Anuj 

wrote: “Kapil, I read the exchange with great interest 

— and amusement. I don't have much of an opinion 
on the issues which have been raised in the exchange for the 
simple reason that I tend to think of much of the mail which 
comes in over the Internet as crank mail, often poorly re- 
searched, but cleverly presented. I have believed that publishing 
on the Net and sending spam is so easy, there is often no credi- 
bility to the published work. It's one of the flaws of free speech — 
only you couldnt hear everyone until the Net came along. 

"Even if a friend had sent me the mail, Id want to know the 
source of the research — and it would not be enough to see the 
‘Reuters’ byline. Today, it is possible to doctor entire pictures, so 
whats so difficult about putting a credit line to a text or even a 
photograph? Instead, Id have liked to seea link to the text report 
in the mail — and the link taking me to the official Reuters site. 

"The problem with us — and people in general — is that 
they believe in stereotypes. We believe that the West is more pre 
gressive than the East. And in terms of social and industrial de 
velopment, it is. So we believe them when it comes to medicine, 
spaceexploration and computing. But it works theother way as 
well — a Westerner will pay attention to anyone in the Easton 
matters spiritual. If an Easterner tells him/her about moksha 
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and nirvana, there will be a tendency to be believed. Yup, the 
Westerner may package it (the path to moksha and nirvana) 
better and, therefore, sell it to a wider audience. But that’s the 
strength of the West. It is the packaging. Anyway... no more." 

Kapil then wrote to Sridhar, an Indian professor in the US 
— and an old batchmate: "What you think? Do you believe, 
disbelieve all this? But, critically, when we as a country invite 
foreign participation, foreign investment and foreign technol- 
ogy, somewhere we also need to stop and audit all that pur- 
chase list and say, is this according to what I have believed so far 
and, if not, what do I do about my beliefs? Change them? Dis- 
card them? Review them? Take a public poll on it? What? More 
than that, since that may sound very antiquated a belief, point 
is isn't there something else that should precede a decision to 
adopt a foreign system?” 

And Sridhar wrote: “You need to look at the public move- 
ment here to know how serious marketers and consumer ac- 
tivists are becoming! The commitment this country has to- 
wards eradicating any fraud on the public is heart warming. 
Even lawyers, how committed they are towards the publics 
need to know the truth! Recently, a public interest lawyer filed a 
suit against a biscuit company, Rhettos, seeking to ban its cook- 
ies arguing that the trans fats that lent its cookies crispness were 
dangerous for children! He even said that trans fat is hidden in 
most packaged foods and consumers have no way of knowing. 


CASE STUDY 
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linked to heart diseases and with LDL cholesterol, the kind that 
accumulates in the arteries. Even the most harmless processed 
foods here have been found to have trans fat, which gets created 
when hydrogen is bubbled through oil to produce a kind of 
margarine that does not melt at room temperature, thus in- 
creasing the shelf life. 

“Today, we find that even food labelled as ‘low cholesterol or 
low in saturated fats’ may have trans fats! Now get a load of 
these statistics in the US — it’s from the Net: Informing consu- 
mers about trans fats on food labels could prevent 7,600- 17,100 
coronary heart diseases and close to 40% of that in deaths! 

“But that is trans fats, you will say. Maybe your product does 
not contain trans fats. But you need to explode your product 
formulation to know what it contains and how healthy or 
harmful each is, both for the consumer and the planet! That 
is...ifyou want to do an honest job by your people. Our people. It 
is happening here with a fervour never seen before. It must hap- 
pen at home too. Sd/- Sridhar” 


HARADA felt a deep tremor surge over her, making 
her hair stand on end. The whole debate was much 
more than she had suspected. Now, with the weighty 
words of those various men, she felt Kapil needed to 


, act more responsibly. She now said to Kapil: “There seems to 
| bea lot to think about and do. For all we know, Rich Foods 


Health organisations are now saying, this kind of fat is directly | 





probably does not contain anything harmful or questionable. 
But to sell it you need to claim so, and to claim so you need to 
know so. I feel our responsibility as managers is not merely re- 
latedto negotiating brand marriages and seemingly profitable 
sales accounts. We need to take one step back and ask: 'Is this 
something I can put my soul to?’ 

"The diet you have in mind for Rich Diners is just the kind 
of diet that the Western public has been brought up on for 30- 
40 years and, today, they say a significant percentage of their 
population is declared medically obese! And obese means 
high blood pressure, diabetes, coronary heart conditions, etc. 
And the cause? A high-fat, high-carbohydrate diet. Add to that 
fast foods, chips and fries, sugar waters, red meat, and you 
have a recipe for disaster! And they want you to have more and 
more of that. 

“Yes it is easy to say people have a choice. But they will 
choose out of what we offer. And we are intending to offer just 
that. So if you want a long-term happy consumer, do a nutri- 
tional check on your recipes and your helping sizes. More is 
good on the profit line, but not on the pancreas! Look, I am not 
pretending to be a puritan, neither do ] have moong sprouts 
and honey for breakfast, lunch and dinner. But truth is, it will 
be very sad if, in the future, Rich stands high in the list of 
‘Who's who of corporate killers’. 

“Ours is a culture that does not promote largesse in eating. 
But if you go by the trends in what constitutes recreation, then 
happiness is eating, eating alot and eating all the time! Culture 
isa 1,000-watt dynamite. So powerful that people even choose 
from a menu of cultures! So, yes, consumers have a choice. 
But your turn first. You exercise your choice and I take my hat 
off to you for stopping on the path to rethink this. If this whole 
email is only a ghost, don't simply put it to rest. Address it. Tell 
the board why you are stalling. It's also your opportunity to 
make a responsibility statement for the consumers!” Im 
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Atul Mathur runs Outbound Founda- 
tion, a Panchgani-based training organ- 
isation that works on leadership, team 
building and personal development. He 
can be reached at outbound@vsnl.net. 


EY ho, the corporate battle- 

field again! On the one hand 

are marketing glory, profits, 

promotion. On the other, 
taking on the establishment, confron- 
ting your board, missing profit expecta- 
tions of the stockmarkets. Assuming 
Rich Meals are genetically modified and 
that their safety is yet to be proved, let's 
look at the options Kapil has. 

Option 1: “Market and be damned. 
Blast in with all cylinders firing. Caveat 
emptor. At best, if you have a prickly 
conscience, slap a statutory warning 
(What, by the way, is the law on this? 
‘Contains ingredients that could de- 
form you and your future genera- 
tions?’) Marketing suicide. Board 
won't accept; consumer won't buy 
(consumers tend to be literate 
these days). So, let’s just ignore 
these rubbish scare stories that 
have no credibility and get on with 
it. In fact, let's market it on a health 
platform! We're not forcing the con- 
sumer; she exercises her choice to buy 
or not to. It's a free market." 

Is it? Is the playing field between the 
marketer and the unorganised consu- 








mer really level? Do consumers have the | 
time to check out everything they buy? 
Or do they simply trust big names: "If it's 
from Rich, it must be okay"? And even if 


they wish to test, what access do they | 
| have to state-of-the-art laboratories? 


Clearly, caveat emptor is not an option. 
Which brings us to the second option, 
the dilemma ofthe thinking man. 
Option 2: "No thanks. Not until pro- 
ven safe. I'll risk someone else getting 
there first. I'll handle the board, New 
York/Louisiana. In times of Mad Cow 
and CJD, Enron and WorldCom, how 
can these guys be sure this stuffis safe? If 
there's a hassle, we'll be up s*** creek! 
Let's look at alternatives meanwhile." 
This is the whistle-blower option 
that could get you on the cover of Time 
magazine. But could leave you jobless 
thereafter. It seems Kapil is in this phase 
now. He is seeking opinions and trying 
to make up his mind. Good chap. What- 


ever his motivation — the concern for | 


his consumers' health, or his firm's and 
his own reputation — this is the place to 
be. Especially in fields where emergent 
technologies are involved, the law often 


offers no guidance. In this situation, itis | 
well for managers to realise the power | 


and responsibility which vests in them. 

Conscience has to substitute the law. 
Since the law, even on established is- 

sues, is often less than perfect, I believe 


conscience has to be above the law. We | 


all know the damage that high-carb, 
high-fat fast foods cause. We all know 


that colas dissolve teeth. Some even say | 


that the entire vitamins industry is un- 
necessary, as synthetic vitamins are 
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hardly absorbed by the body. About cig- 
arettes, the less said, the better. And yet, 
how many perfectly normal, well-in- 
formed people work here, choosing to 
be blind; galley slaves in chains of gold! 
There are exceptions. I know of a 
young account executive who, at the 
time of joining, declared he would not 
work on any cigarette brand. In an ad 
agency heavily dependent on cigarette 
accounts, this was a big statement from 
a small man. In case you think he made 
a disastrous decision, he has since risen 
fast and is now a very senior manager in 
a big agency. Conscience abovethe law. 
So let's leave the law aside for a bit 


| and tune in to our conscience, to our 


deep values. For the gap between con- 
science and action is pure stress. What is 
conscience? Is it subjective, or is a com- 


| mon objectivity possible? How do you 


run a 1,000-person firm with 1,000 dif- 
ferent consciences, each with their own 
action-conscience gaps? As a manager, 
how do you minimise these gaps? What 
is corporate dharma and how is it to be 
practised? For it's in the practice that 
dharma lies, not in the vision state- 
ments enshrined on office walls. 
Creating this common space of dha- 
rma and then letting people tune in to 


| their conscience is the primary duty of 


management. Then, each person be- 


| comes a custodian for the firm's ethics. 


Yes, it can be a bit wild and challenging. 
But then, who said managing is easy? 
Are corporate ethics a 'nice thing to 
have' or should they be at the very basis 
of a firm's existence? Patanjali's ash- 
tanga yoga is a comprehensive road 
map for personal development, culmi- 
nating in the highest possible state, 
samadhi. But the first two stages, yama 
and niyama, on which the whole edi- 
fice is built, deal with simple issues of 
ethics and behaviour: not stealing, 
not coveting, non-violence. Per- 
haps we could use this as a model 
to evolve an eight-fold path for 
corporate development! 
This case is about GM foods, 
right? No sir. It's much bigger. It's 
about ethics, about right and 
wrong. It's about moral choice. 
About power. Above all, it's about re- 
straint. Good luck Kapil. Dash on. In- 
stead of seeking others' opinions, per- 
haps, you need to probe inside yourself. 
You will do the right thing. [s 
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Subhabrata Ghosh is executive director 
and chief operating officer, Saatchi & 
Saatchi. He is based in Bangalore. 


HOEVER created the 
phrase ‘opening a can of 
worms’ could not have 
found a better example 
than the second part of the Rich Foods 
case. One cannot but feel sorry for Kapil 
and Sharada because of the magnitude 
of the problem that confronts them. 
This is certainly not a simple marketing 
problem. The real issue is honesty. Not 


in any philosophical context, but in the | 
context of the reality of Kapil's and | 


Sharada’s world. Simply put, what 
would they say to their children? Would 
they knowingly feed them something 
that’s harmful? Then how will they mar- 
ket the same food? What answer do 
they give to their own conscience? 

Is there place for conscience, or 
honesty as a value in the world of 
business? Be it in a one-on-one 
business between a doctor and 
his clients, or a lawyer and his 
clients, a teacher and his students, 
or corporations and their cus- 
tomers. If basic one-on-one busi- 
nesses are defined by a transaction 
that is created to exchange goods and 
services for money, and the sustenance 
of such transactions is dependent on 
benefits that accrue through consump- 


Let’s be 








tion and profits generated through eco- 
nomics, then where does honesty come 
in? Quite simply, in sustenance. In the 
long term, no transaction can survive 


| on dishonesty. There are many Kapils 


and Sharadas who douse their con- 
science in the flame of greed for per- 


sonal glory and believe in creating | 


short-term gains for the firm. Luckily, 
Kapil and Sharada have stopped in their 
tracks and are responding to their con- 
science. But they will have to resolve it. 
If the world at large believed in the 
old English adage 'Honesty is the best 
policy’, it would be an ideal place. The 
reality is that we have an Iraq, we have 


Enron, Tyco, WorldCom, or, closer | 


home, the stock market vampires, large 
family businesses that bend the law due 
to their proximity with law makers,... the 


| listisendless. Clearly, itis because of the 


existence of these examples that we are 


| questioning the motives of business. At 


a philosophical level, the purpose of 
business is gainful sharing for mutual 
benefits. In that process, only the fittest 
will ultimately survive. To my mind, the 
fittest are those who adhere to the prin- 
ciples of this transaction with honesty 
and integrity. We need to see this over a 
time frame that is not measured in 
months, but, maybe, generations. A 
great product at an honest price that de- 
lights customers in any which way is still 
the definition of a great company. So 
why do corporations deviate from this 
simple tenet? 

The problem is on both sides of the 
equation. On the one hand, people who 
consume suspend their needs and drive 
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consumption way beyond ‘need’; on the 
other, people who create products for 
consumption get driven by the oppor- 
tunity to enhance profits from those 
transactions. And what complicates this 
process even further? Time. The need 
for speed. Because, in today’s world, 
speedis the most powerful weapon with 
which to rule. This race against time 
consumes our honesty. What is behind 
the need for speed? Our instincts to sur- 
vive. We know that as knowledge expa- 
nds our desire to consume more, we will 
be left with less and less as the numbers 
of our race expand. Every aspect of life 
and business is, hence, on fast forward 
mode. The people with the remote con- 
trol in their hands are the big investors. 
Speed money has no conscience; itis an 
end in itself. Remember US-64? Dig 
deep. At the bottom ofit lies dishonesty. 
Let us examine Kapil's and Sharada's 
problem in this context. At the core ofit, 
the conflict is between the might of a 
large multinational business and the 
morality of an individual. Because we 
live in a world where the boundaries of 
knowledge are expanding faster than we 
can react, large transnational busines- 
ses own those boundaries or find the 
most time-efficient solutions to take ad- 
vantage of the opportunities. What is 
WTO all about? Free and fair trade or 
protecting the economic monarchy of a 
few over the billions who create their 
wealth? It is monarchy at any cost, be- 
cause the billions have let them own the 
boundaries of our knowledge. That is 
why we pay so much for simple OTC for- 
mulations, let alone life-saving drugs. 
So, what role does an individual 
voice which questions this madness 
play? One only needs to hear the voices 
on the Internet to understand the 
power of that chorus. The Watergate 
scandal was exposed by two honest 
voices. WorldCom, Tyco, Enron, 
were exposed by the power of 
honesty and integrity of single, 
seemingly powerless individuals. 
What we must realise is that we 
stand together as the human race 
because of the honesty and in- 
tegrity that still exist in our lives. 
And it needs the voice of a single in- 
dividual to unleash that power. No na- 
tion, no transnational corporation, no 
business has survived or will survive by 
challenging the existence of that power. 


Let's get back to the micro. In our 
own lives, our families will cease to exist 
if parents are dishonest or lack integrity 
in their relationships with their chil- 
dren. The bedrock of our existence is re- 
lationships which are mutually honest 
and respectful. This is what maintains 
the integrity and long-term viability of 
any business. Whenever we have chal- 
lenged that relationship, we have cre- 
ated disasters. Examine every single 
natural disaster. They resulted when we 
dishonestly tried to profit from nature. 
The world of business is no different. 
Compare two extremes: Daewoo and 
Toyota. Daewoo, perhaps, never under- 
stood this simple fact, whereas Toyota 
lives by it. Sharada’s point of view out- 
lines the need to stick to these princi- 
ples. She voices what is, perhaps, more 
sensible for Rich Foods to follow. Kapil's 
predicament clearly lies in being caught 
between his corporate responsibility 
and what he knows is right. 

Genetic engineering tries to defy 
the basic balance and rhythm of our 
relationship with nature. Hence, it 
is, by design, a recipe for disaster. 
So why do businesses inflict ge- 
netically modified products on 
us? The answer, quite clearly, is 
speed. The speed at which they 
can satisfy our desires and profit 
from transactions. One cannot but 
feel sorry for the shortsightedness of 
those individuals who succumb to this 
fallacious and self-defeating philoso- 
phy. Genetically-engineered foods are 
designed to generate more profits, not 
synchronise with our alimentary sys- 
tem. Let us remember our alimentary 
system evolved over millions of years to 
live in perfect harmony with whatever is 
available as naturally occurring food. 

One may argue that genetic engi- 
neering may be life-saving in the treat- 
ment of diseases, it may be life-saving 
for land and aquatic life, Perhaps true. 
But why, in the first place, do we have 
those diseases? The answer to that lies 
exposed in nature. The sad part is that at 
no time of human history have we been 
so disconnected with nature as we are 
now and, therefore, we fail to see those 
answers. Isn't it astounding that 99% of 
the diseases that afflict human beings 
do not affect the rest of the animal king- 
dom? So, maybe, genetic engineering 
will be a solution to an emergency, but it 


i 








|, will certainly not be a permanent cure. 


Because permanent cure will only hap- 
pen when we find a rhythm with the 
place where we come from, Nature. Isn't 
it a shame that these basic tenets of life 
were available to us in our Vedas and we 
chose to turn a blind eye to them? 
Emulation is a natural human trait. 
So, it is natural that the weak will emu- 
late the powerful and the failed will em- 
ulate the successful. So we will ape the 
West: their symbols will be fashionable; 
their heroes may become our role mod- 


| els, their rituals will be blindly followed 


in our homes. And we will shun our 

value systems as being retrograde. 
Media will further this process. 

Front pages will be dominated by disas- 


; ters, scandals and other negative news. | 


! Coloured pages will abound with pic- | 












tures of emulators gyrating in splendid 
effort to shun reality. Finding even a col- 
umn of inspiration will be a miracle. We 
consume these editorials because me- 
dia has the power to mould our opinion. 
Across the world big businesses run me- 
dia. Are Australian media tycoons inter- 
ested in what makes us feel positive 
about ourselves or what the truth really 
is? Why was Tarun Tejpal abandoned by 
some media? Big business is about con- 
trolling transactions. Employees like 
Sharada are dangerous as they are seen 
to be attacking that control. 

The developed world has developed 


at the expense of the underdeveloped | 


and continues to do so. It has used the ` 
power of media, military might and ac- _ 
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| cess to most of the world's resources to | 


create role model civilisations. Unfortu- 
nately, it has also unleashed a gigantic 
force that it cannot tame. That force is 
the power of information. The Internet 
and global communications have sud- 
denly withdrawn the unlimited power 
that a few enjoyed over the majority, We 
now have to deal with speed of a differ- 
ent nature. The speed of thought. This is 
what gnaws at the decisions that Kapil 
and Sharada have to make. 

People freely exchange thoughts on 
everything. This has not reached critical - 
mass yet. But it will. (Internet access is 
available to less than 10% in India still.) 
Thoughts that people share will mould 
our perceptions faster than what corpo- 
rations put out. Look at what happened 
to music companies because people 
shared the thought of exchanging mu- 
sic. Why has this happened? Ask the mu- 
sic companies, When the cost of a blank 
CD is less than half of a cassette why do 

we pay three times more? And what did 
they do with that money? Ask the 
artists. The lack of honesty does not 
manifest itself in profits, but in 
profiteering. These debates will 
be endless. For Kapil and 
Sharada, the realisation that 
profit at any cost may sound the 
death knell will force them to an- 
swer questions honestly. 
Honest with what? Intellectual 
honesty. Are they honest with the 
food that they serve, with under- 
standing the impact it might have on 
the health of their consumers, with em- 
ployees who work for Rich Diners like 
Kapil and Sharada? If the answers are in 
the affirmative, a whole new culture of 
business will emerge and that culture 
will be based on relationships. In that 
culture, only those corporations that 
harmonise our existence with our sur- 
roundings will survive. Are we surprised 
that the West is now scrambling to find 
the means to find that harmony, spiritu- 
ally, emotionally and physically? This is 
a great demonstration of the cause and 
effect principle. Destination West ends 
in destiny in the East. Perhaps Kapil and 
Sharada intuitively figured that out. 
Which is what I think started the conflict 
in the first place. What do I take out of 
this? That only when we are truly honest 
with ourselves will we find the best an- 
swers to our business probl 
thing else is maya! 














VIRUSES are dangerous organisms. 
Shortly after invading another life form, 
they take over the hosts survival kit 
and begin to make copies of themselves. 
A virus does not eat, drink, excrete, travel 
or make merry. All it does is reproduce, 
in a frenzy that is unmatched in the liv- 
ing world. 

Bacteria are dangerous too, but they 
are not as focussed as viruses. They eat 
and produce waste, apart from repro- 
ducing. Bacteria are also clever. They 
know how to evade the antibiotic mis- 
siles we launch at them. 

Some viruses, called phages, attack 
bacteria. Phages multiply inside the bac- 
teria, burst open the cell and invade 
other bacteria. One phage can become a 
million within an hour of infection. 
Phages also know a trick or two about 
bacterial behaviour. It’s difficult for bac- 
teria to defend against a phage attack. 

Phages are the most numerous or- 
ganisms on earth; their total weight is 
more than the weight of all the elephants 
in the world. They are also the primary 
reason why bacteria haven't taken total 
control of the planet. What can we learn 
from these crafty creatures? 


-Ramachandran was fascinated 
E by the BBC documentary on 10 
| April 2000. It was the Horizon se- 


the presenter was talking about 
the wonderful things phages 
could do for us if we knew how to tame 
them. Ramachandran had had a distin- 
guished career as a drug researcher in 
some of the leading companies in the 
world. He had led research on antibac- 
terials at Astra Zeneca in Bangalore. But 





ries that he loved to watch, and | 


neals 


he knew next to nothing about phages. 
The documentary showed an insti- 

tute at Tbilisi in Georgia. This institute 

was the only one in the world that had 


among other diseases. Antibiotic resis- 
tance plagued the Soviet hospitals, like 
in other places in the world. “From my 
work at Astra Zeneca I knew that we 
were waging a losing battle against bac- 


teria,” he says. “But phages seemed an 


effective way to tackle the problem.” 
Ramachandran was then in Califor- 
nia. Halfway across the globe, in Hyder- 
abad, Sriram Padmanabhan was watch- 
ing the same show on BBC. Sriram had 
kick-started Dr. Reddy’s biotechnology 
programme, but was itching to move on 
to other things. “The documentary was 


an eye-opener,” Sriram says. “I told my | 


could well be 
on Its way 


had also watched the programme, or | 


to global 


forgot about the documentary after a | 


wife Bharathi (also a scientist at Dr. Red- 
dy's) that this was the topic to work on." 

Sriram didn't know that Ramachan- 
dran (his former boss at Astra Zeneca) 


that their paths would cross soon. He 
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while, while Ramachandran decided to | 


educate himself about phages. Rama- 
chandran learned that phages were first 
discovered in the Ganges, way back in 
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There aren't 
too many 


continued research on phages, which | 
were used there to cure fatal wounds, | 


companies 
‘that put their 


money on 
viruses. But 


this one has 


— and it 


leadership. 
by P. Hari 


GANGAGEN BIOTECHNOLOGIES 


Ramachandran: spellbound bya bacteria-killer 


à 
eg 


1896. Ramachandran started a com- 
pany in Bangalore to investigate phage 
therapy and called it GangaGen 
Biotechnologies, as a gentle reminder to 
the world as to where it all started. 

GangaGen rented a place at Banga- 
lore Genei. Meanwhile, news of the firm 
reached venture capital firms. Rama- 
chandran got a call from ICF Ventures in 
the city. After just two meetings, its offi- 
cials told him they wanted to invest $2 
million in GangaGen. "They did not 
even ask me for a business plan," says 
Ramachandran, "and said they invested 
in people, not in business plans." 


Ramachandran's credentials had | 


impressed ICF Ventures. He had taught 
at the University of California in San 
Fransisco and worked in Genentech, 
the world's leading biotech company, 
where he did pioneering research on 
human insulin receptors. He then 
moved on to Astra Zeneca (after a few 
hops), where he set up the Bangalore 
R&D centre from scratch. "It was a 
dream to back someone like Ram," says 








ICF managing director Vijay Angadi. 
Ramachandran sat in the Stanford 
University library for weeks to read abo- 
ut phages. He learned that phages were 
used for treating cholera as early as in 
the 1920s in Punjab. Recently Georgian 


doctors successfully used phages to tr- | 


eat wound infections that did not res- 
pond to antibiotics. Phages were safe as 
they attacked only bacteria. Phage ther- 
apy seemed promising, but for some 
scientific and business challenges. 

The first barrier was our own imm- 
une system. A phage is an intruder and 
will be treated as such; the human body 
will develop antibodies to the phages. 
The second problem was the 'lysis' of 
the bacteria. The phage reproduces rap- 
idly inside the bacteria and comes out in 
large numbers, scattering bacterial tox- 
insinthe process. The third issue was re- 
lated to business. Phages were known 
for along time and no one knew how to 
get patents on old knowledge. "One rea- 
son why pharmaceutical companies ig- 





get patents," says Ramachandran. 
Yet it was absolutely vital for him to 
get some patents for the firms survival. 


RIRAM, who remembered the BBC 

documentary as soon as he got a call 
from Ramachandran, needed no per- 
suasion to work on phages. His wife and 
he joined GangaGen on 30 September 
2001, and were greeted by an excited Ra- 
machandran. "Let's sign a non-disclo- 


| sure agreement first," said his former 


nored phages was that they could not | 
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boss. Ramachandran had filed a provi- 
sional patent application three days 
ago, but it was just an idea. Patent offices 
would give GangaGen a year to work out 
the details; Sriram had his job cut out. 
By then GangaGen had become a 
US firm, GangaGen Inc, which fully ow- 
ned the Bangalore firm. The Bangalore 
firm had exclusive rights to sell its prod- 
ucts in Asia-Pacific. The new lab in the 
city would be ready in February 2002. 
Sriram and his wife had eight months 
after that to ensure the idea worked. 
Ramachandran had made one sig- 








The soul of GangaGen: (L to R) Scientists M. Jayasheela, Bharathi, Goda Krishna and Sriram 


nificant observation during his resea- 
rch. The bacterium is killed as soon as 
the phage penetrates its wall. Lysis is 
necessary for the phage to come out, 
but is not important as far as the death 
ofthe organism is concerned. Could the 
lysis be stopped and the phages trapped 
inside the bacterium? The body's im- 
mune system would clear the dead bac- 
teria. It was an ingenious idea, but there 
was no guarantee it would work. 

Sriram and Bharathi located the ph- 
age gene responsible for lysis. They then 


inserted a piece of DNA into this gene to | 


stop it from functioning. This geneti- 
cally-engineered phage would enter a 
bacterium, multiply and then remain 
inside. There was a double benefit. The 
bacterial toxins would not scatter and 
the body would not develop antibodies 
to the phages. But it would develop anti- 
bodies to the dead bacteria and clear 
them from the body. Sriram proved 
these results; Ramachandran filed the 
full patent application in August 2002. 
The US Patent Office has now pub- 
lished this application and another one 
seeking to use the phage-filled bacteria 
as a vaccine (the dead bacteria will gen- 
erate an immune response). The patent 
applications make sweeping claims: 
anyone using this process on any phage 


will have to pay royalties to GangaGen. | 


The patents, when granted, will open up 











an area that no company has explored: | 
to use the phage as a vaccine. It is almost | 
like discovering a blockbuster, except | 


that the product is actually a process. 


CF invested $2 million in June 2001. | 


The lab was up by early 2002. Rama- 
chandran began expanding his team. 
He got his friend David Martin on the 
board of directors. Martin had worked 
at Genentech and had worked on two 
multibillion-dollar blockbusters, the 
human growth hormone and tissue pla- 
sminogen activator. He was later presi- 
dent of Chiron Therapeutics, a top-no- 


tch biotech firm. Martin took over as | 


CEO of GangaGen last month. 


The next to join the board was Ry- | 


land Young, an expert on phage lysis. 


Young is now executive director of re- | 


search at GanagaGen Inc. Two more lea- 
ding phage researchers joined. Shankar 
Adhya, a member of the US National 


Academy of Sciences, and Carl Merril, a | 


scientist at a National Institute of Health 

lab. Adhya and Merril together hold the 

only significant patents on phages. 
GangaGen Inc started a subsidiary 


in Ottawa, Canada and got Michel Cre- | 


tien, a well-known medical scientist and 
brother of Canada’s prime minister, to 
head it. GangaGen has another close as- 
sociate: James Watson, Nobel laureate, 
who discovered the DNA double helix. 
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GANGAGEN BIOTECHNOLOGIES 


Watson may join the board 
soon. GangaGen has a team 
that would be the dream of 
any phage therapy firm in 
the world. 


N mid 2002 GangaGen got 

$2 million more from angel 
investors at a 50% higher val- 
uation. Ramachandran is 
now looking for more money 
at higher valuations. Ganga- 
Gen's patents will be the 
milestones for investors. Its 
first product, for tackling in- 
fection in vegetables, will go 
for field trials next month in 
Canada. Products for hum- 
ans will follow. 

Bacterial contamination 
in manure is a big problem in 
the US and Canada. Infected 
manure pollutes ground wa- 
ter. In 2000, contaminated 
water in Ontario made 2,000 
people ill and killed seven people. An- 
other problem is infected meat. Canada 
may make it mandatory for all firms that 
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| sell meat to establish that their product 


is free from dangerous bacteria. 
Treating manure using GangaGen's 
proprietary phages may help reduce 
ground water contamination. Canada 
produces 750 million tonnes of manure. 
At $1 for treating one tonne, GangaGen 
could make $75 million if it gets 1096 of 
this market. Treating cattle with phages 
two weeks before slaughter can reduce 
infections in meat. GangaGen's next 
product will be for the meat industry. 
The third product may be an oint- 
ment for treating infections on wounds 
and burns. Bacteria like pseudomonas 
and staphylococcus that infect wounds 
are notoriously resistant to antibiotics, 
but not to phages. GangaGen would 
later go the whole hog and develop 
products to treat any kind of infection, 
including serious ones like tuberculosis. 
GangaGen is in a new field and has 
little competition. There are a few com- 


| panies practising phage therapy, but 


none have significant intellectual prop- 
erty or a team like GangaGens. Yet there 
are challenges, not the least of which is 
the regulatory regime. Few regulators in 


| the world have dealt with viruses as a 


drug. Yet if phage therapy picks up, Gan- 
gaGen is set to become a leader. m 





E E Most advanced resume 
. management software, 
E! rocewing. I 
E: o yor application: 





. Resume 
Cru iser TM* 





L— PRIORA 


oF a Tn TM TM | 


B E/B.Tech. WRT yaer 25 





| JOH 81 S Molathg and Business Development Manager, Bangalore 
` MMMEGDBATPGPM, BDM, Marketing with good experience 


{ ‘orporate Product Manager Bangalore 
 B.E/B. Tech, Product inda with 2 yrs exp 


Hutch 
- As: t Manager Finance & Accounts, Bangalore 
CA exposure to ERP environment, reconciliation with 





ales Training À anager Bangalore 
B Sc with 8 da exp ^ 


r-DS/ Bangalore. 
3 D Balos with 2 ys exp 








Üpasana Advantage 














kiran karnk . |  )— ) 






K 
+ 








Kiran Karnik is president of 
Nasscom 





‘The entire East 





stands to gain’ 


HOW can we make the eastern region a vibrant 


technology hub? From 16-19 November, Nass- | 
com, via Infocom 2003, will focus its efforts on | 
finding out just that. Karnik talks to BW about | 
his programme for the East, the IT outlook for | 


2004, and H1-B visas, among others. Excerpts. 


m What policy initiatives and investments does 
West Bengal need to attract IT centres? 

The state government recently came out with a 
new IT policy which seeks to facilitate IT in the 
eastern region. There is a perception that you 
cannot do things here. But that is changing with 





the big companies coming in. Wipro is setting | 
up acentre; IBM is expanding; TCSisalsothere. | 


Actually, states like Kerala and West Bengal | 


realise that they have fallen behind. And that's 
what the IT policy seeks to change. Also, today, 
companies are looking at alternative places. In- 
frastructure is beginning to get saturated in 
Bangalore. The city attracts new entrants, but 
bigger players are beginning to look elsewhere. 

‘Other’ destinations include Jaipur, Chandi- 
garh, Pune, Kochi and Kolkata. GE has set up 
operations in Jaipur and has plans to expand to 


Kolkata. HSBC is opening a centre in Visakhap- | 


atnam. When companies move to Kolkata, the 
whole region will benefit by attracting talent. 


The challenge is to put the IT policy into | 


practice with appropriate speed. Over the last 
year or so, the government has been proactive. 


m Bro companies in and around Delhi attract a 
lot of people from the East. Do you see a trend in 
their setting up centres where people are, rather 
than ferrying people all the way? 





That is very much likely. Kolkata could actually | 
exploit its strengths — it is a place geared for | 
back office work. There are very good maths | 


and statistics skills available. That's why the In- | 
dian Statistical Institute was set up there.Itcan | 
bea good focal point for accounting work. Also, | 
security software development centres can be | 


set up in Kolkata. Security software requires 





cryptographic and statistical skills. Kolkata | 


would be a natural choice for this kind of work. 


m How would you interpret the Q2 results? What 
impact do you see of the rupee strengthening? 

The results have been excellent. However, the 
concern areas are the rupee appreciation, 
which can affect bottomlines. Our growth rate 
calculations (26% growth in the IT sector over 
last fiscal) are based on the rupee-dollar rate as 
of December end-2002. 


E Recently, the US government put a ceiling on 
H1-B visas. Do you think this will change? 

In January and February visas might become 
difficult. In fact, in March-April we do see a 
problem cropping up due to the H1-B visa cap. 
The visa limit will be exhausted. 


m But companies are offshoring work... 

It is true that companies are offshoring more 
work now. But this will take some time to sta- 
bilise. While this happens, alot of people will be 
travellingto transition work orto complete pro- 
jects. So we see the limit of 65,000 H1-B visas 
being exhausted by early next year. 


m What progress has been made in bridging the 
digital divide? 

There are a lot of demo and pilot projects. In 
terms of taking it beyond the adopted places 
where pilots are held, the progress has been 
rather slow. Take the Bhoomi project in Kar- 


, nataka. It has been talked about for the last one 


year, but has not been deployed outside the 


| State. Such a project could do wonders in UP 
| and Bihar, where land records are in disarray. 


E-Seva has been restricted to Hyderabad. Delhi 
is doing it, but very slowly. In Kerala, plans are 
afoot to make a whole village (Mallalampur) 
computer literate. The more practical way out 
is to make at least one person in a household 
computer literate. That is more manageable. 
We have isolated success stories, but the 
need is to take them beyond so they are mean- 
ingful to many more people. wi 
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PLANT MANAGER 


For 2.3 mio tpy Multi Unit Cement Plant in Saudi 
Arabia. 


He will report to the General Manager. He will be 
accountable for production, quality control, 
engineering and transportation at the plant and shall 
implement the policies and carries out plans and 
programs to achieve company goals and 
objectives. He will direct, coordinate and supervise 
the activities of Production Department, 
Engineering Department, Quality & Process Contro! 
Department and Transportation Division. 

He should have a Degree in Mechanical 
Engineering with at least 15 years of experience 
in a cement plant, of which at least 5 years should 
have been spent in a similar Senior Management 
capacity in a large, private and profit making plant 
of repute. 

Position carries attractive salary and benefits. 
Please send detailed bio-data, recent passport 
size photograph, contact details, e mail address 
by courier, within 10 days to : 


HOLTEC Consulting Private Limited 
A Block, Sushant Lok 
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BROWSING 


Kevin Johnson 
Vice-president (global sales & 
marketing), Microsoft Corp. 


I try to read 2-3 books every once in a 
while. The last I read was TIPPING 
POINT by Malcolm Gladwell. It talks 
about how in different scenarios in 
the world, it is the little things around 
us that contribute to a breakthrough 
at some point. It tells us how new 
ideas and trends take shape. I would 
strongly recommend it. But it's been a 
while since I read fiction. I like Ken 
Follet because he’s an engaging story- 
teller. I remember his Eye of the Nee- 
dle, but that was many years ago. Wi 


ALERT 
The Go-Getter 
by Peter B. Kyne (Times Books) 


ia . MOTIVATIONAL stories 

GO-GETTER | seldom differ; only the 
. locales and characters 
asinum do. Hard-pressed au- 
| thors have dredged 

sayar fish markets and even 

rodent psychology to 
spin new-fangled fables of grit 
and loyalty that publishers be- 
lieve will sell. Perhaps, these 
new titles are not doing too well. 
Which might explain why an old- 
fashioned parable that made its 
appearance in 1921 has been 
reissued. Written by screenwriter 
Peter Kyne, it's the bracing story 
of a war veteran who turns a 
seemingly impossible sales as- 
signment into an extraordinary 
opportunity to climb the execu- 
tive ladder. If by some chance 
you fail to get the point, historian 
Alan Axelrod helpfully appends a 
homily on the lessons that can 
be gleaned. m 
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Gu for trade, 


SUBIR GOKARN 


NDIA'S reforms since 1991 have | 


provoked an enormous amount 
of analysis, most of it taking up 
contradictory positions. This 


polarisation is aided and abetted | 


by the fact that the performance 

of the economy on several indicators 
does not provide unambiguous sup- 
port for either of the extreme positions. 
To counter the reform-pessimists, 


unabashedly to the reform-optimist 
camp and, in this short but substantial 
book, make a strong case for pushing 
the reform momentum in the context 
of the evolving world trading order. 
Their central premise is that, even 
with all its warts, the trade regime offers 
a country like India enormous opportu- 
nities, not only for growth but also for 


| increasing productivity. However, these 


one can point to falling poverty, an end | 


to shortages of many products of every- 
day use (even watches once had wait- 


ing lists, no doubt, a major reason for | 
our notorious unpunctuality!, strong | 


competitive positions in many prod- 
ucts and services, low inflation and so 
on. But the reform-optimists are 
stymied by accusations of 
stagnant employment, 
deteriorating public ser- 
vices, crumbling infra- 
structure and widening 
vertical and horizontal 
disparities. Rarely has the 
half-full versus half-empty 
metaphor been more apt. 

Professors Srinivasan 
and Tendulkar belong 


SELECTION 


Inhale th 


AVING a hot cup of coffee is now 
decidedly cool. The Starbucks 
revolution has washed across the 
world in less than a decade. It has 
even lapped our shores, thanks to the 
coffee chains that have successfully 
cloned the Starbucks formula here. 

But it was not always so. In the 1960s, 
when the Polish dissident philosopher 
Lezek Kolakowski was forced into exile, 
he decided to settle down in Oxford. On 





opportunities will go largely unexploit- 
ed if the reform agenda that they pro- 
pose is not acted upon with speed and 
commitment. The agenda they have in 
mind is neither unique nor controver- 
sial. It simply reflects the underlying 
logic of the blueprint that drove the 
early stages of the process. In fact, gov- 
ernments across the political spectrum 
have, on paper, com- 





REINTEGRATING 
INDIA WITH 

THE WORLD 
ECONOMY 

By T.N. Srinivasan and 
Suresh D. Tendulkar 
Oxford University Press 


WD 


Pages: 167; price: Hs 


Is aroma, 


wondered where the cafes were. Coffee 


_ shops were a central European oddity as 
, recently as the 1960s. It has taken several 


his first afternoon there, he took a walk | 
| Dutch East India Company broke the 


around the university town with his 
wife. Kolakowski liked the place but 
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centuries for coffee to capture the 
world's taste buds. 

Coffee was the discovery of an 
Ethiopian goatherd, who noticed that 
his flock was much merrier after eating 
the beans. The Turks became the first 
avid drinkers, and their emperor tried 
his bestto ensure that not a single coffee 
plant left the Ottoman Empire. The 


monopoly, and planted coffee all over 








mitted themselves to all the reform ini- 
tiatives that the authors endorse. 
However, moving from commitment to 
execution has posed enormous prob- 
lems and resulted in the ‘neither here 
nor there’ state we find ourselves in. 
The book has five chapters. The first 
= provides the broader political context 
<> of Indian policy-making and is essen- 
tially aimed at the non-Indian reader 
_ who might be familiar with what has 
~~ happened here over the last decade but 
is at a loss to understand why things 
work (or dont) the way they do. The 
second is a detailed analytical piece on 
India’s position in the world trading 
ring, focussing on its dynamics across 
three distinct domestic policy regimes: 


the pre-1970s heavy hand, the piece- | 
meal reforms of the 1970s and 1980s | 


and the more integrated and strategic 
(but woefully incomplete!) reform 
agenda of the 1990s, 

The motivation for the title comes 
from this chapter, which demonstrates 
that Indias share of world trade 
dropped significantly during the age of 
autarchy, but showed distinct signs of 
recovery post-1991. It also demon- 
strates, through statistical analysis and 
references to other evidence, that a 'vir- 


T.N. SRINIVASAN Is professor of eco- 
nomics at Yale University. He was a 
special adviser to the Development 
Research Centre of the World Bank 
and has taught at numerous academ- 
ic institutions including MIT, Stanford 
and the Indian Statistical Institute 


SURESH D. TENDULKAR is professor 
of economics at the Delhi School of 
Economics, University of Delhi, where 
he is executive director of the Centre 
for n Economics 


tuous circle was at XE in SN Indian 
economy during the 1990s. Exports 
increased sharply, as did GDP growth, 
which was associated with increasing 
employment and falling poverty. The 
trade-growth-poverty reduction nexus 
has been amply demonstrated in the 
East Asian success stories and we have 
evidence from our own experience that 
it works here as well. From this plat- 
form, it is logical to argue that structur- 
al barriers to increasing trade will come 
in the way of growth and, hence, 
employment and poverty reduction. 
These barriers are addressed in 
Chapter 4 and the reform agenda, as 
well as its political economy implica- 


It's Invigorating 


theisland of Java. 
There was also a time when coffee 


was a speculator' delight, a time when it | 
was one of the most sought-after com- | 


modities on Europe's 
bourses. Davis Liss’s 
The Coffee Trader takes 
the reader back to 
those heady days. The 
story is based in Ams- 
terdam, then the 
world’s premier finan- 
. cial centre and just re- 
- covering from the in- 
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sanities of tulip mania. Miguel Lienzo, a 
Portugese Jew who has fled the Inquisi- 
tion for the more liberal Holland, has 
been wiped out by a sudden fall in sugar 

prices. He is enticed by 


THE Geertruid, a Dutch 

| COFFEE  widow,intoaschemeto 
TRADER corner the global mar- 

| ket for coffee, which is 
By David just becoming popular. 
2 Adan “Its a new sub- 

É House stance — entirely new," 


she explains. "You take 


| Pages: 400; 
it not to delight the 


price: $7.99 
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tions, comprise the conchiding chap- 
ter. But, before that, it is necessary to 
address the following question. # is 
very well to talk about reforms and 
increasing competitiveness, but is the 
world going to absorb what Indian pro- 
ducers have to offer? This is the issue 
that Chapter 3 addresses. Although it 
draws mainly on earlier writings by 
Srinivasan, it complements the analy- 
sis and arguments made in other chap- 
ters. For Indian readers, this is the big 
value-add chapter. It traces the evolu- 
tion of the global trading system, 
pointing out India’s opportunities and 
threats as it goes along. H argues that a 
regulatory mechanism is essential, 
although the current form may not be 
the optimal one. The authors contend 
that engagement and constructive 
negotiation is Indias best bet for 
increasing its global opportunities. 
Ultimately, the authors say, reinte- 
grating India with the world economy 
is good for India even under current 
circumstances. If the circumstances 
were to improve, our gains could be 
even larger. But, to get there, we must 
reform domestically. `: 
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Subir Gokarn is chief economist, Crisil 
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senses but to awaken the intellect.” The 
same can be said of the book. It should 
be read, not for the quality of its writing 
or the complexity of its plot, but for the 
wonderful insights into the skulldug- 
gery and speculation in the world's first 
great exchange. (How little things have 
changed over the years!) 

This book also helps you peek into 
some other worlds — the senseless 
persecution of Jews in Europe, the mis- 
ery and glory of 17th century Amster- 
dam, and the first stirrings of capitalism 
and freedom. 

Unfortunately, our coffee shops are 
too noisy to encourage serious reading. 
This book has to be read at home “a 
well, a cup of coffee. 8 





NIRANJAN RAJADHYAKSHA 
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"^ HEN the idea of setting up a Compe- 
tition Commission (CC) was first 
aired, those familiar with the work- 
ing of the Monopolies and Restric- 

_ Ç tive Trade Practices (MRTP) Com- 
mission T scene misgivings. Why would one need a 
commission to ensure competition when all that was 
needed was abolition oflicensing requirements and other 
entry barriers? That's because the market doesn't always 
guarantee competition. There will always be unfair and 
restrictive business practices. Besides, mergers and ac- 
quisitions would need to be scrutinised. That's why most 
countries have competition or fair trade commissions. 
But now that a CC has been decided upon, the debate is 
on its effectiveness, the key is- 
sue being the choice of chair- 
man. As we know only too well, 
the government has an un- 
happy tendency to choose the 
wrong persons to head critical 
organisations. If that happens, 
it could be back to the licence- 
permit raj. 

Its not as if the Competi- 
tion Bill of 2001 did not foresee 
this problem. It had clearly 
stated that the chairperson 
and every other member 
should have either been a high 
court judge or have expertise of 
at least 15 years in interna- 
tional trade, economics and 
business so as to be 'useful to 
the commission. Section 9 of 
the bill also specified that apart from various ministers, 
the RBI governor, the cabinet secretary and the chief jus- 
tice (or his nominee) would be on the selection commit- 
tee, Of course, some outside expertise on the committee 
would have been welcome but that's another issue. 

What matters is that inexplicably Section 9 was 
amended in November 2002 by Parliament, not to 
sharpen the process butto make it deliberately vague. The 
amendment, which says the chairperson "shall be se- 
lected in a manner as may be prescribed", was ratified 
even more inexplicably. At whose behest was Section 9 








amended and why did Parliament endorse it? Was the | 


government scared that the chief justice would thrust a 
judge or ex-judge on the CC? Was Parliament reassured by 


the finance minister's verbal assurance that there would | 
| yet for the CC. Perhaps, the government will set about in 


be a collegium that might include the chief justice? The 
government formulated rules in April 2003 which says the 
selection committee was to be headed by a retired judge, 
jurist or senior advocate. But that’s not the way it hap- 


x 


Transparency in the selection 
rocess would have averted 
e Competition Commission 
controversy 





| 
| 
| 
x 
| 
| 
| 
| 
| 
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pened. Law minister Arun Jaitley headed the three-mem- 
ber committee, As a senior advocate, he can do so. Per- 
haps, he could even be considered a jurist. But one doubts 
whether this is what the law intended, much less the ap- 
pointment made by this chairman. It was not surprising 
that Jaitley appointed retiring commerce secretary Dipak 
Chatterjee to head the CC; Jaitley also happens to be the 
commerce minister. All would have been well if a public 
interest litigation challenging the appointment had not 
been admitted by the Supreme Court. That laid open 
some festering sores in the body politic. The issue is not 
whether Chatterjee is unsuitable for the chairmanship — 
he may be eminently suited for the post — but the mode 
of selection that leaves much to be desired, __ 

Chief justice VN. Khare, 
who admitted the PIL, views 
the exercise as an encroach- 
ment on judicial functions. “It's 
a direct onslaught on the high 
courts. Some years later, the 
government may say that it will 
replace all the 26 judges of the 
Supreme Court with bureau- 
crats.” After this public dress- 
ing down, the government has 
decided to back down and has 
quietly withdrawn Chatterjee's 
| appointment. That is an un- 

. usual step and indicates that 
š the administration has been 
caught on the back foot — the 
bureaucracy as much as the 
political establishment. 

Yet for all this, we believe 
that the Supreme Court is overreacting. Instead of letting 
loose a volley against the IAS, Justice Khare should have 


| focussed on the non-transparent selection process. Even 
| Jaitley, a master of defending the indefensible, could not 
| have brushed away the rising stink. And it's not the execu- 


tive alone that has emerged smelling unpleasant from the 
controversy. If the bureaucracy has reinforced its greedy 
image, Parliament has shown itself to be extremely lax. 
And the judiciary sounds merely peeved that it has been 
denied a plum post. But more than an issue of ethics, it's 
the denial of expertise to critical organisations that is the 
cause for concern. That's what distinguishes our regula- 
tory bodies from its counterparts in the developed world. 


| We settle for retired bureaucrats and judges instead of 


looking for the best man for the job. Perhaps, there is hope 


earnest to find the right person to foster competition in 


| the country. That means reinstating Section 9 for a start. It 


is never too late to bring in the right amendments. m 
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statutory warninc: CIGARETTE SMOKING IS INJURIOUS TO HEALTH 


JWT.3324.2003 


* Which stocks have risen the fastest? 


* Which stocks are the FII favourites? 


* How broadbased is this rally? 


xis the market P-E too high? 


* Which sectors gave the most returns? 


e you 
roperly 
overed? 





& TOYOTA Touch 


the . 
Perfectio 


WORLD'S No. 1 BES SELLER 





3,00,00,000 STORIES OF PASSION 









“He created an empire from scratch with willpower, passion and sacrifice. He built 
all this so that his only child could enjoy a better tomorrow... Yet when his son 
wanted to drive his Corolla, he didn't hesitate to turn him down.” 


Unbelievable? Not really. 30 million people across 149 countries will tell you that 
once you have driven the Corolla, you wouldn't like to share the wheel with 
anybody. Such is the passion with which you drive the World's No.1 bestseller. 






° State of the art V V - i engine * Whopping 125 bhp * Optimum mileage 


Visit our site: 
* Luxurious interiors * Intelligent Automatic Climate Control AC 


www.corollaindia.com 


For further information contact Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080-7287073 


dentsu/tkmc/corolla/bw-3/2003 








Hi-Tech Products Show 2003 


Business visitors, please register online at: 1 
www. v. koreaproductshiow ct com E 















O n the occasion of the 30” anniversary: of diplomatic ties between nthe o Republic of Korea and 
Korea Trade - Investment Promotion Agency (KOTRA) will Il hold an exclusive i-tec ; 
show in New Delhi. 100 Korean companies from different competitive sectors of Korean i i dustry wil 
showcase their latest abes & technologies in the exhibition. | 
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Cultural 







Opening "Mane 


Date: December 8, 2003 (11.00 Hrs) Dance, Music, Traditional Shows. “ay 


| Venue: Open Air Stage b... HY’ 
Venue: Hall No. 11, Pragati Maidan, New Delhi.) m Mai Sar at Maidan, 






chinery . Textile Machinery, x 
trap ing i Wrapping 
n s, industrial 


| ' MACHINERY & EQUIPMENT: 


u : i . industrial 
HOME & KITCHEN APPLIANCES: W Wat tar Pu later-tre: aver e t Equip ye ood Processing & C eum Appliances. 
SECURITY EQUIPMENT: ol Equipment, Š 
TEXTILES: F abrics: dehet & Dobby Lining, T Threac a Moo Per Clean Room 


7 Fabrics & Garments, Interlining, Sequins, Sizing Agent, Blanket, Furni | 
` CONSUMER GOODS: Nail. Cosmetics, Toy Crane, Office & Children's Stationery, Writing ‘instruments, 
pos ETE Glassware, Promotional Items, Toys. | 
AUTOMOBILE & AUTOPARTS: Hyundai Vehicles, Solar Film, Fastners, Filters, Rear-Side Alarm, CIS. Crank 
! Shafts, Miniature Lamps, Exhaust Hose, Used Engine Part rts h 
ELECTRONIC DEVICES, Settop Box, RF Components, Capacitors ? 














- -PARTS& COMPONENTS: Switches, Karaoke Device, Speakers, Phone Headsets, | Heat unde Tubes. 
COMPUTER & NETWORKING: PC Hardware (LG & Samsung), inkjet Printer, ink Cartridges & Toner, MDU, Splitter 
for DSL. 
MEDICAL & HEALTH ITEMS: Orthopedic Casting Tape, Dental Micro-Motor, Massager, Slimming Equipment. 
| Opthalmic Lens, Health Foods & Drinks, Oxygen Concentrator. 
MISCELLANEOUS: CR Steel Strip, Survey & Drawing: Instruments, Surface Protection Adhesive Tapes, 


Pigments (Industrial & other coating agents). irrigation & Nursery Materials (T rays, 1 
Potteries), Laminating Films, Heat Shrinkable Tubes, Central Heating System, One- | 
touch Fittings, Synthetic Mouldings, Polycarbonate Sheet. 


For details and fixing up appointment with the exhibitors, please contact MR. SUSANTA M MAHAPATRA. 


KOREA TRADE CENTER 
Embassy of The Republic of Korea 

B-9/1, Vasant Vihar, New Delhi - 110057, Tel.: 011 -5166-0981 / 5166-1401 / 02 
Fax: 011-5166-0980, E-mail: ktedelhi@vsni.com 
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Cause and effect 


J Until recently, the phenomenon of 
‘body shopping’ was quite common 
and there was a feeling that only 
back-end processes would be out- 
sourced to India. But soon, the 
world recognised the potential of 
our human capital for high-end applica- 
tions. And this has resulted in a substantial improv- 
ement in the quality of software development work outsourced to 
India which, in turn, has catalysed the return of our IT professionals. 


Sidharth Balakrishna, Via email 


“I WAS MISQUOTED" 


A I would like to clarify that I was misquoted in this article. My stint in 
the US, beginning in 1998, was related to product development work 
(imaging and workflow) in HCL and not to a Y2K assignment as stated. 
Also, my return to India was a planned one. I found the right opportu- 
nity to return home when the US-based company I was working for 
wanted to start an overseas development centre in India. 


Manoj Mittal, senior project manager, Infozech Software, Delhi, 


— aaa 





WHERE IS THE KING? 
This is in response to the letter, 'Cus- | 
tomer Is King, published in BW (13 Oc- 
tober). We would like to thank you for 
promptly sending us the aggrieved cus- 
tomers email ID. We value every cus- 
tomer like a king and customer feed- 
back is taken with utmost seriousness. 
To address Mr Christopher Doyle's 
grievances, we immediately reached | Income: Rs 2,796 crore 
out to him via email asking for details of | Assets: Rs 31,472 crore 
his complaint. But even after writing | Net profit: Rs 33 crore 
numerous emails to him, we are disap- | Return on income: 1.18 % 
pointed that MrDoylehaschosennotto Return on Assets:0.10 % 
respond, which has given riseto theap- | Cash profit: Rs307 crore 
prehension whether he genuinely had a | 
problem with the AirTel services. | United Bank of India 
Deepak Jolly, director (corporate commu- | Income: Rs 2,429 crore 
nications), Bharti Group | Assets: Rs 22,997 crore 

| Net profit: Rs 119 crore 
Return on income: 4.90% 
Return on Assets: 0.52 % 
_ Cash profit: Rs 237 crore 


CORRIGENDUM 
In the issue, ‘The BW Real 500’ (BW, 3 
November), we had wrongly used 
FY 2001 figures for both United Bank of 
India and Indian Bank in the financial 
services Top 50 rankings. 

The correct figures for FY 2002 for 
the two banks are as follows: 
Indian Bank 


| Asaresult, the ranking of United Bank 
of India becomes 22 instead of 25, while 
| that of Indian Bank remains the same. 


| | Letters can also be sent to 
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Mr Gupta went shopping 
with his savings 

from IndianOil XtraPremium. 

What will you do with yours? 





Presenting hi-octane XtraPremium petrol from IndianOil. Reinforced with multi-functional 


additives, the hi-octane XtraPremium petrol gives you extra mileage and much more. More acceleration and 


power. And practically no carbon deposits. So that you can 





enjoy a smooth and silent drive, and yet end up saving a lot. — a RE TRO 





Of course, what you do with the savings is still up to you. Indian Extra mileage. Extra savings. 


Leo Burnett B JOCMXPRF 0000/í 


this issue 


COVER STORIES 


Bullspeak 


If you have made gobs of money in the bull market, 
you can safely skip this. But chances are you, Mr Re- 
tail Investor, have been watching grass grow while 
the Sensex has played beanstalk. The Sensex has 
risen a little too quickly, but now that it is at 5000-lev- 
els, we need to find a pattern in the rally. We have 
analysed it on parameters like the fastest rising 
stocks, the most expensive ones, the effect FIIs have 
had on the markets, and their ability to move stocks 
— basically, all the questions you have always 
wanted to ask. The numbers speak for themselves. 


Great Expectations 
From Bajpai 


The markets are booming like 
never before, but doubting 
Thomases are worrying about 
this rally ending in another 
“scam. Sebi chairman G.N. Baj- 
pai is trying to ensure it doesn't. 
He may beon the right track. 
N But more needs to be done... 










Sebi chairman G.N. Bajpai: Can he keep things right? 4 


Acquiring New Wings A New Niche For 
dil. wewwes gy Indian BPO Companies 


Till now, most BPO companies in India were doing what are 
called ‘library functions’. But now equity research gives them 
an opportunity to do more than just 'call centre functions' 
Air-India is all set to acquire a new fleet. But can the govern- and move up the value chain. 

ment push through the deal before the elections? 
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Interview Clyde Fessler, 
formerly of Harley Davidson, talks 
about how he saved the company 
from bankruptcy and transformed 
the brand into an icon. 


Gecis Third-party call centre work is bringing about 
changes in GE's work culture — it is rushing to cut flab. 





ISPs so you thought you had got yourself broad- 
band? All we have in India is broader band’. 


Assembly Elections How ruling parties up ad 


spends on self-promotional campaigns just before the polls. 


"At Harley, we believed that get- 
ting close to the customer didn't 
work. Instead, we had to ride with 
the customer." Clyde Fessler 
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Why you should buy insurance. 
And how you can go about doing it. 


64 Fund Talk How mutual funds make returns. 


66 Mutual Funds Some AMCsare travelling to a new 
world of investing — in gold, futures and even other funds. 


68 Taxonomics: Vinod Gupta All you wanted to 
know about taxes related to housing properties. 


72 Money Talk Just the data you need. 
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s4! Lottery King 
Meet Santiago Martin, the undisputed 
king of the lottery business in India. 





4 Santiago Martin 


80 Bookmark is it the end of share value creation? Or, 
even more portently, the end of the world? 











COMMENT 
8 Omkar Goswami Perhaps the only 


means of ensuring double-digit growth is creat- 
ing more states. 
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34 Mahesh Murthy All the big shots of 
the ad world have gathered to discuss the future 





of advertising. But is a post mortem more apt? 
THAT’S IT 


53 Mala Bhargava A laptop is prone to 
damage. But with a little bit of care and the right 
add-ons, you can have a very powerful tool. 





IT TALK 


78 Som Mittal The Nasscom chairman 
talks about the IT backlash, Nasscom’ role in 
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Psycho-analysing the bull 


HIS week, there were two topics being discussed 
in business circles. The first was Ad Asia, the 
biggest advertising conference in Asia, which was 
being hosted in India after 20 years. The second, 
of course, was the stockmarket. I was there at 
Jaipur for the Ad Asia conference, but beneath the glitz and 
glamour was a sense of disquiet within the advertising frater- 
nity. Is advertising losing its sheen? Has the industry hit a cre- 
ative block? I think the ad professionals are beating them- 
selves too hard. Most certainly, they are as creative as they ever 
were. It is just that the world around them has changed and 
advertising has become one tool in a marketing kit that has 
become far bigger. 


Meanwhile, the bulls paused for a breather, and everyone is 
trying to figure out what will happen now. | know two kinds of 
people. Those who had the 
courage to buy stocks when the 
market was in its depths and 
those who are wringing their 
hands, wondering whether to 
get in now. This issue is designed 
for the second category of peo- 
ple — to give them a sense of 
what exactly is happening and 
why. Businessworld believes that 
itis impossible to predict the be- 
haviour of the stockmarkets — 
anyone who tells you otherwise 
is fooling you — but that it is 
possible to minimise your risks by understanding the drivers 
of market performance better. 


Making sense 


Run 


or tne 








The cover story, therefore, takes an empirical look at the cur- 
rent bull run. Is it true that it is driven mostly by the foreign in- 
stitutional investors? Have second-rung stocks been sitting 
out the rally so far and does it make sense to invest in them? 
Are there a lot of high-quality IPOs coming up, and should one 
keep the money ready to invest in them? Assistant Editor 
Shishir Prasad worked with Capital Market to find the answers 
to these and many other questions. Many of them will upset 
popular beliefs. 


To a large extent, the health of the market will depend on how 
well the Securities and Exchange Board of India (Sebi) handles 
its regulatory functions. So Assistant Editor T. Surender and 
Principal Correspondent Vikas Dhoot examine Sebi chairman 
G.N. Bajpais track record so far. That is on page 40. 
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I have 
found the 
secret of 
ensuring 
double- 
digit 
growth: 
create 
more 
states 


y omkar goswami | 


An alternative 























growth strategy 


RIVING between Delhi and 
Dehra Dun during daylight is 
hell. A 240-odd-km journey can 
take anything up to eight hours. 
Ghaziabad, Modinagar, 
Khatauli — these are names carved in Hades. 

Not so at night. If you succeed in turning a 
deaf ear to concerns for safety, dacoity, truck 
drivers and the like, you can leave Delhi around 
midnight and toodle in to Dehra Dun by 
4:30 a.m. The car remains cool, as does your 
temper. And there is nothing like a steaming 
hot glass of dhaba chai to refresh you. 

I recently did the drive at night, and made it 
to Dehra Dun in less than five hours. The truck 
drivers were, as always, very accommodating. 
Only two things slowed us down. The first are 
the nearly invisible speed-breakers and rum- 
blers, which you see only when the car is 
90 metres away, and which decorate both ends 
of every village located by the highway. The 
other are the police checkpoints, which 1 
stopped counting after the 25th. But I'm grate- 
ful to these checkpoints, for they gave me an in- 
sight as to how one can increase the wealth and 
income of this great land of ours. 

As a rule, private cars have no problems at 
these checkpoints. You slow down; an un- 
shaven cop with a large paunch and a relic of a 
rifle will flash a torchlight in your face and then 
wave you on. The more conscientious chap will 
ask: “Kahan ja rahen hain?” “Dehra Dun”. “Ac- 
cha...", and let you go. The problem starts if you 
are driving a licensed cab or, heavens forbid, a 
truck. Your cab or truck will be asked to be 
parked on the side, the papers will be meticu- 
lously examined, transactional fees will be 
asked for, and so on. It would take at least 20 
minutes before the driver can move on... until 
the next checkpoint 15 km up the highway. 
That set me thinking. 

Now that we have had three new states — 
Uttaranchal, Jharkhand and Chhattisgarh — 
why don't we do better and think of making 
every district a state? Okay, I’m kidding. Let's 








make every major district a state. The advan- 
tages can be phenomenal. 

One, each state will need a new Legislative 
Assembly building and the newly sworn-in 
ministers will surely require better housing 
than the ancient and dilapidated PWD bunga- 
lows that dot any district headquarter. That's 
going to create demand for contract labour, ce- 
ment, steel and bricks. Great stuff — but this is 
just the beginning. 

Two, each new state will have to faithfully 
replicate the bureaucracy ofthe mother state — 
from the chief secretary to the peon. That will 
create even more buildings and the much 
needed employment for the educated unem- 
ployed. Think of the spin-offs. Every vehicle in 
the state will need to have new licence plates — 
a good income opportunity for the small-scale 
sector. Every form will have to be replicated, 
which will increase the demand for paper. 
Every new state will have its state electricity 
board and an independent electricity regula- 
tory authority. The list is huge. 

Three, since these states will be bankrupt, 
they will have to issue new state bonds backed 
by state guarantees — which will increase the 
fees for my merchant banking friends. 

Four, in these days of liberalisation, every 
new chief minister will want to travel abroad 
with his full team to ‘attract foreign investment’ 
50, Air-India will have no problems in filling its 
first and business class seats. 

But that's not all. Revenues will certainly go 
up. In addition to what the district contributed 
anyway, it will earn a lot more by way of entry 
tax. This is where the police checkpoints come 
in. The borders of each new state will have en- 
try tax- posts, where every truck and cab will 
have to pay a tax. And the cops will now have a 
legal basis to recalibrate their bribes. 

Let hesitate no further. Let's truly create di- 
versity in unity. Let a hundred states bloom. 
And, by doing so, let's rapidly march on to dou- 
ble-digit growth. That's a lot of economics gen- 
erated out of police checkpoints! [s] 
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AIR-INDIA/INDIAN AIRLINES 


Why the rush? 


HE Maharaja finally gets some 
more wing power. The Air-In- 
dia (A-I) board has cleared a 28- 
aircraft fleet acquisition plan 
for the carrier, which would enable it to 
grow and add flights to various new des- 
tinations. The proposal is to buy 28 new 
planes — 10 Airbus 340s and 18 Boeing 
737-800s over a 5-year period. The total 
cost of the deal, approved last week, will 
be in the region of Rs 10,000 crore. 
Asimilar board recommendation by 
Indian Airlines to add 43 planes to its 
fleet is expected to cost Rs 10,089 crore 
with a foreign exchange component of 
over Rs 8,500 crore. The recommenda- 
tion to purchase 43 Airbus (a mix of A 
319s, A 320s and A 321s) over the next 
five years is pending before the govern- 
ment. Ministry sources say that the pro- 
posal had got stuck as the government 


China calls 


WEETHEART Cup, a $1-bil- 

lion disposable utensils 

firm, recently hired E5 Sys- 
tems, a US-based IT offshore out- 
sourcing vendor, to develop a sys- 
tem to track processes at its 14 
factories. After evaluating India and 
China, E5 is now doing it in Shen- 
zhen. Sweetheart saves 40% by 
sourcing in China. E5, which has 
done $15 billion in outsourcing de- 
livery, is betting on China's low-cost 
talent to match Indian IT skills. 
BearingPoint, another US firm, 
chose Shanghai for its software de- 
velopment centre. It pays $500 a 
month to engineers in Shanghai 
against $700 in India. E5 is also 
managing Bain Capital's IT work in 
China. To clear doubts about 
China's capability among investors, 
E5 busts '10 misconceptions about 
China' on its site (efivesystems. 
com). Time Indian IT woke up. E 

SHELLEY SINGH 


was keen to do both sets of purchases si- 
multaneously since it can negotiate bet- 
ter with the two carriers. Also, the Indian 
Airlines deal was leaving Boeing out in 
the cold whereas A-I will buy both Boe- 
ing and Airbus, keeping all parties in- 
volved happy. Now, the carriers want the 
government to react swiftly and, if pos- 
sible, bypass the general circuitous 
route involved in taking such decisions. 
In the normal course, 

the airlines proposal 
would have been 

examined by the 

civil aviation min- 
istry and sent on to 
the Planning Commission 
where the pre-Project In- 
vestment Board (PIB) would examine it 
in detail. Then, the proposal would be 
studied by the PIB, which would also en- 


<“ 








ter into negotiations with the manufac- 
turers. After the PIB clearance, the pro- 
posal would be put forward to the Cabi- 
net Committee on Economic Affairs 
(CCEA ), where it would be examined by 
various ministries including finance. 
"By the time the deal is through, it could 
take up to a year or more,” points out an 
aviation industry official. 

The management of both carriers is 
keen that a special group of ministers or 
some kind of committee be set up, 
which is empowered to take a quick de- 


| cision, thereby bypassing this long- 


winded procedure. 
Now the big question is whether the 


| government can manage to push the 








INDIA VS CHINA 


The dragon scores 


BIG pastime among India's 
economic pundits is obsess- 
ing about how much China 
is ahead of India. They grow 
faster. They get more FDI . Per capita 
GDP is so much higher... And so on. 
The more optimistic point out that 
China has a 10-year headstart on re- 
forms. It began liberalising in 1979. In- 
dia in 1991. So what really should be 
compared is Chinas performance in 


RACING AHEAD 


1807 Gao China (1979-1988, 0=1979) 


170} OmO India (1991-2000), 0— 1991) 





Figures are compounded annual growth rate in post-reform period 


Data are based on purchasing power parity estimates 





Source: Penn World Tables 
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| the 10 years after reforms with India's 


performance after a decade of reforms. 


| Compare Chinas economic growth 
| from 1979 to 1988 with India's growth 
. from 1991 to 2000. Then cross your fin- 


gers and hope that India’s growth ap- 


| pears more respectable. 


No such luck. China's growth in per 


| capita GDP has still been far better. 
| Over the first decade of the reform pe- 
| riod, Chinas per capita GDP in pur- 


chasing power parity terms 
(see ‘Racing Ahead’) rose by 
71% while for India it was 
48%. That's a compounded 
average growth rate of 6.14% 
for China compared witha 
CAGR of 4.52% for India. 

As economies grow 
rapidly, the most important 
changes are shifts in the 
share of agriculture, indus- 
try and services. In every 
sector, including agriculture, 
China has grown faster than 


deal through before the elections, with- | 
out attracting the ire of the Election 
Commission. Normally, it is in the inter- 
est of incumbent governments to go | 
ahead with deals of this kind when they 
still have a chance (meaning prior to the | 
elections) and please stakeholders. 

The need to acquire new planes has 
become even more urgent for the two 
Carriers since prime minister Atal Be- 
hari Vajpayee announced intentions of 
entering into an open-sky policy with | 
the South East Asian countries. While 
this may seem a lesser reason to some, it | 
is now imperative for the survival of | 
both the carriers that planes are bought | 
— and bought right away. x 

ANJULI BHARGAVA | 

















India. In China, after reforms, the share 
of government expenditure and con- 
sumption fell while total investment in 
the economy rose by about 396 (in real 
purchasing parity terms). In India, in 
contrast, investment rose by roughly 
the same amount, while consumption 
fell sharply. Government expenditure 
as a share of GDP rose by an amount al- 
most equal to the fall in consumption. 

Many reforms in China were basic. 
The government loosened restrictions 
on rural-urban migration and encour- 
aged village industries. Alwyn Young, an 
economist at the University of Chicago, | 
says: "Along with rising participation 
rates, educational attainment, and cap- 
ital investment, the transfer of labour 
out of agriculture... has played an im- 
portant role in the growth of economies 
like Korea. It plays an equally significant 
rolein fuelling the growth ofthe Peo- 
ples Republic. Despite the popular em- 
phasis on industry and exports, a 
deeper understanding of the success of 
the world's most rapidly growing 
economies may lie in that most funda- 
mental of development topics: agricul- 
ture, land and the peasant." 

AVINASH CELESTINE 








VIEWPOINT : TONY JOSEPH 
Advertising's 
mid-life crisis 


N these days of spreading cheer, if you wanted 
to meet a group of people with a sense of fore- 
boding, you had to be in Jaipur, attending Ad 
Asia 2003. If you closed your eyes and ignored all 
the glitz and glamour — caparisoned elephants, 
royalty, beauty queens — what you could hear was the voice of self-doubt. 
Was advertising losing its position as the primary marketing tool? Was creativ- 
ity going down the drain? Were consumers increasingly turning a deaf ear to 
commercials? Two speakers went so far as ask “who screwed advertising"! 

Globally, advertising has been on a downward curve for a while (ad spend 
down by 9%; employment down by 15%) but I don't think this soul-searching is 
about money. It's about relevance, prestige, ego. What the advertising com- 
munity fears most is not losing a few rupees, but losing its formidable reputa- 
tion as the hidden persuaders, the master craftsmen of consumer opinion. If 
you lose that, you lose the future, you lose everything. 

I know the feeling. In the 1980s and the 1990s, when television was mak- 
ing serious inroads into the Indian market, those of us in the print media used 
to feel the same way. A new medium was taking away readers' time and atten- 
tion and print was no longer the kind of 
dominant information provider that it was. 

It had to learn to share that space with 
television and co-exist. The challenge now 
is to co-evolve, not merely co-exist. 

In some ways, advertising is going 
through a similar transition. From being 
the only channel of communication be- 
tween companies and consumers, it is be- 
coming just another touchpoint in the in- 
creasingly complex interactions between E 
them. As Businessworld argued in a 
cover story last year (‘Why is Marketing 
Not Working’, 4 November, 2002), the 
connected consumers of today have far more sources of information about 
the products and services they want to buy, and advertising is only one among 
them. Companies today are figuring out a hundred different ways of touching 
their consumers, and advertising, again, is only one of them. 

The ad industry, therefore, has two choices before it. One, it can acquire (or 
learn how to access) a whole lot of new skills — everything from creating new 
consumer experiences to in-store displays — so that it can remain as valuable 
an aide to the marketer as it used to be in days past. This is tough to pull off, 
and there are many who have tried and failed to create “one-stop shops” of- 
fering “360-degree” brand support, but who knows! The second option is less 
ambitious and more practical. The industry will have to come to terms with the 
fact that it is no longer “the” master craftsman of consumer opinion, but is one 
among many on the job. Therefore, it will be paid as all other service-providers 
are paid — at the rate the market will bear. This too will require changes — in 
mindset, in the way agencies work, and in the way they interact with their cus- 
tomers. It will be interesting to see which path the industry takes! k. 


Tony Joseph can be reached at: tony@bworldmail.com 











Amitabh Bachchan inaugurating 
Ad Asia 2003 at Jaipur 
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ARPIT SHARMA 


Gaining a 
foothold 


VEN as Prime Minister Atal 
Bihari Vajpayee and 


Russian President Vladimir 
Putin were dining together in 
Moscow, engineers of India's 
Military Engineering services 
(MES) were building a runway at 
an airbase at Ayni, north-west of 
the Tajikistan capital of Dushanbe. 

Strategically located near 
Afghanistan, Pakistan and China, 
the place will be India's first 
military base outside the country. 
And it will offer a foothold in a 
region — the CIS — that has so 
far been out of the Indian ambit. 
The runway will handle fighter and 
heavy transport aircraft. 

There are two facets to this 
airbase. One, this is an integral 
part of India's oil security plan. 
ONGC Videsh (OVL) has already 
tied up with the Kazakhstan 
government for oil exploration. 
That fits in with the strategy to 
ensure uninterrupted oil supplies 
to the country. (See ‘Oil Hunt’, 
BW, 14 July 2003). Says a 
petroleum industry analyst: "No 
one can predict the energy scene 
a decade later. Since the region is 
afloat in oil and gas it makes 
sense to be here right now." Also, 
as a defence analyst points out: 
"It is a region eyed by the Ameri- 
cans and the Chinese.” But for 
once, we have got in first. ka 


Ayni Air base 
< _ Kyrgystan 





Strategic 
base for 
Titel Fe! 





PIPELINE POLICY 


Private players 
cry foul 


HE contentious 
draft gas pip- 
eline policy of 
the petroleum 
ministry is being attacked 
by private petroleum 
companies as lopsided. 
For starters, the policy 
talks of all trunk pipelines 
for transporting gas to be 
built and managed by the 
state-owned Gas Author- 
ity of India (Gail). Second, 
any producer of gas can 
sell it only within 100 kilo- 
metres from the land-fall 
point to consumers by its own pipelines. 
Third, the regulator for the sector will 





Gail's Prashanto Banerjee: lots in the pipeline 


| erated by 150 companies. Of this, 60 


look after all issues. But, till such timeas | 
| In China, Shell along with Petro China is 


a regulator is appointed under the Pe- 
troleum Regulatory Board Bill, 2002, 
which is yet to be cleared by Parliament, 


the government will be the regulator. | 


Also, there is no clarity on the status of 
the existing gas pipelines. 
So what is the advantage in a single 


state-owned company controlling all | 


the gas pipelines? As far as the ministry 
is concerned, that means keeping the 
private gas companies on a tight leash. 
Says an oil industry official: "Globally, 
pipelines arelaid by the government ini- 
tially. But later, legislation allows the 
private sector into the business." 
Companies like Shell have ques- 
tioned the policy in its reply to the gov- 
ernment on the draft policy. Says Marc 
den Hartog, director, Shell Gas & Power: 
"We need multiple pipeline operators. 
There is no advantage in limiting 
pipeline ownership to any class of oper- 
ator, whether public or private." It 
points out that an open regulatory sys- 
tem is the best way of ensuring the de- 


pipelines are within the boundaries of a 
state while the balance are inter-state. 


laying the 4,000-kilometre pipeline 


| from west China to Shanghai. 





Private operators fear that Gail will 
have an undue advantage even though 
it does not produce gas. For instance, 
Gail will decide which companys gas is 
to be transported, and when. Gail is al- 
ready a stakeholder in Petronet, which 
is setting up an LNG re-gasification 
plant at Dahej in Gujarat. Shell has a 
similar facility coming up at Hazira, also 
in Gujarat. So if Gail decides to transport 
the Dahej gas and delay taking the 
Hazira gas, it immediately affects the 


| consumers of Hazira gas who have 
| signed- up long-term supply contracts. 


Apart from the landed cost of gas 
there are other costs like transportation, 
terminal costs and margins. A monopo- 
listic supplier can wreak havoc on the 


| prices of supplied gas. 


velopment of the gas grid.No purpose is | 
served by restricting pipelinestoasingle | 


company or operator. 
In the US, for example, there are 
206,000 kilometres of gas pipelines, op- 
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The key is to separate transportation 
and sales activities. Work is on to un- 
bundle Gail. Then, Gail will largely be a 
transportation company. Today, Gail 
owns almost the entire 4,500-kilometre 
gas pipeline network in India. However, 
it does not have its own access to gas 


| supply. Now, it buys gas from Oil and 
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Natural Gas Corporation (ONGC) and 
transports it on the HBJ pipeline. 
Meanwhile, Reliance has struck gas in 


V _ the Krishna Godavari Basin last year. 


Then, Gail can pick up Reliance's 
KG basin gas and move it to consumers, 
say, in western India. Once there is a 


' new findin the region, it will have to en- 


sure that the extra gas is carried on the 


~ same pipeline under the common-car- 


_ Tier principle. 


Globally, in growing markets, gas 


» pipelines operate on a "contract car- 


riage" basis. Here, capacity is con- 


sS / tracted with third parties before the 
^. pipeline is laid. So, the consumer gets 


ea 


his gas without delay. 
The other issue is of cross-subsidis- 
ing the pipelines. Then profits from 





Mukesh Ambani: how to market the 
huge KG basin gas reserves 


trunk pipelines will serve the interests 
of marginal customers. 
Gail's argument is that there will be 


—7 duplicate networks that will be a drain 


NE, 


on the economy. But as an industry offi- 
cial says: "No private company will in- 


, vestinapipelinethat runs parallel to an 


existing pipeline, unless there is a huge 


—7; unmet demand." Most importantly, the 
V regulator will look into such issues. 


So does Gail need to invest Rs 20,000 


—, crorefora 7,890-km grid? Not really. All 


—— 


itneedsisto build spurslinkingthe net- 


' works of the private companies. It can 


then seek charges from private opera- 


./ torsas BSNL did from the Telecom Reg- 
..., ulatory Authority of India. 


= 
ANUP JAYARAM 
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INFOSYS 


Will the lady quit? 


ing Infosys? Last week, Ban- 

galore was abuzz with the 
rumour that the chief of Infosys 
HR had put in her papers. Sev- 
eral Infoscions told BW that 
there was talk in the company of 
Ravichandar leaving. The ru- 
mour had reached the other big 
IT companies in Bangalore as 
well. The HR-head of a large 
Bangalore-based IT company 
confirmed that he had also 
heard rumours to that effect, 
but didn’t know whether it was true. 


I S Hema Ravichandar leav- 


Nilekani to find out if the rumours were 
true. His reply: No. 
So how did the rumour start? Ac- 


the company have been speculating 
about Ravichandar quitting ever since 
the head of the Infosys offshore devel- 


opment centre in Orissa joined the HR | 


department at a senior level. Infosys 


sent out an internal mail announcing | 


his appointment and said that the com- 











Hema Ravichandar: where is she headed? 


| pany was doing so keeping in mind a 
BW contacted CEO Nandan | 


long-term succession plan. 
Another version had it that she 
would probably stay on at Infosys, but in 


| adifferent capacity. And that Ravichan- 
cording to one version, people within | 


dar has been asked by the Infosys man- 
agement to stay on till the restructuring 
is over. Infosys has been restructuring it- 
self along verticals and independent 
business units from a horizontal struc- 
ture. The company has seen other high- 
profile exits in the recent months, osten- 


| siblyonaccountofthisrestructuring. Bi 











TELECOM 


Subex goes to China 





HE top management of the 
I Rs 80-crore Bangalore-based 

telecom software company, 
Subex Systems, has tied up with 
Beijing-based Boco Inter-Telecom to 
hawk its fraud management solution, 
Ranger, to Chinese telecom 
companies. That's the first step in 
Subex's strategy to enter the second 
biggest telecom market in the world 
with revenues of $50 billion and a 
fraud management software market 
in the region of $400 million. Says 
Subash Menon, chairman and CEO, 
Subex Systems: “We will be in a 
position to market our software to 
the huge Chinese market with the 
help of our Chinese partner.” 
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A Chinese partner is absolutely 
necessary to make a dent in the 
market that has the world’s biggest 
mobile service providers China 
Mobile and China Unicom. 

For Subex, the advantage is that 
China’s frauds ratio is much higher 
than the world average. Roughly, 
10% of revenues are lost due to 
frauds against a world average of 6- 
7%. The bigger loss is in interconnect 
fraud, which is estimated at 25-30% 
against the world average of 10%. 
The problem, of course, will be IPR- 
related issues in the longer term. At 
present, Subex offers its solutions to 
69 networks in 16 countries. w 

ANUP JAYARAM 


JAYANTA SAHA 
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| LIC's BIMA PLUS... o 


(Capital Market Linked Insurance Plan) 





BIMA PLUS is a unique policy under which your life is insured and you also get access to the capital 
market with minimum risk. 


Insurance Bhi.... Investment Bhi... 
Features: 


BIMA + Option to encash 50% of units after 3 years. 
| + On maturity bid value of the fund with maturity bonus at 596 of sum assured. 
+ Tax benefit u/s 88 & 10 (10) 'D' 
+ Option to top up the investment in multiple of Rs.5,000/- additionally upto maximum S.A. of Rs. 10,00,000/- 





On death, the bonus at 596 of sum assured along with S.A. and bid value of funds units. 


BIMAPLUS-NAVASAT 11/11/03 


SALE - OFFER RE - PURCHASE 
PRICE PRICE 


Secured 17.1711 16.3125 
Balanced 17.0253 16.1740 
Risk 20.3514 19.3338 








| For more details, contact your nearest LIC branch or agent 


e Life Jusurauce Corporation of Judia 
fret a are dt, Poza & are of 


Puma ape 
All Investments are subject to Market risks Insurance is the subject matter of solicitation 
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There are times when the 
joy of doing business is childlike 
in its purity. When sales 
soar, when profits rise, when 
satisfied customers call. ` 
We try to stretch these 
moments with complicated 
systems and complex research. ` : 
But in fact, it is for just those u 
few moments, that we devote 


our lifetimes to the game. 


All the moments, captured 


forever, every week. 





AST week Swiss drug multina- 





first firm to get exclusive mar- 


keting rights (EMR) for a drug | 


in India. An EMR — a precursor to prod- 
' uct patents on drugs expected from 1 


tional Novartis AG became the | 


January 2005 — will make Novartis the | 


* / sole marketer of imatinib mesylate, 
_ branded Glivec, in India. It treats a rare | 


form of cancer, chronic myeloid leuke- 


c ' mia (CML). Till now, Indian patent laws | 





SANJIT KUNDU 


allowed domestic firms to make and sell | 


Glivec and other drugs by a different 
process. But now copies will be illegal. 
However, it's still too early for Novar- 


tis to uncork the bubbly. How will it get | 
Cipla, Ranbaxy, Sun Pharma, Natco | 


Pharma and Camlin, which have gener- 


ics of the same product in the Indian | 


market, to withdraw their brands? The 
government has said it will not write to 
these companies. "It is still unchartered 


CLINICAL TRIALS 


Entering a new phase 


T 


OP officials at a dozen-odd clinical research organisa- 
tions (CROs) are rubbing their hands in glee. The In- 
dian government has finally allowed Phase-I clinical 
trials (first studies on humans after animal trials) on mole- 
cules discovered abroad. Till now, Phase-| studies could 
only be conducted on molecules discovered in the country. 
"You can count on your left hand the number of new mole- 
cules to have undergone Phase-l studies in India," says 


and, to a limited extent, with 
Phase-ll and lll trials.” 

The idea of allowing Phase- 
| trials is to bring R&D closer 
home. Still, the proposal 
comes with a catch. Says a se- 
nior government official: 
"Since even Phase-I trials are 


territory. We have to examine the legali- 
ties," says Ranjit Shahani, vice-chair- 
man and managing director of Novartis 
India. But Purvish Parikh, medical on- 
cologist at Mumbai's Tata Memorial 
Hospital, expects this to go to court. 
Already Hyderabad-based Natco 
Pharma has indicated that it will chal- 
lenge the EMR. Natco's Veenat drug 
launched this January will be hit hard by 
the EMR. Amar Lulla, joint managing di- 
rector of Cipla, another affected firm, 
says: “We have to examine the basis on 
which this EMR has been granted.” 
Glivec is expensive — a month's sup- 
ply costs over Rs 1 lakh. Generics are 
available at 10% of that price. Novartis 
says 90% of the patients on Glivec here 
are given the drug free. With 600 pa- 
tients on this programme, that leaves 
very few patients paying for the drug. 
What then is the upside of the EMR 
for Novartis? In India, there are about 
15,000 CML patients. But the number is 
growing by 5,000 every year. The drug 
has also been approved for gastro-in- 
testinal tumours. The bourses are 
happy. On 12 November Novartis shares 
moved up 3% to Rs 347.75, with a high of 
Rs 369. Clearly, this could prove to be the 
test of India’s ability to protect intellec- 
tual property. Ez 





GAURI KAMATH 


Satish Bhatia, president, Wellquest, a Mumbai-based CRO. 

A number of CROs are gearing up to conduct these tri- 
als, setting up facilities and training their clinical staff to ad- 
here to good clinical practices (GCP) and good laboratory 
practices (GLP). Neeman Medical International's president 
and CEO Vijai Kumar says: “It is good news for the industry 
if clinical trials in Phase-l are allowed. It will help develop re- 
search and pharmacological excellence." 

Despite the preparations, right now very few CROs are 
ready to conduct the critical studies. Agrees Bhatia: "Indian 
CROs have enough experience with bioequivalence studies 


| 
x 
| 
| 
x 


conducted at different dosage 
levels, the second part of the 
study, or subsequent phase of 
the dosage level, can be done in India. The first use in hu- 
mans in India will not be allowed.” But if the trials are split 
like this, chances are that they may not take off at all. 
MNCs may be loath to come to India for Phase-I trials since 
these are small and relatively inexpensive studies. And the 
R&D centre of a pharma firm would like to keep the Phase-l 
study close to itself as it is still proof of concept. E 
GINA S. KRISHNAN 
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Is it the single-stop journey? Is it the 
it the high- 
frequency flights? An international flying 





sumptuous Indian cuisine? I 


experience that comes from our rich 





Taiwanese origins? Decidedly, there are 
many reasons why one would choose to fly 
with us. Fly with us non- stop to Taipei and 


onward to Vancouver, San Francisco, Los 






Angeles and Japan and find your reason. 
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Did we mention we have the finest wine 


cellar in the sky? Ah well, that too. lossom every day. 





, New Delhi - 110 001. Tel: 23327131, Fax: 23324078, e-mail: deltoci@ ascentair.com or contact your travel ap 
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HINGS haven't quite been 
the same since 22 October 
at General Electrics (GE) 
sprawling captive business 
| process outsourcing (BPO) 
HQi in Gurgaon. Shortly after a closed 
door meeting with GE Capital Interna- 
tional Services (Gecis) chief Pramod 
Bhasin, senior managers have gone into 
an overdrive to cut flab and costs. 
-Bhasin, who is determined to make the 
-company’s proposed third-party BPO 
-entry work, has set 19 November as the 
-deadline for a 20-25% reduction in costs 
across the board. Commenting on the 
move, a GE spokesperson guardedly 
-says: “GE constantly looks at ways to im- 
prove performance and enhance effi- 
-ciencies and productivity. We also look 
for the brightest talent, while striving to 
ffer more stimulating and rewarding 
‘career options to our people." 

. The urgency to cut costs or 'stream- 


























2p eme 770° 
"9 employees in 199 


line’ operations, as the Gecis top 


brass terms it, is fuelled by a 


couple of recent develop- 
ments. The company is 
yet to articulate a 
clear strategy on 
how it proposes 


party BPO 
foray for- 
ward, but in- 
ternally it 
has decided 
to go with 
the hybrid 
model for 
now. This 
means that 
Gecis existing 
resources will be 
used as a common 
pool for both its captive 
and third party projects for 
now. A separate firm is likely to 
materialise only after it has been able 
to net a few major external clients, For 
now, its third party operations are being 
overseen by Anju Talwar, senior vice- 
president (global process manage- 
ment). She reports directly to Bhasin. 
According to senior officials, win- 
ning external contracts has been an up- 
hill task for Gecis so far. In fact, the com- 
panys first few attempts at pitching its 
Indian offshore advantage to customers 
abroad met with failure. About a month 


ago, Gecis bid for a lucrative BPO con- ` 


tract from General Motors and lost out 
due to its high cost structure. Last fort- 
night, it was in negotiations with Steel- 
case, the $1-billion US-based furniture 
major. The services that Gecis hopes to 
offer to Steelcase include vendor financ- 
ing, new order processing, customer 
services and purchase order processing. 

Apart from the competition from lo- 
cal third-party BPO firms, Gecis also will _ 
face a bigger threat from overseas play- 
ers like Electronic Data Systems (EDS) 
and Accenture, who have recently got 
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GE CAPITAL IN INTERNATIONAL SER RVICES 


to take its third | 


————Ó— ywsawa-on IY Mi Annan Mn ef anna Aana anna 





The company decides it is time for drastic measures 


their operations off the ground in India. 


_ While Gecis does have operational èx- 


pertise, it is limited to in-house func- 
tions. Business development skills, un- 
like its formidable rivals are next to nil. 
To address this shortcoming, the com- 
pany has been contacting former em- 
ployees who had defected to Indian 
third-party firms. 

With costs clearly the biggest thorn 
in its armour, Gecis has little choice but 
to fix the problem at home first. As a 
consequence of the meeting on 22 Oc- 
tober, managers have a clear mandate 
— cut flab and bring down costs. To be- - 
gin with, managers have been asked to 
address the issue of bureaucracy within 
their divisions. Promotions atthe senior 
and middle management levels have 
been frozen till June 2004. Senior man- 
agerial positions in 'support' functions, 


| such as quality and training are likely to 


see higher cut backs than others. 
While large-scale layoffs at the 
shopfloor level are not anticipated at 


| thisstage, managers have been asked to 


justify their process headcounts by 19 
November. This will hit process agents, 
who currently constitute 95% of the 
workforce. Sources say that accelerated 
corrective action letters have been is- 
sued to non-performers. But, unlike in 
the past when such letters implied rede- 
ployment to another process, individu- 


_ als have been told to either move to 


smaller centres, sucha as. Indore, or leave. e 


Over the last two years, the parent — — 
has pulled back several projects, which - s 
nent of people diffi- — 


has made redeploy ym 
cult. As of now, the auto financial ser- 
vices business, which employs about 
500 people, is being moved back to the 





US. For Bhasin, the third-party business 


is more than just an imperative for 


| growth. It is, perhaps, the only way to 


| 
| 


justify a 16,000-strong workforce in the 
| face of shrinking captive projects and 
the first step towards that goal i is to o be- 
come cost-efficient. B 


SNIGDHA SENGUPTA & SHELLEY SINGH — : 
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IRST the good news: over the 
past few months over 50,000 
home users and about 5,000 
corporates have signed up 
' — foran Internet service that's 
iot only zippier, but always on. No 
messy dial-ups and frequent hang-ups. 
Just call the broadband Internet service 
provider (ISP) and surf at anything be- 
tween 128 kbps and 256 kbps. 
— Now the bad news: what is sold in 
India as broadband is not actually what 
the rest of the world knows as broad- 
and. Globally, anything under 1 mbps 
(1,000 kbps) is not broadband. Also, at 
S 1,000 per month for unlimited 
access, people are not really hanging up 
dial-up connections for broadband. 
* ISPs do offer more than 256 kbps, but 
` Say there are no applications to merit 
higher speeds. Says Anupam Singh, 
. Vice-president (engineering) Globe- 
spanVirata, a broadband solutions 
provider: "There is no real definition for 
broadband, but the accepted norm is it 

 hasto be in mega bits per second. What 
..you get now can, at best, be called 
broader band!” 
The problem is four-fold: technolo- 
gy shared or dedicated connection, 
quality of last-mile and the internation- 
al bandwidth that the vendor has paid 
for. Vendors offer broadband via wire- 
less, ethernet, digital subscriber line 
(DSL) or through cable operators. Sify, 
Bharti Broadband, Net4India and Dish- 
- net DSL lead the pack of private players 
"offering broadband connectivity. 

A But problems arise as vendors do 
: not give guaranteed connection. With 

corporates, the ISPs sign service level 
agreements, ensuring the quality of ser- 
"vice. For individuals, says Jasjit 
Sawhney, CEO, Net4India, “there are no 
` guarantees but standard terms of use". 
Says Shrikhant Joshi, president (access 






























media), Sify: “We have had no requests. 


for guarantees. We give 128 kbps or 256 
-kbps as desired and it is monitored to 
_ ensure quality." Since the experience is 








better than dial-up, which at best | 


offered 20 kbps, users aren't really com- 

plaining now. Complaints could pile up 

with bandwidth hungry applications. 
Vendors also do a balancing act 


between corporate and individual 


users. Corporate use being low at night, 
home users can get a good connection 
then. It's users like small office home 
office who get a raw deal. 
The third issue of last mile has been 
sorted out with companies laying their 
— —.. Own cable, But 
Í + this has not 





Total Net subscribers (million) 


TI -— 


' Corporate users (million) 
Dial up (%) — 


Leased [| line/ISDN share( 76) 


the desired output. The problems, say 
ISPs, could also be at the server end. 
The servers’ input/output system, 
processor, hard drive and connection to 


the Internet, all affect the speed at. 


which they send data. | 
Finally, the international bandwidth 
that the vendor has paid for is critical. 
The costs are Rs 39 lakh per year for a 
dedicated line and Rs 14 lakh per year 
for shared bandwidth. Quality of expe- 
rience will be better on the former. On 
an average, the ISP.charges home users 
Rs 1,000 a month for unlimited access. 


For service providers, opting for a dedi- 
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helped in getting : 


RCNH 


— INTERNET CONNECTIVITY — 


Broadband in the true sense Is not yet here - 





cated line is prohibitive. 


Things will change, says Ashok 


Juneja, CEO, Bharti Broadband 
Networks, “when the cost of broadband 
connection falls to about Rs 400 a 
month”. Internationally, you get broad- 
band at $15 a month for unlimited 
access. When rates in India fall to this 
level (translates to Rs 400 on purchasing 
power parity), the market will boom. 


Having burnt their fingers earlier by 
pricing services at less than cost for ` 


dial-up connections, ISPs are today 
more careful. The Internet Service 
Providers Association of India (ISPAD 





estimates that the 500 ISPs who took 
licences during the boom years of 1999- 


ANTHONY LAWRENCE 





2001 had accumulated losses of over Rs - 


2,000 crore in the dial-up boom, while 


the targeted user base of 23 million by 
2007 is nowhere in sight. ISPAI does not 


see a revival of the ISPs as telecom firms. 


with their own bandwidth will domi- 
nate the scene. Broadband offtake has 


applications. The redeeming feature: 
its always on and a wee faster than dial 
up. Still, wait for real broadband to be 
delivered. | ! 

| SHELLEY SINGH 


been slow, due to high costs and few ` 


-` Existed 5 million years ago. 


inct a few centuries ago. 
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GOVERNMENT EXPENDITURE 


Loosening its 
purse-strings 


HAT does $10 billion 
mean? In economic 
terms, a little less than 
10% of the country's 
quarterly gross domestic product 
(GDP). The first quarter GDP (the value 


. of all goods and services produced) at 


current prices for this year is $127 bil- 


^7 lion. On a different plane, India's recent 


shopping tab is close to $10 billion. 


° That's Rs 45,290 crore and excludes 
—, small change like the $110 million 










Buyer and 
Items bought 


Air-India & IA 
T1 aircraft 


Defence (HAL) 
66 Sea Hawk 
aircraft 


Defence 
Aircraft carrier 
Gorshkov & 
MiG-29 fighters 


Defence 


3 Phalcon 
radar system 


Defence (HAL) 


Facility to bulid 
Sukhoi 30-MKI 


; (Rs500 crore) that India needs to senda 


man to moon. This tab is also nearly 


N three times the governments disinvest- 
—, ment target of $2.91 billion (Rs 13,200 


crore) in the current fiscal. 
Spending finally seems to come eas- 


` ily The Air-India board last week gave 
— the go-ahead for a $2.21-billion deal for 


28 aircraft — 10 long-range Airbus 
A340s and 18 short-haul Boeing 737-800 


' jets. Similarly, Indian Airlines' purchase 


plan for 43 aircraft carries a bill of nearly 


\/ $2.21 billion. 


The long-standing $1.5 billion-deal 
for the Russian aircraft carrier Admiral 


«7 Gorshkov is also finally happening. The 


carrier is free; the tab is for modernising 


iV . thecarrier and for supply of 20 MiG-29K 
—, fighters in whatis the biggest contract of 


the decade for the Russian MiGs. 


Amount 
$ billion 


A couple of months back, the gov- 
ernment in a $1.7 billion-deal selected 
the British Aerospace (BAe)-made 
Hawk as the new Advanced Jet Trainer 
for the Air Force. BAe will supply 66 air- 
craft, support equipment and spares. 
Most of the aircraft will be manufac- 
tured in India jointly by BAe and Hin- 
dustan Aeronautics (HAL). 

HAL will also invest $717 million 
over the next three years to build the 
multi-role supersonic Sukhoi 30-MKI 
fighter. It will upgrade its 
Nashik plant and add a 
facility at Khoraput in 
Orissa to manufacture 
the Sukhoi's engine and 
overhaul the aircraft. The 
first of the locally-built 
fighters should be in the 
air by the first quarter 
of 2004. 

To ensure that these 
aircraft stay in the air, In- 
dia is also getting three 
air-borne Phalcon radar 
systems for warning and 
surveillance from Israel. 
The $1.3-billion deal in- 
cludes Barak anti-missile 
defence systems, unmanned aerial ve- 
hicles and weapon upgrades. India also 
wants to buy anti-ballistic Arrow mis- 
siles, but this has yet to be cleared by the 
US, which funded its R&D. The Phalcon 
deal hit an air pocket last month when 
Israel Aircraft Industries demanded a 
high down payment, but the purchase 
does not seem to be in danger. 

The government is also in a mood to 
clear its dues. A few days back, finance 
minister Jaswant Singh cleared prepay- 
ment of $2.6 billion worth of debt from 
the World Bank and the ADB ($1.3 bil- 
lion each). These loans have a remain- 
ing life of nearly 10 years and will result 
in substantial interest savings. 

A sign of confidence? Well, why not? 
Theeconomyisrobustrightnow. Wi 

ASHISH AGGARWAL 
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OBEROI GROUP 


A healthy 
interest 


O, is the Oberoi group di- 

versifying into healthcare? 

If one goes by the website 
of Health Solutions, a Malaysia- 
based healthcare consultancy, 
then it is. The website claims it un- 
dertook a detailed feasibility study 
for the group to start a luxury hos- 
pital in Delhi. (http://www.hs- 
group.com.my/ experiences.html). 
"Our Australian subsidiary con- 
ducted a study for Oberoi Hotels a 
couple of years ago," confirms Fok 
Poon Keong, director Health Solu- 
tions. The study tried to determine 
the appropriate mix of services 
and support functions. Together 
with relevant financial projections 
it assessed the commercial poten- 
tial of the proposed facility. The 
Oberoi group denies commission- 
ing any such study. It also denies 
any interest in healthcare. That's 
for the moment. E 

GINA S. KRISHNAN 


DATA ACCESS 


Lanka ahoy! 


NDIAN telecom 
! firms are going 
global. Interna- 
tional long-distance 
(ILD) operator, Data 
Access has become 
the first private tele- 
com firm to start op- 
erations in Sri Lanka. 





Data Access Lanka, a joint venture 


between Pacific Net Invest B.V. 
and a subsidiary of Ceylinco Con- 
solidated, has already set up its 


- Switches in Colombo. It will offer 


ILD services as well as pre-paid 
calling cards, bandwidth services 
and IPLC services for enterprises 
and call centres. E 
ANUP JAYARAM 
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Vote in the Wheels Viewers’ Choice Awards and win a trip’ to the 


Malaysian Grand Prix! BI BIC 
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ASSEMBLY ELECTIONS 


- Why should I declare? 


They may resent the EC fiat but parties are falling in line 


OLITICAL parties are kicking 
and screaming but with the 
Supreme Court and the Elec- 
tion Commission (EC) hell- 
bent on cleaning up the elec- 


N / tion system, they have been left with 


— 


_ little option but to expose their candi- 


dates to public scrutiny. 

Starting with the five state assembly 
elections — Mizoram, Delhi,Madhya 
Pradesh, Rajasthan and Chattisgarh — 


—, coming up on 20 November and 1 De- 


cember, the EC has ordered all nomi- 
nees to file affidavits declaring their 
personal assets and criminal records. 
The latter includes cases in court for 
which they may not have been con- 
victed yet but for which they stand 


» charge-sheeted. 


The most high-profile can- 


./ didate who has been hit by this 


r~- 


V . procedural tangles by insist- 


-———-y 


(77773 


to 


; demolition case. 


' grumble that the EC directive 
. only increases the paperwork 


“ forms for a party 
\ / nomination. 


. accused in the 


directive is the Bharatiya 
Janata Party's (BJP) chief min- 
isterial choice in Madhya 
Pradesh, Uma Bharati. She will 
have to file an affidavit declar- 
ing her as an accused in the 
6 December1992 Babri Masjid 


Political leaders privately 


and makes the nomination 
process more tedious. The 
Congress, which was the least 
resistant to the change, beat 


ing that all prospective candi- 
dates file the required affi- 
davits along with 
their application 


Nominees 


Uma Bharati, 


6 December 
1992 Babri Masjid 
demolition case 


of other parties, including the BJP, set 
the process in motion only after their 
names were finalised and found them- 
selves racing against time to collect the 
necessary documents. 

However, it's not the additional pa- 
perwork that's really upsetting political 
leaders. A senior BJP leader who did not 
wish to be identified admitted that most 
politicians are uncomfortable with the 
idea of opening their private affairs to 
the public. 

"Why should I declare how much 
property I own or how much jewellery 
my wife has or what I file in my income 
tax returns? I can understand if I am 
made to do this after I've been elected. 
But why should anyone look into my 
private life before that?" he asks. 

























Another leader shares his concern 
that the directive would affect only hon- 
est politicians. "Those who own crores 
of property and shares benami wont de- 
clare anything and show themselves as 
simple, impoverished people in public 
service, whereas those who are honest 
enough to declare all their wealth will 
come across as rich capitalists. Unfortu- 
nately, in India, Gandhian simplicity is 
still the yardstick of a politicians virtue," 
he said. 

The real test of the efficacy of the EC 
directive will, however, come in next 
year's parliamentary polls when parties 
like Mulayam Singh Yadav's Samajwadi 
Party, Mayawati's Bahujan Samajwadi 
Party and Laloo Yadav's Rashtriya Janata 
Dal will be in the fray. These parties have: 
for long been accused of en- 
couraging the criminalisation 
of politics by giving tickets to 
people with history sheets and 
a long list of criminal cases 
against them. 

When the Supreme Court 
first passed its order (on the 
basis of which the EC issued its 
directive), these parties, along 
with the BJB had vociferously 
opposed it at an all-party 
meeting. They have no option 
now but to conform to the EC 
demand. 

The only silver lining for 
themis thata nomination can- 
not be rejected by the EC sim- 
ply because the candidate has 
a criminal background. The 
EC did try to take on that 
power but it was firmly re- 
jected by the political parties. 

As a leader from one of 
these parties brazenly says: 
"How does it matter to our vote 
base whether a person like 
(POTA-accused) Raja Bhaiyya 
has cases against him? We get 
votes on caste lines." B 

ARATI R. JERATH 
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What de you do when your products are getting obsolete hy the 
second? How do you come te terms with me-too products, 
escalating price wars, shortened time-to-market, complex global 
operations and elaborate channel partners. 


it's not over yet, There's another big one that's rearing its head 
with a vengeance. Which is: How do you retain customers in 
these quirky times? Especially when they are being wooed with 
a plethora of options? Every head honcho warth his salt would 
admit that we are indeed living in times when it is important to 
develop a meaningful customer relationship than in delivering a 


^. good product, Because a good quality product is de rigueur. 









The big question 


So what do you do? Understand customer needs. How 
deceptively simple! No wonder that every high tech company 
is trying hard to strike a meaningful relationship. But it 
is still meandering in the trial and error stage. Perhaps 
it’s got to do with the way companies are structured. Most 
reach out to customers through a diverse network of 


partners, and seldom present a single face of the company. 


In many cases, there is no ready exchange of critical 
information because there is no single point access to 
channel partners. It remains scattered. Typically, useful 
information is generated only periodically in historical 
reports, while predictive data and real-time information 


are not readily available. The result? Lost opportunities 


c and worse, disgruntled customers. 


So it comes as no big surprise that high-tech companies 


need a comprehensive, fully integrated customer relationship 


management solution. 


CRM to the rescue 
Which is where mySAP™ Customer Relationship Man 
(mySAP™ CRM) steps in. mySAP CRM addresses specific 





needs of high-tech companies. Using this solution, your 


company can control costs, increase profits, effectively manage ` 





complex sales channel interdependencies, reseller networks, 3 
product lines, and business models. It also enables you to ` 
collaborate with partners, gain new analytical insi Ç 





seamless integration with mySAP" Business Intelligence. xÇ 
(mySAP" BD, keep track of key customer data wherever I 
you go, using any web-enabled device. Thus protecting and 
increasing the value of your brand through stronger awareness. 
Thereby being one up on customer loyalty and cost control, 


mySAP CRM is delivered through mySAP™ Enterprise Portal, 
allowing everyone in your company to access, collaborate 
on, and analyse information and content that you make 
available. Employees, customers, partners, and reseller 
networks can use the portal as an everyday information | 


source — as well as for collaboration and analysis for specific 





transactions. The solution supports RosettaNet standards, 
which form a common e-business language, aligning processes 


between supply chain partners on a global basis. 


For complete details on how mySAP CRM for hi-tech can 
help your company become more competitive and customer- 
centric, e-mail info.india@sap.com or call our toll-free 


number 1600 445959. 





THE BEST-RUN BUSINESSES RUN SAP 


` look at newspapers pre-6 October, 
„~ When the EC code came in force, and it’ 








/ the government ` 
7 shoot up just ` 
v before the polls 


OME elections 
and  newspa- 
pers have a rea- 
son to celebrate. 
They don't have 

. to search too hard for advertis- 
ers as political parties are only 





X77 too eager to fill the columns. But 


under the model code of con- 


` / duct, the Election Commission — 
c, (EC) bars parties from any kind of 
«^ self-promotional advertisements in 


^; newspapers and magazines for a cer- 
" tain period before the polls. Take 


.' Clearthatruling parties of states going to 

«ey the polls have already been hogging 
^  primeprintspace for some time. 

» A comparative study of newspaper 
.. advertisements issued by the Delhi gov- 

\/ ernment between June and September 

ey 2003 is quite telling. In September 
v alone, the Delhi government shelled out 


.* Rs 1.01 crore on advertisements of 
~ which Rs 55 lakh was spent on self-pro- 


motional ads. That is marginally less 
. than the Rs 58.7 lakh it spent on all 


^ v newspaper ads in June 2003. 


7 The study tracks five major newspa- 
|. pers for ads issued by all departments 







and agencies of the Delhi government | 


€ under four categories — A, B, C and D. 


Categories A and C are largely self-pro- | 
7 motional. Ads in Category A highlight : 


^ accomplishments and milestones ofthe 


_/ government in various areas while cate- 
—, gory C covers advertisements on events, 
launches, seminars, campaigns and | 


^ programmes initiated by the govern- 


' ment Band D categories are essential | 
/ advertisements. Category B relates to | 
x ES guidelines and caution notices issued | 
~ \ by the Delhi Police, Delhi Jal Board and 


| 
| 
| 
I 
x 
I 
| 
x 
| 


i 


ASSEMBLY ELECTIONS 





ising i 
of advert% nditure (R9) 
Sept 03 


% change 
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the Directorate of Health Services. Cate- 
gory D informs people about changes in 
existing laws, rules, regulations, tariff 
structures, and any other such policy in- 
formation. 

In September, the Delhi government 
issued 26 Category A ads, more than five 
times the number released in June 2003, 
and covering 163% more newspaper 
space. It spent Rs 12.3 lakh, a 68% in- 
crease over the Rs 7.3 lakh spent in June 
2003. In Category C, it issued 97 ads in 
September 2003 against only 36 in June. 
These ads used 318% more newspaper 
space in September and the govern- 
ment spent Rs 43.7 lakh, a 267% in- 
crease over the Rs 11.23 lakh spent on 
such ads in June. 

With more money being spent on 
self-promotional advertisements, Cate- 
gory B and D ads dropped. While Cate- 


| gory B dropped from 137 in June to 120 


in September, Category D ads declined 
from 78 in June to 48 in September. The 


government procured about 45% less | 


newspaper space for these ads, reduc- 
ing its expenditure by roughly the same 
proportion. It spent only Rs 11 lakh on 
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this category in September against 
Rs 20 lakh in June. 

And as D-day drew near, there was a 
huge upsurge in ads carrying ministers' 
photographs or the Bhagidari logo, 
closely associated with the ruling Con- 
gress party. In September, there were 
148 such ads against 71 in June. Obvi- 
ously, the idea was to familiarise more 
and more voters with the party. 

The findings of this study raise an 
important question on the legitimacy of 
using taxpayers money for publicity 
and propaganda exercises that directly 
benefit only the ruling party. 

The Reebok ad with a glitzy picture 
ofits newly-launched tennis shoe or the 
Pizza Hut meal-combo ad have a pur- 
pose — they keep consumers informed. 
But how does a half-page ad in memory 
of Rajiv Gandhi in a leading newspaper 
serve the interests of the public? Or a 
full-page ad issued by the education de- 
partment declaring that Delhi's pass 
percentage has gone up? Agreed, it is a 
matter of great pride, but taxpayers 
would appreciate more if the same 
money was spent on repairing pot- 
holed roads in their colonies. E 

MAYANK SINGHAL & KUMAR GAURAV 
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Look for this trustmark of pure cotton 
on your favourite brands. For cotton 
like you've never seen or felt before. 
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E itur. Blessed with unmatched natural diversity, vim and vigor, 


= Pichavaram is a paradise, which holds many attractions that will 
be soul, cheering. Situated about 240 km south of Chennai and 16 
km from the temple town, Chidambaram in Tamil Nadu, 
Pichavaram is a home to world's unique and gorgeous natural 
bounty-The mangrove ecosystem. The mangrove forest spread over 
11,000 hectares of backwaters is the main tourist attraction here. 


Whispers of Nature 


The backwaters, which are interconnected by the Vellar and 
Coleroon system, offers abundant scope for unlimited enjoyment, 
treat to your eyes and soul while even if you engage yourself in 
busy activities like water sports- parasailing, rowing, canoeing. 
Pichavaram is one of the superb scenic spots in the world that 
offers plenty of resources. In this backwater paradise, one can 
navigate to content in the 4,000 backwater canals that are 
interconnected by the Vellar and Kolli dam system. 
The striking highlight of this adorable 
ecosystem is that it comprises of 1,700 
verdant islands interspersing a vast 
expanse of water and the area 
[about 2,800 acres], is 
separated from the Bay of 4 
Bengal by an elegant sand £ 
bar which is a rare 
occurrence. The eco system Ñ ^J 
here is said to attract many | 
species of migrating birds 
and one will certainly not fail 
to notice this .To an 
ornithologist the sight of these 
numerous birds here like "Wf 
watershipes, cormorants, egrets, stocks, 
herons, spoonbills and pelicans holds great 
interest. The Pichavaram mangroves are considered to 


_ be the healthiest mangrove occurrence in the world and are of ` 
| complex will cure all diseases. 


immense interest to the botanists as well owing to the seldom 


availability of flora Viz. Avicennia and Rhizophora marks a special | 
© attraction. | 





— The Institute for Ocean Management [IOM], Anna University, 


- Chennai says that Pichavarm costal region is one of the vital zones ` 
in the country where terrigenous materials are introduced to the ` 




















| || ecosystem ! to the Bay of Bengal that includes transportz 


nutrient rich water from the Pichavaram mangrove to the Bay of. 
Bengal. The ecosystem there compliments harvest of fish, prawns 
and mangrove vegetation. It is evident that this unpolluted 
mangrove ecosystem in general serves as an effective nutrient 
traps in the coastal zone aiding coastal productivity. 

The Pichavaram forest not only offers waterscape and 
backwater cruises but combines another very rare occurrence - the 
mangrove forest trees here are permanently rooted in a few feet 
of water. This sanctuary comprises 3000 acres of mangrove forests 
criss-crossed by backwaters. There is every little tinge of the great 
outdoors - the terrain, the climate, the flora and fauna. This helps 
the TamilNadu Tourism Department design trips that will take you 
into the heart of the South Indian jungles, and give you a soul 
purifying experience. The Tamil Nadu Tourism department offers 
boating facilities, accommodation and restaurant facilities. 

The Natraj temple at the heart of Chidambaram, near 
Pichavaram is one of the ancient temples of Tamil Nadu. The roof 
of the sanctum sanctorum is covered with gold plates. The 
presiding deity of the temple is represented by air, 
one of the five elements of the universe 
and is known as Akasa Lingam. This is 
the temple of the Cosmic Dancer, 
where the presiding deity is 
called Nataraj. The Natyanjali 
dance festival at 
Chidambaram brings 

together all the prominent 
dancers of India Natyanjali 
starts on the auspicious 
occasion of the Maha 
Shivaratri day at the Natraj 
temple. Just around 24 km 
I» from Chidambaram is the 
Vaai temple, this Shiva 
temple is dedicated to 
Vaidyanatheswarar, the healer of all diseases, 
and his consort Thaiyalnayaki. It is believed that a bath 

in the holy waters of the Siddhamirtham tank within the temple 






yp 


HOW TO REACH Pichavaram 

Air: Airport -Trichy | | 

Rail: Railway Station - Chidambaram 

Road: Bus Station - Chidambaram. : 
For Details Contact: www.tamilnadutourism.org 
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Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 
mahesh@passionfund.com 


Lord 
Lever 
claimed 
50% of 
adver- 
tising 
spends 
are 
wasted. 
Wrong. 
At least 
99% is 





amnesia 


ID you read the newspaper this 
morning? Or watch TV last 
night? Have you come to this 
page in the magazine after flip- 
ping through the rest? Quick, so 
tell me, what advertisements have you remem- 
bered seeing in any of these places? 

I'd be really surprised if anybody even re- 
called noticing more than one or two. At least 
Rs 50 crore was spent by marketers in India yes- 
terday alone to try and talk to you. You were ex- 
posed to not one, not two, but at least a thou- 
sand commercial messages in the last 24 hours. 
And you ignored them all. 

The sad, secret fact of advertising is that a 
very large amount of it is a complete waste of 
money. The target audience never notices it. 
And, if it notices anything, it doesn't care two 
bits. The even sadder fact is that people in the 
business already know this. The space-sellers 
do. The advertising agency heads do. The target 
audience certainly does. Many clients already 
feel this way, but are conned into believing that 
they need to spendlots of money on marketing. 
Why, even students at B-schools are taught that 
theonly way to launch and support a product is 
to spend on media. 

The captains of the advertising industry are 


gathering in Jaipur to discuss the future of ad- | 


vertising. Would a post mortem be more apt? 
So what's wrong with this business? How 

should you decide whether you need to adver- 

tise — and how? Here are a few thoughts. 

lll Google, Starbucks, Ferrari, Amazon, Yahoo!: 

these are some ofthe leading global brands that 

have been created in the last 10 years. None of 


them have ever really spent on advertising. So if | 


people say you need to advertise to succeed, 
they're mistaken. 

ll How did you get to know these brands? 
Through word-of-mouth. What creates that 


word-of-mouth? A product offering that sur- | 


prises and delights customers, and turns them 
into unpaid testimonials. Do you have that? If 


not, I'd rather you spend money and thought | 














; Advertisement 


on creating a product that inspires word-of- 
mouth. You'll spend far less and earn more 
than all those advertising suit-bootwallahs. 

ll As an obvious corollary, the less differenti- 
ated your product, the more you'll have to 
spend to market it. If I make brown sugared 
soda water, and you make brown sugared soda 
water, I have to pay Sachin crores, and you have 
to pay Sehwag crores to get the junta to drink it. 
If I made it green, or added Viagra to it, or put 
something in that burns fat, I’d spend far less. 
BM Marketing acumen comes from spending 
less and earning more, not the other way 
around. I have no idea why big-budget mar- 
keters are celebrated and revered. To me, your 
advertising spend is proportional to your mar- 
keting incompetence. 

E The entire system of compensation in adver- 
tising rewards incompetent agencies. Even the 
word agency comes from ‘agent’ — as these 
folks were dealers for newspaper space. They 
work for media who pay them 15% — not for 
you whos trying to sell stuff. Agencies earn 
more by getting you to spend more. Beware. 

@ if you do have a me-too product and you do 
have to advertise, there's no reason to pay agen- 
cies 1596 — negotiate with media or hire an in- 
dependent buyer — and pay them for their 
time and not a percentage of your spend. 

lll Get used to paying for creative — it came free 
to you all this time. Again, there's no reason to 
buy your creative from the same people who 


| buythespace. Do shootout matches to pick the 


best people for each task. Reward them for in- 
creasing your revenues, not your expenses. 
lil Now to the most important part: remember 
how nobody notices any advertisements? Be as 
innovative as you can to catch attention. The 
traditional way is to buy a bigger space and 
spend more. The smarter way is to use more in- 
novative media and, in that, use messaging that 
stands out and doesnt blend in. 

Theres more to it and a short column 
doesn't do justice. Worry not, there'll be a sec- 
ond advertisement in my campaign! = 
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1. What show have the 50 best 
performing stocks put up? 










Retum (96) | 


x Stocks that sho 





Company 
2 Phansal Engg. Poymer 
be 


mind in this market 
Sterlite Industries (India) _ 
3. Mercator Lines — Bae 
CESS ooo 
|S. Jyoti Structures — 
6. Daewoo Motors india 
7. Hindustan Zinc — 

8. Pantaloon Retail (India) 

9, Welspun Gujarat Stahl Rohen | 


of May is a whopping 
347.9395, the next 
100 have delivered 
returns of 170.3196; 
the following 200 
94.82%; and the re- 
maining 150 43.31%. 
Before you think 
there are few future 
Infosys-es there, 
halt! The current bull run has blessed all sorts of stocks on its 
way to the 5000-mark. The top honours go to Bhansali Engi- 
neering Polymers, a Rs 67-crore company. The company does 
not seem to have a great financial performance. It had mar- 
gins of 9% in the year ending March 2003. But that has not 
prevented the stock from rising 2,036%! Daewoo Motors is 
another company that was down and out but has risen 54896 
— but that could be because of speculations that the Tatas 
were buying it (following reports that the Tatas were buying 
Daewoos HCV plant in Korea). The two genuine candidates 
in the Top 10 list are Sterlite, which is pursuing an aggressive 
globalisation strategy, and Pantaloon, where Kishore Biyani's 
bets on innovative retail formats seems to have cheered the 
markets. However, those are only some of the familiar names 
in the list that is otherwise populated with the likes of Balkr- 
ishna Brothers, Man Industries and Ester Industries. 





Median retums for: Return (96) 
50 best performers. | 
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Playing 10 
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EMOCRATIC — | 
that's the word | 
‘that comes to | 


run-up. Take the 500 | 
performing | 
stocks. The median | 
rise in the first 50 | 
since the beginning | 
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2. How much of the rally has 
been driven by Fils? 


dting for a new op 









200 135.8 $ E 1 0 
May 03 y Nov 03 
: -400 " 15 
Net position (purchases-sales) 
A = Fil activity as a percentage of market turnover + -20 
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OREIGN institutional investors (FIIs) have driven the rally 
— that has been one of the most unequivocal statements 
. aboutthis current rally. And people fear that the rally will 
trip the day FIIs pull out. So how true is that? Only partly. 
Though in absolute numbers, FII investments have been phe- 
nomenally large this year, their share in market turnover is ac- 
tually down to 11% from a high of 24%. And even that 24%, 
while indicating a high level of participation, is still not high 
enough to justify the hype and hoopla about Fls alone driving 
the market. There are obviously a lot of large Indian investors 
who are equally, if not more active. 

The Flis have adopted short-term trading strategies and 
bought on most market dips. In August, they probably realised 
that the Sensex was in a new take-off zone. And so they en- 
tered the market in late August even at 4000-levels. And right 
now, they have decreased their exposure and seem to be wait- 
ing, no doubt, for the next level of support from where they 
can join the ride again. In fact, alot of market participants be- 
lieve that FH ownership in India is about 10-1296 of the overall 
market. If you look at countries like Taiwan and Korea, it is 
about 40%. In countries like Malaysia and China, it is 20% of 
the market capitalisation. So, compared to those, India is still 
under-owned as far as FIIs go. 





3. Which industry sectors have 


moved up and by how much? 





Junior outshines 
index 2 May 03 10 Nov.O3 
CNX Nifty Junior — "EST p 
BSE PSU — 
CNX Midcap 200. oe 
BSE Capital — — I gu 
E mi " = | s 
S&PCNX500 —— 
E zm ee 
S&P CNX Defty | 
Dollex 30 uM i 
E = m i 
BSE Healthcare ú 


% change 


BSE Consumer - o 
BSE FMCG 


O you know all about the markets. Answer this then: 

which sector index has shown the best performance 

since 1 May, which is when the market took off? It is not 
the BSE 500 or the CNX 500. It is not the IT index. This honour 
goes to CNX Nifty Junior, which has risen a phenomenal 
95.7096, and the BSE PSU index, which has risen 92.6996 (con- 
sidered dogs in the past). In fact, ina list of 16 indices that track 
various sectors of the Indian market, the Sensex itself is 13th, 
despite rising 69%. Which sectors have performed worse than 
the Sensex? IT, FMCG and consumer goods (considered gods 
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not too long ago). This just goes to show that the market is 
much like life — nothing lasts forever. 
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4. How has the Sensex fared in - 
relation to world markets? | 
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HE Sensex and other world markets are not even in the 
same stadium in a manner of speaking. considering that 
the Sensex has moved up from 2966 to 5000. That's a rise 
of 68.49% in the period beginning 2 May 2003. The Nifty did 
better — clocking 7096 growth. This performance is astound- 
ing given that the Hong Kongs Hang Seng index rose just 38%, 
the Seoul Composite index has risen 33.3396 and the Nikkei 
has risen 32.85% in the same time period. 
A large part of this can be attributed to the (re)discovery of 
India. We suddenly seem to have the right GDP growth rate, 
the right infrastructure for becoming a potential outsourcing 


| hub for information technology services, auto components 
_ and pharmaceuticals. And, of course, no major government 
| goot-ups have cropped up yet. 







eren isdem pad hada id ida am PH MeSH FOE eA Aq eR LEME a a vend 


5. What initial public offers can 
we expect in the near future? | 


—Ó— n emman ana aa niinn iana m Tiia 


| ° pipeline | 


issue price 
Rs) 





Company dey cigs | 
Chakkilam Infotech — 
Indowind Energy — 
3. Indraprastha Gas m 
| Ken Software Technologies 
| MSKP Projects ( india) | 

. Pochiraju | Industries 

. Subhtex (I (india) mE 
ms Medicare. — —À 
à l Surya Pharmaceuticals m 


x 46. TV Today Network 
| ** Refers to book-building 








POs promise retail investors an easy, and an arguably 
cheaper but riskier way of enteringthe markets. It is also the 
most important way to grow the country’s investor popula- 
tion by roping in new investors. However, in the next three 
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months, very little high-quality action is expected in the IPO 
market. Of the 13 companies that have filed their prospectus 
| with the Securities and Exchange Board of India (Sebi), only 
B | twoare easily recognisable: Indraprastha Gas and TV Today. 
— Thefirstoneis promoted by Gail (India) and Bharat Petroleum 
Corporation, and is a leading player in the compressed nat- 
< ural gas and piped natural gas business. The second one is TV 
Today, the television company that owns Aaj Tak. The com- 
pany is promoted by Living Media India, which owns, among 
other things, the India Today brand and Thomson Press. Be- 
yond this, the IPO list has essentially small issue sizes — noth- 
ing to really write home about. So be really cautious — verify, 
verify — before using the IPO route to enter the market now. 


















6. Just how much money have 
the Fils made? 





How FII holdings fared 


Company Fil holding (95) 
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LARGE amount of television time and newsprint has 
been spent on how FIIs have pushed the rally ahead. That 
may be so, but how have the stocks in which they hold the 
largest positions done? In other words, have they been able to 
stay ahead ofthe market? Not exactly. The median holding size 
of Fils in 50 stocks where they have the biggest exposure is 
17.7476 and the median stock returns for these 50 stocks is 
- 78.41%, If you take read this in conjunction with how the 500 
B best performing stocks have risen, then the FIIs’ performance 
| isin the last 150 of the class. Some stocks that have shown 
more than 200% appreciation — Geodesic, Uniphos, and 
Hexaware — have FII holdings of 17% or less. This means that 
other operators have probably done a whole lot better than 
FIs in taking the rally to a new level. 






7. Have good corporate results 
been adequately rewarded? 





# HE rally has been attributed to good Q1 and Q2 corporate 
results shown by companies. But has the market re- 
warded the performance of companies whose net profit 
margin has grown the best among the lot? By and large, it has. 
Good companies (with strong management teams) that have 
appreciated by more than 100% include mid-cap pharma 
companies like Matrix and Divi's Labs. Others include Kotak 
Mahindra Bank, Satyam Computer Services, Torrent Pharma 





Do the rewards match up? | 
Net profit Price (Rs) Price (Rs) Percentage | 
margin (%) 10 NovO3 2 May 03 rise | 
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and Hughes Software. The worrisome part is that the 20 com- 
panies that have shown the best corporate performance in the 
first half and whose price has appreciated the maximum — 
150-550% — do not show any exceptional corporate results 
and are pretty much in line with the median net profit margins 
of 22% that the 100 best performers show. Watch out. 





8. Are company valuations 
stretched? 
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@ 8 OWexpensive are the stocks which have risen the most in 
ES. this rally till now when compared with the broad market? 
8 8 A lookat the 50 best performing stocks shows an interest- 
ing trend, while most of these stocks have appreciated by as 
much as 450% and some even by 1,117% and 2,036%, only the 
11 best performing enjoy a P-E (price-to-earnings ratio) that is 
more than that of the Sensex, which is around 17. So they may 
still not be fully valued. Of course, exclude the bottom 10 com- 
panies in the first 50 list — they made losses last year and still 
appreciated considerably. 
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According to some investors, the recent rally, which has 
been very sharp, is basically a catch-up with reality. Over the 
past two to three years, the markets have done nothing, inter- 
est rates have halved over the past three years, companies 
have grown earnings 2096 per annum. So investors say that 
basically valuations are catching up with what the current po- 
sition is or warrants. 

Take, for instance, the Sensex itself. In the 1992 bull run, 
the Sensex P-E was 70! Also, the underlying value in the Sensex 
| of 4500 today is a P-E of 14 and the interest rate is 5% 
while i in 1992, the P-E was 70 and the interest rate was 25%. 
(The com b osition ofthe Sensex has changed after the last two 
rallies. The methodology of calculating the Sensex has also 
changed last month. It now uses the free float methodology as 
against total outstanding shares earlier.) 









< 7 Z 9. ‘What have mutual funds been 





ing to mutual fund managers, the reason is that in 1994, 25% of 
the country’s savings come into the equity markets directly or 
indirectly. In 2002, it was less than 2%. Investors feel that when 
the interest rates bottom out, a switch will take place. As long 
as interest rates are going down, people do not look at the ac- 
cruals they are getting in the bond funds or in the bonds, but 
they look at the capital gains instead. And once the capital 
gains stop, then bonds as a class will become less attractive. 
And that is where fund managers expect a shift towards equity. 
With the rally showing no signs of coming to an end, pri- 
vate sector mutual funds can only hope to gain. 





10. Are the broad markets 
valued realistically? 











up to all this time? 
a | 
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IFE for mutual fund managers has been much more in- 
|: teresting in this rally as compared with the last one. The 
last time around in 2000-2001, the net inflows were ex- 
tremely predictable and had moved in a very narrow range. By 
and large, mutual funds had then been net buyers. This time 
this does not seem to be the case and the mutual funds have 
seen volatile range for inflows. 
One of the possible reasons could be that unlike the last 
time when the market tanked and a lot of mutual funds got 
trampled underfoot, this time they have been very quick in 





changing strategies. One sees the mutual funds go from large | 


selling positions to large buying positions in a matter of days. 
And as the rally has progressed, even the quantum of inflows 
or outflows have started increasing quite dramatically. The 
cash position ofthe mutual funds also demonstrates that. The 
industry today has close to Rs 4,705 crore in cash and cash 
equivalents. The interesting thing is that in this rally, now a 
large amount of inflows have started moving into private sec- 
tor mutual funds. Some put this increase to even 10 times the 
last years subscription amounts. 

This could also be the start of something deeper. Accord- 
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SHE broad market indices’ valuations give us an idea 
B whether the top category of stocks are realistically valued. 
B A good way to check this out would be to look at the P-E ra- 
tios of the Sensex as a whole. On 2 May 2003, the Sensex P-E 
was at 12.91, and by 10 November 2003, the same had risen to 
17.Is that too much of a rise? At the present index of 5000, our 
valuations are at 11-12% of what they were at the peak in 1992. 





tive and tenable. 

However, is the rational exuberance in the Top 30 stocks 
getting stretched as one goes down the list of the Top 200 
stocks? If the P-Es of the BSE 100 and BSE 200 are going out of 
sync with the Sensex, then there could be a cause of worry. But 
the good news is that the rational valuations of the Sensex are 
matched very well by the BSE 100 and the BSE 200. The BSE 
100 P-E has moved from 11.21 to just 13.86 while the BSE 200 
P-E has moved from 10 to 13.25 in the period between 2 May 
and 10 November 2003. This indicates quite clearly that 
though the stocks in these indices have moved up 50-7095, the 
underlying fundamentals and value in these stocks is still to be 
reflected in the price. 

This is a reminder to investors to not just buy a stock be- 
cause its price is low. If the price is low, but the P-E ratio is sub- 
stantially higher than the broader market indices, you need to 
tread with extreme care or, as company insiders tell vou, a 
sharp spike in earnings is on the way that would tone down 
the P-E ratio. B 
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Indeed, valuations at least in the Top 30stocksstilllookattrac- ^| 











| Bank Thistime,itwillbea keynote address. ‘... The interplay of 


ECURITIES and Exchange Board of India (Sebi) | transparency standards are in place, and settlement systems 
chairman G.N. Bajpai is an excited man these have minimum risk," says Bajpai. The market system and de- 
days... and a very busy one too. Last weekend, after | sign is completely different today from what they were when 
spending a day in the finance ministry in Delhi, he | the last scandal happened. What exactly has changed? We 
went home to Kanpur fora day and thenhewason | have moved to a T+2 settlement system — only six relatively 
his way to Paris to address a global conference on | smaller markets in the world have this system. This has re- 
corporate governance organised by the World | duced transaction costs and uncertainty about payments or 
deliveries into investor's accounts. Every transaction is guar- 





; — freer market forces begets better and brisker economic | anteed for settlement on the trading platforms. Straight- 
B progress. Nations with market friendly policies like disci- | through processing for transactions has been partially imple- 
E plined fiscal and monetary policy and well developed finan- | mented since December 2002, while most other markets still 


d D cial markets experience higher long-term growth perfor- 


ES which usher in market friendly policies and register improved 


_ have delivery-against-payment systems. Also, now we have a 
mance. Evidence is also available to substantiate that reforms | dynamic value-at-risk margining system. This allows real time 
online monitoring of positions and margins and automati- 


ES growth performance in medium term...’ _ cally disables brokers’ terminals when they touch 100%. "We 


| gous scandals. Even though this 


Ee mainson top of peoples minds. How 


E  anotherscam? 


a He may as well have been hinting at evidence of the same are the only market in the world to have such a system,” 
@ back home. The Indian market has been galloping — the BSE | beams Bajpai. 
EB Sensex has zoomed 2000 points in six months — the fastest Derivatives have taken off, too, with volumes reaching 
B tise ever. Our economy is doing well and Indian . new highs with every passing month. Even 
_ firms are going global. The last year has seen Y on the day of Infosys’ results in May, there 
more new FIIs coming into the Indian market Y was not a blip on the futures trade. The 
than ever before and their net in- i market definitely seems a safer place to 
vestments in 2003 are 33% W bein than before. And that is good news 


of their net investments in ne Report se \ | for the scam-scarred investor. 
| MM C uaa Q0 ave". 1 























the market since 1991! In manysenses, the Indian market 
Considering the bullish sete is now fully automated. An electronic 
| sentiment all around now, — ‘Tasks P" data filing system enabling corpo- 
| one would think that thesky | — WW em rates to file disclosures and orders 
@ isthe limit. But the lasttwo — 7^, va gros, ant passed by Sebi or the Securities Ap- 
times such euphoria prevailed — : | i 2 pellate Tribunal (SAT) is being put 
in the Indian markets, there — online. Another feature on the 
were severe lapses and over- — : 2 I Sebi site enables companies 
sights on the market regulators | ^7 planning any sort of restructur- 
; part and there were two humon- ing of ownership to present the 
facts of the case to Sebi and get 
its opinion on whether the 
proposed moves would vio- 
late any securities laws. The 
eo e en SM J) Tatas and the Birlas have re- 
do we know that this wont end upin — |... ve es um candy used dis feature in 
N^ | T7 ii their restructuring exercises. 
-- Standards for IPO and continuing disclosures 
as well as our accounting standards are on a par with interna- 











rally has been driven by com- 
pelling fundamentals across all 
sectors, the inevitable question re- 


uu 
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= At a time like this, Sebi chairman 
| Bajpai, who rose up the ranks from a 


| public relations manager in Life Insur- " - | tional ones. “Our corporate governance ratings, unlike other 
| ance Corporation of India to the position of chairman ofthe | markets, take into account value creation as well," asserts Baj- 
B insurance giant, is in the hottest seat in the Indian markets. | pai. While he’s telling us this, fora few seconds every minute or 


| Sebi, inits 14 years of existence, has failed to live up to its char- 


so, his eyes keep wavering from us. We wonder ifhis shifty eyes 


| ter. Politically-appointed bureaucratic chairmen have lacked | suggest a lack of conviction in what he is saying, only to realise 


| markets are more important today than before. With the gen- 


= been flying to international market summits, he's been busy 
8 changing the way Sebi and the Indian market works. 


market understanding and the will to enforce its mandate. But | that he keeps turning to watch the action on a 21" colour tele- 


vision placed in a corner to his right. The channel that he's 


E eralelections around the corner, the government wants to be watching is CNBC. 
S extracareful about sentiment. A market scandal can rock the | Surveillance systems have, however, evolved beyond 
(boat worse than two Jayalalithaas on board. | watching market movements live on CNBC. There is a weekly 


meeting where the surveillance directors of the Bombay Stock 
Exchange, the National Stock Exchange, the National Securi- 
ties Depository and Sebi review the week's market movements 
and recommend action if needed. On the basis of this team's 
advice, 550 scrips in the B1 category were moved to B2 for sus- 
picious movements. After that, volumes in those stocks fell 


So, on a hot October afternoon in Mumbai, we walk into 
P. Bajpaisoffice at Nariman Point, armed with a set of questions 
| to quell the general fears. It turns out that when he has not 


"My job is to see that the infrastructure is optimal, that 
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Mutual funds’ poster boy 
becomes Sebi’s whipping boy 


Ee BA 





INDIA'S most envied fund manager, Alliance Capital's 
Samir Arora, has been the first high-profile victim of 
Bajpai's stern whip that has been lashing marketmen 
in the last one year. In early August, Sebi banned him 
from trading in the Indian market. The charges against 
him and why Arora’s lawyers say they are baseless: 
E Charge No. 1: Violating the Unfair Trade Practices 
Act Arora tied up with Henderson Global Investors to bid 
for Alliance, thus giving rise to a conflict of interest. Sebi 
says his actions led to redemptions of Rs 1,300 crore in 
two months, making Alliance cheaper to acquire. 
Why it is baseless: Ina management buyout, a financier 
helps management buy the firm. This order implies that 
management buyouts in India are illegal. Also, during 
the concerned period, assets fell for all mutual funds. 
E Charge No. 2: Violating insider trading regulations: 
Sebi says Arora had inside information on the share- 
swap ratio of Digital Globalsoft and Hewlett-Packard In- 
dia Software Operations. On that basis, Alliance sold all 
its shares in Digital before the ratio was declared. 
Why it is baseless: The merger ratio was known only to 
Bansi Mehta, the accountant for the DG-HPISO deal. The 
ratio was in a sealed envelope that was opened for the 
first time on 13 May. Alliance sold Digital shares during 
8-12 May. If Alliance knew the ratio, it could only be 
through Mehta. Why hasn't he been charged? Sebi says 
the sealing of the ratio is not enough as an auditor could 
have computed it. If so, where's the insider trading? 
E Charge No. 3: Violating the Takeover Code: Sebi says 
Arora failed to combine Alliance's FII holdings and MF 
holdings while making disclosures about five firms. 
Why it is baseless: Computing consolidated FII and MF 
holding is done by the compliance office. Compliance 
officers report directly to the trustee and not to the fund 
manager. But the order is only against Arora. 
Current Status: Arora’s appeal against the order is 
pending before the Securities Appellate Tribunal. 

Source: sebi.gov.in 








SANJIT KUNDU 


50%. Five hundred brokers were covered in the exercise. 

While these measures are being put in place to prevent any 
price manipulation of dubious stocks during a bull run, Bajpai 
has changed the way Sebi works internally as well. People 
have been moved around and homogeneous activities have 
been consolidated. His teams recently undertook inspections 
of four large brokers. Brokers have been kept on a tight leash 
with an unprecedented scale of actions against them. In 2002- 
03, 135 brokers and 58 sub-brokers were inspected, 122 had 
their registrations cancelled and 24 were suspended. In 2002- 
03, Sebi filed 229 prosecutions against 848 persons and passed 
561 orders — record numbers in Sebi's history. However, the 
SAT lambasted Sebi in its recent judgement in the case against 
Nirmal Bang, saying: "It is not the number of orders that is rel- 
evant. It is the stuff ofthe order that matters." 

Decisions on pending cases are being expedited and pre- 
emptive strikes at market participants to ensure smooth func- 
tioning are being conducted without hesitation. For instance, 
Sebi acted with alacrity in the Samir Arora case (See 'Mutual 
funds’ poster boy becomes Sebi's whipping boy’) and had 
even initiated an investigation into a finance ministry official's 
role in the bank stocks' rally. In a year, Bajpai plans to put in 
place an integrated surveillance system that would give 
unique IDs to investors and brokers. No trades would go 
through without that ID and it will be possible for the regula- 
tor to check whos behind the movement of any stock. 

Indeed, Sebi's stern actions have meant that marketmen 
are cowering like school kids. And Bajpai, the headmaster, 
seems to have figured out how to keep the class in order. But if 
itis such a safe place now, why isn't the retail investor coming 
back to the market in its most robust rally till date? When his 
tenure began, Bajpai had said that investor protection was his 
primary responsibility. He even got the prime minister to kick 
offa high-profile nationwide investor education campaign. 

He hasn't been able to fire up the sleepy primary market. 
The only reason a market exists is to generate capital. Even as 
the Indian industry is expanding rapidly and the economy is 
growing, there are no big IPOs. Bajpai dismisses this by saying 
that companies dont find the equity route attractive. In other 
words, investors are still not confident about investing in eq- 
uity issues. Sebi's overregulation of the IPO market has meant 
that more and more issuers go for the almost unregulated pri- 
vate placements. Of the Rs 327,566 crore raised from the mar- 
ket from FY98 to FY02, 84% was through this route. Bajpai has 
now framed some rules there to push the primary market in a 
roundabout way. 

But a new hurdle that has now come up is the Central List- 
ing Authority (CLA). "The CLA recommends whether to list or 
not to list a company. If it recommends no listing, then appeal 
lies with Sebi, and Sebi can direct the CLA to recommend list- 
ing. Even after that, the stock exchange can use its own discre- 
tion on whether to list a company. If it refuses, the appeal lies 
with SAT. So the CLA is in place, but its completely unwork- 
able," points out a lawyer. Of course, right now, they want to 
clear documents in a hurry. They were desperate to get the 
Maruti IPO going, for instance, and pushed the CLA through. 

Truth is, despite making the right noises, Sebi has not been 
able to instil confidence in the public. "Investor education is 
okay, but unless you can prevent crooks from siphoning off 
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money, nothing would work," says Virendra Jain, Midas Touch 
Investors' Association. Sebi has been able to do little about 
‘vanishing companies’. Though there are 604 companies listed 
on the BSE whose addresses are now unknown, Sebi has only 
classified 229 as ‘vanishing’ and debarred 400 of their directors 
from the capital market. “This is like catching a thief and tel- 
ling him not to steal for five years,” says a securities lawyer. 
The auditors, bankers and even the stock exchanges that 
failed in their duty to prevent such companies from commit- 
ting daylight robbery have not been touched. The courts had 
directed Sebi to file FIRs against all 1,200 directors of those 
companies. But only 100-odd have been filed; no arrests have 
been made or money recovered. Is it any wonder why the soci- 





have to say = 


Manubhai Shah, CERC > 


After Mr Bajpai has taken over, things may not have 
changed altogether, but are changing for the better. 
At the outset, he had defined that “investor 
protection is my role, and I will perform my role.” He 
means well, has no hang-ups and isn't bothered by 
politics. He's very open and receptive to ideas too. 


Girish Doshi, Kolhapur Investors Association 


In the interests of small investors, Sebi's doing much better now. Speculative 
scrips in the Z group have been put on the trade-for-trade system. Indian 
shareholders affected by MNC takeovers are safer. The investor education 
campaign has been kick-started by getting investor associations involved. 


Virendra Jain, Midas Touch Investors' Association 


"There are 7,000 listed companies on the BSE. There are 6,000 defaulter 
companies in India (that have defaulted on investor dues, including plantation 
schemes, Z group shares on BSE, non-banking finance companies, vanishing 
companies and fixed deposit and debenture defaulters). Four thousand of these 
defaulters are listed on the BSE. Investor education is okay, but unless you can 
prevent crooks from siphoning off money, nothing would work." 


Sailesh Ghedia, Investors' Grievance Forum 


Sebi's becoming more alert to investor issues. Though they had reservations 
about the Grasim-L&T case, they did fight it out as a test case for small investors. 
Bajpai has a positive approach and is taking action faster, but investigations 
take too long to be relevant, the process should be time-bound. 


ety at large has no confidence in the markets? 

Gaping gaps in Sebi's investigation and enforcement ca- 
pabilities still exist. While investigations are half-baked with 
often no data or press clippings presented as evidence, en- 
forcement is ad hoc. Bajpai says there is nothing arbitrary 
about Sebi right now (See Interview on page 46). But the real- 
ity is different. 

While Sebi moved tardily and reluctantly into the Grasim- 
Larsen & Toubro case to get the investors a fair open offer, in 
the long-drawn Herbertsons battle between the Chhabrias 
and Mallya, its stance is different. It has asked both parties to 
sell their shares and has appealed in the Supreme Court that 














. SEBI 








an open offer should not be made. "Why would a regulator not 
want the investors to get money?" asks a securities lawyer. In 
almost 50-60 other cases of violation of Takeover Code, Sebi 
has only fined companies Rs 5 lakh and asked them to make 
an open offer. An industrialist says Sebi's enforcement on in- 
dependent directors (under Section 49) is also ad hoc. 
Arbitrariness with overzealousness can be lethal. More- 
over, ever since the amendments to the Sebi Act in 2002, the 


| regulator now has sweeping powers and can impose heavy 


penalties. Some ofthe laws like the insider trading regulations 
are stricter than any other legislation. 

"These powers are like Pota in the hands of he market reg- 
ulator and, therefore, need to be used with sobriety,” says So- 
masekhar Sundaresan, partner at 
law firm J. Sagar Associates. The 
maximum fines Sebi can now im- 
pose — the higher of Rs 25 crore or 
three times the gains made by vio- 
lation of the law — can easily break 
a marketmans back. 

Clerical errors in broking hou- 
ses are considered serious offences, 
and brokers are suspended at the 
drop of the hat. Says a broker: "It 
has sort of created a fear psychosis 
in place of respect." Once an inter- 
mediary is debarred, even if it is for 
a month, it loses all its clients. The 
strength and the perception about 
the regulator hinges on the fairness 
of its enforcement and investiga- 
tion actions. 

To his credit, Bajpai is trying 
hard to correct Sebi's image in the 
market. "He means well, has no 
hang-ups and isn't bothered by pol- 
itics. He's very open and receptive 
to ideas too. In two important com- 
mittee reports — the Bhagwati 
committee on the Takeover Code 
and the Narayana Murthy commit- 
tee on corporate governance — he 
has not taken any decisions till a 
lone dissent note filed by me is dis- 
cussed further. His predecessors 
would have just ignored the note," 
says Manubhai Shah, chairman 
emeritus, Consumer Education and Research Centre. 

Bajpai appears to be heading in the right direction, but has 
along, long way to go. He doesn't have a big vision for Sebi's fu- 
ture yet. So he has appointed a star-studded Market Develop- 
ment Advisory Committee to envision a future. 

At the end of the day, Bajpai has to carry the market with 
him. But regulatory excesses are being committed in the mar- 
ket to show good order and at the rate at which they are sus- 
pending brokers, two years from now there will probably 
come a day where there will be no brokers left to deal with. 
Sebi may have done its work on saving the market from scan- 
dals, but who will save the market from Sebi? Ld 


HEMANT MISHRA - 
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E Some say Sebi has killed the primary market with its 
overregulation and narrow definition of qualified 
investment institutions (QIBs). 

Qualified investors should be really qualified. Just having 
funds is not enough, the ability to judge and invest those funds 
is more important. There may be pension funds with more 
than Rs 100 crore to invest, but do they have the capability? 
That's why public sector banks, development financial insti- 
tutions and now even insurers (including private players) are 
considered qualified. Small companies like Divi's Laborato- 
ries have raised money. The issue is why big companies are 
not coming in with IPOs. They are not coming in because they 
are still to reach optimum utilisation of capacities, and once 


they reach that, they will use their cash surpluses, then they'll | 


go for debt and then they will go for equity. Empirical studies 


have established that equity is the most expensive method of | 
raising money. But we are seeing activity in the initial public | 


offer market on the horizon. 
S Observations made in certain court judgments have 
really spoilt Sebi's reputation by blaming it for ‘not acting 
on time'. Is there an opportunity now to change the 
perception about Sebi? 

I believe it's already started changing 
— the perception about Sebi — from 
the way it was two years ago. People 
look at it with more respect, if not 
full respect yet. What is going to 
improve the perception is trans- 
parency and not one judgement 
delivered against us or favouring 
us. All the orders that are passed by 















HEMANT MISHRA 


us and the SAT are now available on our website. I don't see as 
many objections about the quality of orders passed. It is still to 
sink into peoples minds that the Indian securities market is as 
efficient as any other. Spoiling the perception takes a very 
short time. Building it is a long haul. I hope it is happening... 
W In the Herberstons-Mallya case, the SAT actually quoted 
a very eminent legal personality writing a letter about the 
case to Sebi. They could have named the personality 
(Justice RN. Bhagwati). These kind of things, even though 
they are tucked away, it makes one wonder... 

Earlier, this particular order was not on the website. Now ad- 


| vocates download from our website and then argue in court, 


But sir, in this particular case, you have taken this app- 
roach...” This is bringing a lot of consistency. Lots of prece- 
dents are being set and the quality of decision-making is im- 
proving. We are working assiduously to build a perception 
among people that we are straightforward, fair and that we 
have nothing in favour of or against any individual or entity. 


| B What happened to the First Global case? They were 
| vindicated by the JPC report 


We have taken action against them, they are not trading in the 
market anymore. 


. Bi But the JPC report says they didn't do anything wrong. 


I dont think so. Get me the names of the people who think so. 
In any case, I cant comment on what JPC has to say. As far as 
we are concerned, we have taken action. And it has been con- 
formed right up to the Supreme Court. 

E About personnel, there are a lot of people who come 
into Sebi and leave soon. Is retaining talent, when Sebi 
cannot pay as much as the market, an issue? 

The ratio of turnover is not unusually high in Sebi. So far as 


G.N. BAJPAI 


compensation is concerned, turnover hap- 
pens even in organisations where compensa- 
tion levels are at market or above-market lev- 
els. As a regulatory body, we certainly cannot 
provide market compensation. But what we 
would provide is the additional satisfaction of 
working with a higher objective. I don't think 
this is a majorissue. 

m A lot of uM podeis joined UTI instead 








isfaction which even a young officer derives in Sebi is superior 
to elsewhere. And a division chief is a fairly senior position 
with lots of powers — to organise an inspection, do an investi- 
gation or an adjudication, hold an enquiry. | 

@ Can he initiate this himself? 


No. For initiation, he has to take an approval from the board. : 


And the board operates through a full-time member or me. 

Bi One needs an approval even to investigate a broker? 
There are certain guidelines — what matters have to go to 
board, what don't have to go, depending on intensity. Investi- 
gation responsibility is usually entrusted with very senior per- 
sons, in the income tax department, for example. But in our 
case, it's given to the division chief who can even be the deputy 
general manager. 

8 What have you changed in this process? 

We have reorganised Sebi. People with similar functions have 
gone to one place. This has made things much easier. Sec- 
ondly, we have made minor modifications in the compen- 
satory system, which has also helped them feel better. 

Bi Does that guarantee that you will get good legal talent? 
Nobody can guarantee that, but we are getting good legal tal- 
ent, we are getting good accountants. Recently, we recruited 
some people from the Delhi School of Economics. I cant claim 
that I am getting the best in the market, but I'm certainly get- 
ting good quality people. 

88 What about market talent? While Ketan Parekh was 
building up positions in 10 stocks, Sebi had that 
information in tront of its eyes, yet it did not pick up a 
pattern. Was it a lack of market experience? 

I wouldnt be able to say anything specific about that instance. 
Our focus is substantively on building these skills in our peo- 
ple. Today, the skill sets in Sebi are far higher than ever before. 








We are now building a world-class securities market training | 


institute, where skill enhancement will be an ongoing process. 
@ Why is Sebi so paranoid about hedge funds? 


regulation. Before we allow anybody into the market, we have 
to examine what issues may come up and whether we will be 
able to deal with them. We have not looked at that. And there's 
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systems in place, the 
market will be running 
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no immediate need for 
that, as we are getting a 
lot of money already. 

| Since you are 
scripting the long term 
strategy for Sebi, 
where do you expect 
Sehi to be in two 
years? You have all the 


on autopilot, so what 
will be Sebi's role? 

We have to ensure that 
there are no issues in- 
volving investor inter- 
est. We have to watch 
out for that. I am look- 
ing at Sebi to be a 
benchmark for the rest 








arket manipulation and 


f th Id. tena price rigging 
3 me WONG: de Sap í BB issues related to manipulation 
should draw inspira- Bl insider trading 


tion from the Indian se- 
curities market — be it 
in in terms of systemic 
risk, or internal opera- 
tional risk, or in terms of market structure. 

Bš So, what will you actually be doing in that time? 

We are looking at making straight- through processing (STP) 
market-wide, at how fast we can move to T+] settlement, at 
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how we can go in for demutualisation and corporatisation of 


exchanges... Changes I have to bring about in my regulation. 
88 What are the concrete precautions you have taken to 
ensure that the market does not falter this time? 

Ican give you a list of actions we have taken. One is increasing 
margins, two is reducing filters... We have carried out some 
broker inspections, have issued some special warnings, we 
have directed the brokers that vou must send to every investor 


| information on the risks involved in investing in securities. 

| Bi None of our brokers have sent us any such information. 
Right now, hedge funds are investing in India through partici- | 
patory notes. The reason they are not allowed is we have no | 


Give me their names. Maybe they've emailed it to you. PH 
check... But I have given instructions, they are doing it... 

Bš The brokers that you inspected, how did you select them? 
We used criteria like volumes, trades, this that... COENE VEU 
details. Theres nothing arbitrary right now in Sebi. D. 
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HEN Joseph Sigelman first 
visited India as a 12-vear- 
old, he told his parents, 
“This is the one country 
where I can never live." 
Fifteen years later, Chen- 
nai was his first choice for locating the 
backoffice operations of the New York- 
based OfficeTiger. He co-founded the 
company in 2000 with college buddy 
Randolph Altschuler for providing 
offshore equity research support 
to investment banks in the US 
and Europe. The two are now 
charting out an inorganic growth 
strategy to consolidate the 1,000- ` 
people strong OfficeTiger's posi- 
tion in what they call the next 
frontier of outsourcing in India 
— specialised support services 
as distinct from business 
process outsourcing (BPO). 

Hobbled by a three-year slump in in- 
vestment banking, globally banks have 
been under pressure to pare costs. By 
offshoring, they aim to halve the $8 bil- 
lion thatis spenta yearon research, says 
Deloitte Research. OfficeTiger was one 
ofthe few third-party companies which 
spotted the opportunity early. Coming 
from investment banking backgrounds, 
both Sigelman and Altschuler had the 
advantage of an inside view. Sigelman 
says: "Outsourcing today is a process of 
taking some ofthe services and restruc- 
turing them to produce efficiencies." 

Moves by the big captive players will 
bring high-end work to India — from 
mere library tasks (data and informa- 
tion collection) that most plavers are 
doing now. The Gurgaon-based Evalue- 
serve that does research and analysis for 
banks, venture capitalists and others, 
estimates that around 77,000 profes- 
sionals are involved in equity research 
activities worldwide. Around 23% of 
these (17,710) would be senior analysts, 
while 4396 (33,110) would be junior ana- 
lysts or associates. The remaining 34% 
(26,180) would be in library functions. 
The company expects 1096 of the junior 
analyst jobs to be offshored by 2005. By 
then the library tasks sent to low-cost 
destinations would be about 2596. 

In equity research BPO, the bar has 





been raised as far as qualifications are | 


concerned. "We hire people with spe- : 
























Equity resea 


BACKROOM BOYS AIM HIGH 
These are not run-of-the- 
mill call centre tasks. 
From library functions 

to writing industry 
reports, equity 
research marks 
the maturing 
of BPO 


ARPIT SHARMA 


rch BPO is good 


news for Indian firms as it helps 


them 





move up the value chain 


Value of 
research 


cialised skills — Masters in Statistics and 
MBS. They are encouraged to exercise a 
little more judgement," says Neeraj 
Bhargava, president and CFO, WNS 
Global Services. Compensation is also 
commensurate — starting at Rs 4 lakh 
per annum against Rs 1.5 lakh to Rs2 
lakh at a call centre. 

Take Sanjoy Roy Choudhury, 29, 
who is part of a team that does the top 
end of equity research at Evalueserve. 
He says: "This job involves a lot of deci- 
sion-making, not taking a ratings call 
but how the market will react to a given 
announcement." Choudhury, an MBA 


(Finance) from the National University | 
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of Singapore, joined Evalueserve 15 
months ago when the company had 60 
people — today it has 250. 

How significant is it: Equity research is 
the most important phase of the invest- 
ment process. Researchers help identify, 
design, document, implement and 
transition financial information (like 
converting from US GAAP to European 
accounting standards). They assess how 
valuations of companies change, track 
stock prices and come up with reports 
stating the outlook on concerned sec- 
tors. The tasks involve data collection, 
analysis and structuring of the problem 
and, finally, synthesising and packaging 


it. The spectrum includes number 
crunching to writing analytical reports. 
Sigelman explains why equity re- 
search is distinct from BPO: "About 80% 
of all BPO is call centre work, which is 
ancillary to the day-to-day lives of the 
professionals they are servicing. My job 
is to reach out to bankers and lawyers 
and work with them on a minute-to- 


minute basis. It doesn't get more core | 


than that. We're doing a lot of the struc- 
tured functions that used to be done in- 
house by banks. It is the end-to-end 
support of a banker." In Mumbai, third- 
party BPO major WNS Global Services 
has set up a Knowledge Services divi- 
sion to tap this market. The company 


has picked up professionals from vari- 


ous investment banks and corporate 
firms to build a 250-strong operation. 
The segment also has small players, 
like the 10-people PSi (it does research 
and consulting) and the 50-people 
SmartAnalyst, both in Gurgaon. Else- 
where in India, investment banks are 
setting up captive outfits. 
The reason is simple — 


. EQUITY RESEARCH BPO 


"We provide end-to- 
end support for a 
banker. We're like the 
bank's front end." 


JOSEPH SIGELMAN, 
Co-CEO, OfficeTiger 


of HSBC, JP Morgan, Lehman Brothers 
and Citicorp have been recruiting MBAs 
to do equity research tasks. HSBC has 
said that it is moving 4,000 jobs to India. 
Citigroup recently hired 40 MBAs to do 
equity research in Mumbai. JP Morgan 
and Morgan Stanley have scaled up to 
over 1,000 people each over the last one 
year. Bhargava says captives are good 
for the future well-being of outsourced 
research services. "They legitimise the 
work being done in India. The opportu- 
nity for Indian firms to do that work and 
move up the value chain is enhanced by 
their presence," he says. 
| The work ladder: The scale of work 
| depends on whether it is a third-party 
operation or a captive unit. 
For instance, Smart- 





at an hourly rate of "Captive units will Analyst has 60 clients 
vint they " hive off processes and three basic 
clients 5096 o ! roducts. One, 
their research and retain Knowledge EL infor- 
costs. Captive op- creation work. mation service — 
erations like those MARC VOLLENWEIDER, research requests 

President and CEO, sent as spreadsheets 

Evalueserve 









DILEEP PRAKASH 


or PDF files. Two, exec- 

utive briefing — a 10-12- 

page report on, say, telecom or 

pharma sectors. Three, financial model- 

ling which involves accounting analysis, 
and reconciliation of accounts. 

PSi has a a monthly analysis report 
on business, strategy and transactions. 
It has 100 clients and sells the reports at 
an annual subscription of $510. Evalue- 
serve offers equity research in telecom, 
IT, pharma, biotech, financial services, 
energy, oil and gas and chemicals. The 
billing rates vary between $45,000 to 
$55,000 a year. While the work itself 
could take two days or two months. 

Unlike call centre or customer ser- 
vice BPO tasks, vendors have to go in 
for service-level agreements on a pro- 
ject to project basis. Pay packages in 
equity research back-offices are also 
better, starting at Rs 4 lakh per year. 
While this may be high as compared 
to plain-vanilla BPO jobs, one also 
has to take into account that similar 
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jobs overseas are also salaried higher. 
Alok Shende, head of IT research, Frost 
& Sullivan, says: "In the US, these jobs 
pay between $70,000 and $100,000 as 
compared to call centre jobs which pay 
$10,000-20,000. That's the quality of jobs 
we're talking about in equity research." 
and for these tasks the person engaged 
is at least an MBA, unlike call centres 
which hire even undergraduates. 

The work outsourced will be about 
8096 of the tasks, reckons Marc Vollen- 
weider, president and CEO, Evalue- 
serve. "The final analysis will be done at 
the client site, where he is in touch with 
the industry people," he says. 

What's in store: PSi's Ranjit Shastri sees 
a fall in demand for market-oriented re- 
search. He cites the $1.4 billion that the 
Top 10 investment banks in the US had 
to cough up in December 2002 after a 
court ruling against biased research. On 
the brighter side, high costs and the set- 


tlement only accelerates offshoring of 


research. Vollenweider says: "Cost sav- 
ings due to offshoring are attractive. 
Captive units of investment banks will 
hive off centres or parts of processes. 
The customer care work could go to call 
centres and research to firms like ours. 
Banks will retain functions that are criti- 
cal to knowledge management." 
Slumping markets and regulatory 
troubles are taking BPO to niche areas 
like equity research. These Wall Street 
back-office jobs could bring in more 
than just attractive billing rates, they can 
transform dull jobs into the lucrative ca- 
reers that BPO workers want. * 


R.A. CHANDROO 
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“IF you do what you've always done, then 
you will get what you've always got!” Two 
years ago, that’s the sign that you would 
notice if you walked into vice-president 
(business development) Clyde Fessler's 
office in Harley Davidson Company in 
Milwaukee, Wisconsin. It was a motto he 
believed in passionately. And it was that 
passion for creative thinking that even- 
tually saved Harley from bankruptcy 
and turned it into one of the most endur- 
ing brands America has produced. 
Fessler has retired from Harley, but as the 
maverick who crafted the strategy, he 
was in India to share his experience at Ad 
Asia. En route to Jaipur, he stopped at 
Mumbai and spent an hour with BW. 
Excerpts from an exclusive interview: 


li What is that one thing that made 
your experience at Harley special? 
Traditional marketers are comfortable 
in what they do. The reason why they are 
there is what I call, the linear way of 
thinking. Senior management people in 
big corporations are either financial- 
driven or engineering-driven. They are 
linear thinkers, who don't really under- 
stand creativity and how that is derived. 
I have a 'nebulous thinking: I try to 
focus on converging energies, things 
that happen in the market, be it the age- 
ing population, or psychographics, 
laws that come into effect 
2-3 years down the line, emis- 
sion and vehicle laws. If you 
lookat some ofthese forces and 
anticipate where they are going 
to meet 3-4 years later, that's 
where there will be a de- 
mand for a new prod- 
uct. If you anticipate 
that, you can experi- 
ment now and when 
the market is ready 
for the product, 
you'll get in first 
and be the leader. 
That's the oppor- 
tunity I had in 
Harley David- 
son. I came from 
the snowmobile 
or the recreation 
business. The co- 
mpany had been 
downsized, we 
were almost 
broke. We lost 
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$20 million in the first year and $30 mil- | 


lion in the second. The only people buy- 
ing Harley Davidson were old hardcore 
people who had been buying for years, 
because they were unreliable, they 
leaked oil. To understand their mental- 
ity, I went out and became one of those 
people. Every November, I would grow a 
beard for the motorcycle rally in March. 
After the rally, I would shave it off. | 
wanted to be able to live with those peo- 
ple, understand their way of thinking 
and their wishes in the market. That's 
how I was able to think out-of-the-box. 


E But mavericks are rarely tolerated. 

Fortunately, the board of directors was 
headed by Mike Kami. He was strategic 
vice-president (planning) for Xerox and 





IBM for a while. He told the president 
that in every corporation, there are one 
or two guerrillas, who dance to a differ- 
ent tune, who don't beat the same drum 
beat. They dress differently, think differ- 
ently.... f you don't protect those people, 
you'll lose them to competition. And 
you will be in trouble. That was where 
Harley found itself in the 1980s. We were 
making 30,000 motorcycles... This year, 
we will make 300,000. But I was fortu- 
nate to last 22 years in Harley Davidson. 
It was a beautiful career and I enjoyed 
doing some ofthe things I did. 


W Harley had a small, but loyal set of 
owners. How did you expand the 
market without alienating them? 

It was carefully orchestrated so we could 


“We turned 










4 


BUSINESSWORLD 50 24 NOVEMBER 2003 


left when the 
competition 


went right” 









include more people into the family. We 
wanted to be inclusive... We identified 
the entry barriers, be it reliability, inti- 
mation at the dealership or at going to a 
rally. We started neutralising those barri- 
ers, while still paying attention to exist- 
ing customers. We, to this stage, focus 
85% of our advertising, promotion and 
public relations dollars on existing cus- 
tomers — if you keep them happy, they 
become your best salespeople. They go 
out and tell their neighbours and friends 
about their pleasant experience with 
your product and that sells it. 

In 1983, we formed the Harley Own- 
ers Group (HOG). In the first rally I put 
together, 28 people showed up. One of 
them was the board chairman. He 
raised his eyebrow as ifto ask, what's this 
going to be like? And we included every- 
body who bought a motorcycle and the 
challenge was that in the second year, 
they would have to renew. We now have 
700,000 people in HOG. They pay $40 to 
belong. But all that money goes back to 
them in terms of giving them something 


















to do with do with the bike, like a four- 
colour brochure every other month, 
patches and pins,... making them proud 
of owning the motorcycle. So that phi- 
losophy of including people in the fam- 
ily and growing the family is how we 
kept the old hardcore owners and got 
new owners coming into the franchise. 


W So what was that one strand that 
unites this culturally-diverse group? 
Riding the motorcycle and giving peo- 
ple things to do on them in a respectful 
way. At a rally four years ago, everyone 
was standing on a field, there was fire 
and smoke, you could see wine bottles 
coming out and beer being drunk. The 
sales manager said to me: "This is the 
first time I have seen the Germans party 
with the French, English and the Ital- 
ians." The common denominator was 
the bike. No matter what you do, you are 
all the same when you ride the bike. 
That's the brotherhood Harley has cre- 
ated. No matter where you go now, you 
will find the band of Harley. 


W How did you soften the image? 
We had to do several things. One, we 


had to change the rider's image. In 
/ the 1970s and the 1980s, the im- 


age ofa rider was one with a black 
leather jacket and a T-shirt. We 
asked why that was so. The an- 
swer: that's all we sell them! 
Denim shirts, coloured 
things, black leather jack- 
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Harley Davidson 
is a marketing 


case study of a 
corporation that 
pulled back 
from the brink 
of bankruptcy to 
‘become one of 
the most recog- 
nised brands in 
‘the world. BW s 


Indrajit Gupta 


| caught up 
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 Fessler, the 


man behing 
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ets,... we started a division called Motor- | 


Clothes. We have been selling motorcy- 
clessince 1903. Why don't we sell Motor- 
Clothes and make it fashionable. Five 
years ago, we sold 77,000 motorcycles 
and 7 million garments! It shows the 
philosophy in our strategy: we can em- 


brace people through clothing so that | 


when they become comfortable with 
the brand, they step up to a bike. 

Also, in the 1970s, the image that 
people had ofa group of 45 Harley riders 
driving out was that they were going to 
rape, pillage and burn. But now, after 


our association with charity, when we | 


see riders going some place, it is often to 
raise money. Since 1981, Harley has 
raised $41 million to fight disease. 

In the 1980s, we also took the intimi- 








thing that changed the image was the 
people factor. In the mid-1980s, we 
started the Harley Davidson University. 
Our philosophy there was that we give 
the dealers and the employees of the 
dealerships education and teach them 
how to manage their business. Because 
they grow, we would grow too. And to 
change the culture of the company, you 
have to start with the top leadership. 
And not only for the company, but also 
for the distribution partners. We had to 
teach each new dealer what the new 
Harley Davidson would be. So when he 
went back to his dealership, he became 
a teacher and leader of his staff. 

So we 'waterfalled' that down, and 
two years ago, we had put 8,000 people 


through Harley Davidson University in | 





The brotherhood of Harley: Bikers bonding at a Harley Davidson rally 


dation factor out of going to a Harley 
dealership. We helped dealers redesign 
their stores with better lighting, more 
like a showroom which featured a beau- 
tiful product, rather than a warehouse 
which had motorcycles lined up handle 
bar to handlebar. A couple of years later, 
a distributor in Greece sold 400 bikes, 
but 3,000 leather jackets and 5,000 
boots! That's because he created Harley 
Davidson boutiques. We set up clothing 
stores in high tourist areas like Universal 
Studios in LA. We started sponsoring 
our own rallies where people felt com- 
fortable bringing their wives and kids. 
Every year, we looked at a major 
thing to do that would last a period of 
time. And it is five years of constant ef- 
fort of new programmes and new poli- 


cies to change that image. The biggest | 





Milwaukee on how to be better busi- 
nessmen and better leaders. 


li How did you decide how to stretch 
the brand into new territory? 

We made mistakes along the way. There 
are different ways of defining brands. 
One of them is Prof. David Akers way of 
defining it through brand promise and 
brand personality. We didn't have that 
science in the 1980s. So we evolved a 
marketing strategy of turning left, when 
the competition turned right. We were 
competing against giants like Honda 
and Kawasaki. We didn't have the re- 
sources they had. They would bring in 
new models, new engines, new motor- 
cycles every year. We couldn't keep up. 
And their advertising budgets were 


huge. We were losing money at that | 
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time. And they had a global perspective. 
We had a domestic perspective. 

So we did things that they couldn't 
do. For example, we started celebrating 
our anniversaries because we had been 
in business since 1903. We started rais- 
ing money for charity. To ensure that our 
ads did not get lost in the clutter ofa mo- 
torcycle magazine, the instruction that I 
gave the agency was that we could not 
use our motorcycles. What do you 
mean, asked the agency. I said every- 
body else advertised that way. We don't 
have the dollars to compete for impres- 
sions (frequency times impact). We had 
high-impact ads that addressed the real 
issues on peoples minds when they 
bought a bike: the resale value of the 
motorcycle, its reliability, American de- 
sign versus Japanese or European de- 
sign, our way of life on the motorcycle. 

We focussed on technology, we had 
belt drives, they had chain or shaft dri- 
ves. Our strategy was to drive a wedge 
between us and the competition. Show 
that there was a difference. Show that 
we could be the alternative to them. And 
that people had a choice. Do you want 
to ride a Harley or a universal Japanese 
motorcycle because they look the same, 
sound the same, ride the same? 

Now, if their design was revolution- 
ary, we said, why shouldn't our designs 
be evolutionary? So we tried being clas- 
sical in our designs like BMW and Mer- 
cedes. Evolutionary. Thats how you 
build brand loyalty. 





i It's hard to drive divergent thinking 
into the innards of a company. How 
was that achieved in Harley? 

One of the core marketing approaches 
is getting close to the customer. At 
Harley, we believed getting close to the 
customer didn't work. Instead, we had 
to ride with them. In Harley, almost all 
senior managers attended rallies. 

We also got rid of the 'Detroit syn- 
drome’. There, everyday senior man- 
agers in auto companies would ride 
new vehicles to office. They would park 
them in the garage, where people would 
polish them so they looked new. We 
abolished the company-owned vehicle 
programme. Every employee had to 
stand in line, find insurance, go through 
the 2,000-mile check-up. In short, go 
through the entire buying experience, 
just like a customer. ix 
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Mala Bhargava is with 
Cyber Media and edits 
Living Digital. 

You can email her at 
malab@cmil.com 


It's easy to 
become 
careless 
about 
your 
notebook. 
But if you 
give it 
some 
essential 
care and 
add the 
right 
accesso- 
ries, you 
can have 
a power- 
ful tool 
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Care and wear 


for your laptop 





HE minute you get over the shock 
of owning a new laptop, you're 
bound to start slipping up on look- 
ing after it. That's when you forget 
that alaptop is far more fragile than 
a PC, besides being vulnerable to damage be- 
cause it's being carried around and handled so 
much. Anything that portable would be — but 
whenit's something that cost you close to a lakh 
and carries all your working files, it could hurt 
rather badly. 

Not surprisingly, the most common cause 
of damage to a notebook is that the owner has 
dropped it. Or dropped something on it. IBM 
has even begun to make crash-proof models. 
I've been known to inadvertently sit on a note- 
book — thankfully not my own — left on a car 
seat. And luckily, no damage was caused that 
time or I wouldn't have lived to tell the tale. I 
hope my IS chief doesn't read this, but I've also 
dropped an entire glass of water on to my note- 
book. Actually, it spilt itself entirely of its own 
accord for some unknown reason. I went into 
an immediate crisis-intervention mode, 
turned the laptop off ASAP and turned it over so 
that most of the water flowed out. I quickly 
wiped the rest off with bundles of tissue. I used 
my hair dryer on neutral for a bit. And prayed. 
Thankfully, no damage was done that time ei- 
ther, though there was a key or two trying to 
stay sticky for a while. 

You can't readily — or inexpensively — re- 
place just about everything as you would with a 
PC. The display is one of the most expensive 
components. And predictably, it's the most 
abused. People point out stuff using their pens 
on the display. Orare overzealous with cleaning 
it using strong cleaning fluids. Even petrol. Best 
thing to do would be either to use a special 
notebook cleaning kit (to be bought from the 
manufacturer) or use a soft dry cloth or tissue. 
Or at the most, slightly dampen it with warm 
water. Put too much pressure and you'll 
scratch or damage the display, which costs 
Rs 25,000-35,000 to replace. Never try to force 


out individual keys on the keyboard, which can 
be replaced at around Rs 4,000 in case of dam- 
age, but you'd better hope the company has 
spares for your particular model. Overenthusi- 
astic shutting and opening of your notebooks 
lid can exhaust the natural life of the hinges. So 
it's better to cover it with a clean cloth if you 
plan on using it in frequent spurts. The hinges, 
display and hard disk are all prone to damage 
from vibration or impact if you're using your 
laptop in the car — especially on Delhi's roads. 
Best not leave CDs in the drive when you're not 
using them. Also, be gentle with all the slots and 
ports because if you try to force a plug or cable 
in, you'll permanently ruin the pins. 

If there's one thing a laptop owner should 
remember, it's that the device isn't a laptop at 
all. Unless you're dressed in jeans. People have 
been known to burn their legs with the heat 
from the processor. Of course, it isn't a pillow 
top either because that will suffocate its ventila- 
tion and cause it to overheat. 

A Wi-Fi card could improve your notebook 
and mobility experience if you're really on the 
go internationally. If you work a lot outside 
your office, a mobile printer may be a good 
idea — they cost between Rs 10,000 and 
Rs 15,000 in India. Consider a spike buster for 
your notebook if you move around where the 
power situation is unreliable. A small notebook 
mouse is also comfortable if you're trackball or 
trackpad shy. Get a S-video to TV connector 
and a notebook sound-out if you want to play 
DVDs on the TV screen. For entertainment on 
the go, try a good pair of external speakers or 
headphones. There are even external sound 
cards suchas the Creative Audigy for better out- 
put. You could always go in for extra external 
batteries — good on long flights — and a set of 
universal adapters. For top security, you can get 
a biometric card device that will let you use 
your fingerprint as a password. With that bit of 
care and wear, you'll soon find your notebook 
isnt a compromised desktop, but a rather pow- 
erful companion you can depend on. € 
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Santiago 
Martin lords 
Over a quarter 
of the Indian 
lottery busi- 
ness. 

meets 
the reclusive 
tycoon 


ANTIAGO who? Chances are 

you would never have heard 

of him. If I told you that he 

lords over a business with an 

annual turnover of Rs 5,475 

crore, you would still find it 

difficult to place him. But if you are the 

kind who picks up a lottery ticket now 

and then, chances are that your path 
has already crossed Santiago Martin's. 

santiago Martin is India's undis- 

puted lottery king. One out of four lot- 

tery tickets sold today come from the 

santiago Martin stable. And last year, he 
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paid income tax 
of approximate- 
ly Rs 100 crore. 
Thats not bad for a seventh grade 
dropout who started his career going 
door to door hawking lottery tickets in 
his hometown of Coimbatore. 

So why haven't you heard of Santi- 


ago Martin before? Part of the reason, of | 


course, is that lottery tycoons do not 
command the same column space as 
your, say, petrochemicals baron, does. 
But there is another reason. Mister Mar- 
tinis notoriously reclusive when it comes 
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to the press and will do anything 
to stay out of the limelight. 

I had been trying to meet 
santiago Martin for months. I had inun- 
dated him with phone calls requesting 
interviews. When I finally arrived for the 
interview, I was screened by three levels 
of security personnel on the ground 
floor before I was ushered into his third 
floor office. And when I saw him, I won- 
dered what the fuss was all about. 

For Martin looks like a regular sort of 
guy, singularly devoid of airs for a per- 
son who runs a Rs 5,500-crore opera- 
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tion. Even the building that he operates 
out of in Delhi has little to indicate the 
size of the business. But one thing you 
realise pretty fast: despite his self-effac- 
ing demeanour, you probably wouldn't 
want to play chess with this man. 

Martin was born in 1962 the fourth 
child of Ramnad and Jayashelammal. 
When he was three, his family moved 
back to India from Myanmar, where his 
grandfather had gone to work. Two 
years on, the family moved to the An- 
damans, where his father went to work 
in a rubber plantation (That's where 
Martin picked up his Hindi). 

Seven years later, the family moved 
again, this time to Coimbatore, where 
his father set up a stationery shop. It was 
from one corner of that shop that his 
two elder brothers began selling lottery 
tickets. And Martin, who was around 12 
then, began helping them. Martin has 
come a long way since then. "It was a 
small business, we would sell 100 to 200 
tickets every day," he remembers. 

Over time, the frequency of draws 
has increased from quarterly, to month- 
ly, to weekly, to daily. So have ticket sales 
and the prize money. Initially, the prizes 
ranged up to Rs 10 lakh. Today, they go 
up to Rs 7 crore. 

The probability of winning has also 
improved. Earlier, if one ticket out ofa 
1,000 would win, now three out of 100 
get prizes. Consequently business 
picked up for Martin, but not signifi- 
cantly. He would buy tickets and sell 
them from his cycle at street corners or 
do some door to door selling. 
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T could have been luck or could have 

been providence. Martin is not sure. 

But it was 1981, he remembers, when 
he won a prize of Rs 1.5 lakh on an un- 
sold ticket. It was the money he never 
had to grow his business. He took a 
larger shop in the Gandhipuram area. 
(Martin still owns it.) He also graduated 
from being a pure retailer to a whole- 
saler. Soon, Martin was selling about 
5,000 tickets a day. But he kept working 
as hard as he had ever had. He would 
visit retailers and cajole them to stock 
his tickets, offering credit as well as a 
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small cut. He had also spread his wings | 


into Madurai and Ooty. 
Things were looking bet- 
ter and the hard work 
seemed to be paying off, 
when, in 1984, Tamil Nadu 
slapped a 20% sales tax on 
lotteries. That wiped out the 
margins and a number of op- 
erators shut shop. But Martin 
did not. Instead, he moved 
base to Palghat in Kerala, an 
hour and a half away from 
Coimbatore by bus. By this 
time, Martin had risen up the 
ladder to become a stockist 
and he carried on his busi- 
ness. Clandestine lottery re- 
tailers from Coimbatore 
would go across the state 
border to Palghat, buy their 
tickets there and slip back in, 
thereby avoiding the sales 
tax. Soon, 20,000-40,000 tick- 
ets a day were passing 
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Typical structure for a 
2-digit lottery 





_ SANTIAGO MARTI: 


through Martin's hands into Coimbat- 
ore. The business was doing well. 

Two vears later, Martin would start a 
relationship that continues to this very 
day. The one with Usman Fayaz, CEO of 
Best and Company, and an associate of 
Martin. In 1986, Fayaz had the licence 
for Andhra Pradesh state lottery and 
was looking for a distributor for Tamil 
Nadu. There were a number of stockists, 
but Fayaz chose Martin. "He was very 
aggressive, had very good relations with 
the trade and was good at developing 
the market. He could assess an agent 
and make him stretch a bit," recalls 
Fayaz. His assessment was not wrong. 
Martin delivered. The success with the 
AP lottery brought Martin the attention 
of the lottery majors from Delhi. And 
with the Hindi he had picked up in the 
Andamans, Martin managed to strike a 
chord with the biggies and was soon 
selling lottery tickets for distributors like 
Nitin Mohani of Mumbai and Sanjay 
Jayantilal from Delhi. And when the 
business grew, he roped in his friends 
Sanjeev Kapoor and B. Jairaj and ex- 
panded into Kerala and Karnataka. 
Martin was doing well for himself, but 
he was still far from being the biggest 
operator in the country. That opportu- 
nity came in 1998. 

At that point of time, Ashwani Khu- 
rana, the promoter of the Delhi-based K 
and Company, was Indias lottery king. it 
had had the licence for the 
Sikkim lottery for almost two 
decades, during which he had 
built it up as a reliable opera- 
tion where there was some 
amount of security and prizes 
for which came on time. in 
1998, when he was negotiat- 
ing for renewal of his licence, 
Khurana got into a trademark 
dispute with the state. He al- 
leges that Martin influenced 
the Sikkim government to 
swing the tender conditions 
in his favour. The latter denies 
it. Inthe end Martin had man- 
aged to wrest Sikkim from 
Khurana, thus dethroning the 
then king and ascending to 





began on in a corner of a sta- 
tionery shop in Coimbatore 
had come to an end. Khurana 
is still bitter about the whole 


the throne. The journey that. — 
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episode. In fact, Khurana is defending 
himself in a defamation suit filed by 
Martin over allegations made in an arti- 
cle in a news magazine. Sikkim deliv- 
ered for Martin what it was intended to. 
“As Sikkim had good brands, it was easy 
to penetrate the market," says Fayaz. 
Actually Khurana had been in Mar- 
tins sights for a while. The former was 
strong in the South — he earned 7096 of 
his revenues there — and his distribu- 
tors were loyal to him and would not be 
lured away by Martin. But Khu- 
rana did not have one weapon 
that Martin did — contact with 
the grassroots. Says an ob- 
server: "He (Khurana) has 
never worked a sub-distribu- 
tor, and always been distribu- 
tor. He just dealt with his 18 
stockists." Martin, on the other 
hands had climbed the ladder 
and remained in touch with 
the entire system. Between 
1996 and 1998, he created a 
group of 132 agents who were 
loyalto him just below the level 





of Khurana's 18 stockists. So he had 
Khurana pretty much surrounded. 

The other important quality about is 
that he keeps close track of his collec- 
tions. His systems take care of most of it, 
but the odd payment problem can be 
solved by justa phone call. “He knows all 
his stockists personally. And that's the 
key to his success. People like him for 
being simple,” says an observer. “He has 
a very good team and built a good net- 
work. The kind of trust he enjoys with 


Ashwani Khurana is sore about the battle he lost 
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people is incredible. That's because he 
does a lot for stockists and charity,” says 
Raghavendra Rao, CEO, CCI, a lottery 
firm of the Manipal group. 

But despite his dominance, Martin's 
position is not as secure as one would 
expect. He is under threat and from 
state governments and online lotteries. 

Since 1992, states like Delhi, Uttar 
Pradesh and Madhya Pradesh had 
started banning lotteries as they 
thought single-digit lotteries were akin 
to gambling. But, in 2003, even 
Tamil Nadu imposed the ban. 

Now there is a new threat: 
online lotteries. Backed by big 
business groups with deep 
pockets like Shapoorji Pallonji, 
Zee, Modis, and Essar, these 
had hoped to expand the mar- 
ket by getting middle-class In- 
dians, who typically shunned 
paper lotteries, to go for it. In- 
stead, online lottery is drawing 
away customers from paper 
lottery. Martin knows the 
ground rules are shifting. ^I ex- 
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pect online lotteries to become 50% of 
the market in 3-5 years,” he says. 

So, how will he protect his territory? 
Forone, he has started his online lottery, 
Smartwin, in October 2002. But the 
catch is most online lotteries are making 
little or no money till now. (See ‘The 
Great Gamblers’, BW, 4 August) All the 
same, Smartwin, with daily sales of Rs 2 
crore, is already just a crore behind Sub- 
hash Chandra’s Playwin, the market 
leader. To push Smartwin, last year Mar- 
tin launched a television channel called 
SS (Southern Spice) Music, which helps 
him to broadcast live draws. (He figured 
he could do the telecasting at half the 
cost he was incurring showing them on 
Jain TV.) Martin has figured that if he is 
going to lose custom to online lotteries 
anyway, he may as well reach out to new 
segments. So to get the upper and up- 
per-middle class to buy lottery tickets, 
he has started selling on the Net. “Once 
you have the accessibility, they will buy,” 
says Fayaz, "because no online lottery 
offers a 9196 payout." Soon Martin plans 
to make lottery tickets available over 





Fayaz was one of the first people to 
recognise Martin's capabilities 


mobile phones.. 

"Hes very hard-working, aggressive 
and understands the pulse of the mar- 
ket," says Paresh Rajde, director, Dhan- 
Dhanadhan Infotainment, Shapoorji 
Pallonji's online firm. What's interesting 
is that his aggressiveness in the market 
is matched by some unusual financial 
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conservatism. ^He's very cautious and 
would not stretch himself beyond his 
capabilities," adds Fayaz. 

Launched in April 2001, the televi 
sion channel claims to have already bro- 
ken even, grossing Rs 8 crore last year. 
Now, Martin has just launched a similar 
channel called Sur Sangeet targeted at 
the Hindi belt — he sells lottery tickets 
in Punjab and Maharashtra and soon 
other Hindi-speaking states like Ra- 
jasthan, Chattisgarh and Jharkhand 
may launch their online lotteries. 

For online lotteries, Martin has be- 
gun connecting his agents on a virtual 
private network and reserved 30% of the 
tickets to be sold through this channel. 
Once Martin ties up with a payment 
gateway, they will be able to buy tickets 
online. For cellphones, he is developing 
the software in-house. This will signifi- 
cantly cut costs and let him offer higher 
payouts. His rivals think little of Martins 
indigenous efforts. But then, in Martins 
book, luck always favours the brave. Mi 
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DON'T think insurance is a good 
option. It gives piddling returns. 
And there are better tax-saving 
instruments." Harpreet Singh was 


hadn't bought any insurance — he 
just didn't think it was necessary. Yes, he ` 
was married and had two kids. He had 


-> car, He was not worried about how his 
dependents would repay his loans if 
something untoward happened to him. 

“I am not planning to drop dead 
anytime soon," he told me airily. 
Harpreet' attitude is not an aberra- 

tion. A dipstick survey done by BW 
shows that a vast majority of young 
executives — including those well- 
versed in personal finance matters — 
- do not believe in insurance policies. 
=< -Even the ones who have taken out a life 

. insurance policy look at it primarily as a 
. tax-saving instrument. In fact, very few 
people seem to think of insurance as 
something that you take to manage 
rout risks. | 
This despite the efforts of the 
dozen-odd life insurance and the 10 
general insurance companies to sell 
- their policies. Despite the ads on televi- 
sion, radio and hoardings exhorting 
you to buy one policy or the other. 

The problem, says Arjun Modayil, a 
senior advertising executive, is that 
many of the agents selling insurance 
. are themselves not very well-versed in 
the pros and cons of the various poli- 
cies. “I have been approached a few 
times by private players and nobody 
















very clear about his views. No, he ` 


-taken a house loan and also a loan for a" 
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has been able to explain the differences 
and the benefits of insurance coverage 
compared to what LIC offers,” says 
Modayil. Modayil took a single policy 
years ago but he, too, treats it primarily 
as a tax-saving instrument. Like 
Harpreet, he doesnt like to dwell on the 
topic of insurance. “Isnt it a little mor- 
bid to think about when I am not going 
to be there?" he asks. 

Sure, it is morbid to think about 
death. But that's no reason to stay off 
insurance policies. 

Wealth managers and investment 


advisors say that insurance policies 


provide a whole host of benefits. At the 
most important level, they are a protec- 
tion for your family if something hap- 
pens to you. At another level, they are 
good savings instruments — they force 
you to be disciplined in your savings 
habit. Even if they do not give the best 
returns, some of them do offer some 
measure of steady returns. Finally, they 
offer some tax benefits. 

Says Allegro Advisors' director Vasu 
Krishnamurthy: "Insurance as a risk 
instrument works well when the means 
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are limited to aggregate gains from 
investments that would be necessary to 
maintain life for one's family after pre- 
mature death." 

V. Ramakrishna, managing director, 
Insure India, an insurance brokering 
firm, concurs: "Buying insurance is 
about protecting ourselves against risk, 
should it occur. Many of us tend to 
believe that the likelihood of risk is 
remote and it will happen only to oth- 
ers; the axiom of probability will always 
be in our favour." 

What Ramakrishna means is that 
the main benefit of insurance is protec- 
tion against risk of loss of life. Hence, 
the most basic kind of insurance, the 
term insurance, is a pure insurance 
product, similar to a general insurance 
one. You insure yourself for a specific 
amount for a certain period of time. If 
you die before that period, your benefi- 
ciary receives the full amount. But if 
you are alive, you dont get any money. 
A variant of this is the whole-life insur- 
ance, where you pay small premiums 
all through your life. Then there is the 
endowment policy, which combines 





personal finance 


insurance with savings. At the end of a 


"E specified term, the entire sum assured 


. is returned to the policyholder, along 
with the bonus. A variant of this is the 
 money-back policy, which allows for 
periodic withdrawal of partial survival 
benefits. For more details about the dif- 
. ferent kinds of policies, see ‘Insurance 
Policies In The Market Today’. 

There are a few people who manage 
to plan their insurance needs systemat- 
ically. Take Pradeep Singh. He bought 
his first policy at age 26. It was a small 
money-back policy, which would con- 
tinue for another fifteen years, and 
which has paid him Rs 20,000 each two 
times already. Then, he picked up 
another policy, an endowment policy, 
when he got married. "I actually started 
thinking of insurance when I got mar- 
ried about seven years ago. So I got 
Jeevan Suraksha, an endowment policy 
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One month's 
salary should 
be invested in | 
insurance 
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| annual income | In: 
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years, 2 | 
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invested 
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! 25-30% of the | Si 
| annual income | Ann 


with a significant risk coverage. And if 
anything should happen to me, my wife 
gets about Rs 9 lakh. If nothing happens 
to me, I will get a significant amount 
when I am 60.” Pradeep bought an 
additional term cover for Rs 5 lakh this 
year. This one has no savings or money- 
back options — it just provides him 
with a risk coverage. In all, he is covered 
for more than Rs 15 lakh through insur- 
ance to provide for his small family. He 
also invests in other investment instru- 
ments. He is adequately covered with 
Mediclaim up to Rs 5 lakh. And he 
reviews his risk profile every five years 
to decide if he needs more insurance 
coverage over and above what he cur- 
rently has. 

Pradeep has got it right. Brokers 
advise buying insurance at a young age. 


end of the policy period compared to 
what you would get if you saved a big- 
ger amount at a later stage. That's 
because you get a no-claim bonus over 
a larger coverage period. Normally, 
according to experts, at least 25% of the 
income should be kept aside for insur- 
ance and other long-term investments, _ 
to cover your retirement, home, even 
your childrens education. o 
Now insurance gives you fairly de- - 
cent tax benefits. Term plans, including - 
ones that are profit plans and single 
premium plans, give tax rebates under ` 
Section 88. If you have a total income | 
that's less than Rs 1.5 lakh per annum, 
the tax rebate works out to 2095 (for. 
salaries less than Rs 1 lakh before stat 
dard deduction, the rebate is 3095). Fo 





| atotal income between Rs 1.5 lakh and ` 


Even if you start with saving a small - 
amount, you get a larger amount at the | 
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| 1.MoneyBack:Perodicpay- — 
| ments of partial survival benefits dur- ` 


i. dies during the term, claim includes 
.. , fulisum assured without deducting 
.| any survival benefits already pag 


: 2. Whole Life: Policy exists as 

; longas the policyholder is alive. 

= =. Monies and bonus payable only to 
the beneficiary upon the death of 
the policyholder. The policyholder 
gets no benefit in his lifetime 


3. Endowment: Covers risk for 


policyholder along with any bonus 
accumulated. Handy to invest in 
annuities or other investments 


"|. 4. Annuity: By investing a lump `. 
^4 Sum or in installments over a certain `` 


anteed specific sum every year, 
| every half-year or every month, 
either for life or for a fixed period 


for tax rebate according to respective | 
tax slabs for only up to 20% of the sum 
assured. Pension plans get a tax deduc- 
tion up to Rs 10,000 p.a. under Section 
80 CCC (1) (in which case, rebate will | 
not be allowed for the same under 
Section 88). People in the highest tax 
- bracket will, therefore, find Section 80 
. CCC (1) more attractive. Healthcare and 
critical illness riders offered by life 


^ insurance companies, too, get a tax 


deduction up to Rs 10,000 p.a. under 
- Section 80 (D). The deduction is up to 
~ Rs 15,000 for senior citizens. Maturity | 
. proceeds are tax-free under Section 10 
.. (10D) for all schemes except pension 
-< Schemes, the annuities of which are 
' taxable as per prevailing income tax 
rates. The Finance Act, 2003, has 
amended section 10 (10D) with effect 
from 1 April 2004 to exclude tax exemp- 
tion for any sum received (other than 
on death) under an insurance policy 


premium in any year exceeds 2095 of 
the actual capital sum assured. 

Says Allegro's Krishnamurthy: "A 25- 
35-year-old needs insurance no more 


issued on or after 1 April 2003 where the | 
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that a 60-year-old does if he has lakhs of | 
| rupees in stable revenue-generating | 
avenues that would last him his lifetime 
and after. But if we understand that a 
client of ours requires risk cover, we 
encourage him to take it early" 
According to Krishnamurthy, the needs 
to which insurance is being put will 
determine which policy to buy. For 
example, a term policy with triple cover 
benefits might suit someone older, say, 
a person beyond the age of 35 who has 
had no history of savings in the past — 
yes, there are many people like that! On 
the other hand, a 30-year maturity 
endowment plan guarantees a 25-year- | 
old a significant amount of money just | 
before retirement — much more than | 
what he would get from pension funds | 
and the like — for a very small amount 
of money invested each month. ` 
Sanjiv Bajaj, director, Bajaj Capital, 

advises that people in the age group of | 
25-35 years should save a minimum of | 
25% or 30% of the salary for long-term | 
investments and insurance. Coverage | 
should include a term policy, medical | 
insurance with maternity benefit, an | 
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5. Pure Risk Covers: Covers 
risk only during the selected term 
period. If the policyholder survives 
the term, the risk cover ends. Helps 
peopie who can't pay for whole-life 
or endowment policies 
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6. Joint Life Plan (only for 
women): Similar to an endow- 
ment policy. Categorised separately. 
as it covers two lives, thus offering 
unique advantages, notably for mar- 
ried couples or business partners 
7. Group Insurance 
Scheme: Life insurance for a 
group of employees, professionals, 
for co-operatives, weaker sections of 
society. Also, schemes for employers 
who fund gratuity and pensions 

8. Children’s General 
Plans: Parents take insurance for 
their child from birth, Risk cover beg- 
ins at age 12/17/18/21 (known as 
the Date of Risk) and vests itself 
when the child becomes a major 
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insurance policy for children and a 
whole-life cover for the couple. Those 
aged between 35 and 45 years should 
save a minimum of 30% and opt for 
term-life coverage, health insurance 
without maternity benefit but with a 
cashless transaction, and no claim 
bonuses. Retirement planning and 
whole-life insurance for a couple are 
also recommended. Those in the age 
group of 45-55 years should save atleast - 
30% or more of their income in a form 
where it is accessible without any 
charges. That's because they could need 
the money for their children’s educa- 
tion, marriage or a home. The ideal plan 
should have low term coverage for a 
corpus for each one's retirement fund, 
which can be substituted by taking an 
endowment policy, which offers high- 


risk coverage. Individual health insur- 


ance without maternity option is a 
must. A whole-life policy, if not taken 
earlier, is also a must. 

It is also important to review your 
risk profile periodically as insurance 
needs and requirements change every 
3-5 years. “It is important to take on 
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3 9. Jeevan Sneha (only for 
giris): Provides funds for needs 
like for education, marriage or sick- 
ness with guaranteed and loyalty 
additions during the policy term 
period and after maturity 

10. Special Plans: For those 
needs that cannot be commonly 
classified or segregated like debt- 
clearance in the event of death of 
the insured, or financial aid in the 
event of a medica! mishap 


11. Investment plans: 
Guaranteed-yield, single-payment, 
short-term products. Offer level 
term riders that provide additional 
risk cover (equal to the sum 
assured) at an additional cost 


oU ———RÁ— i 


12. Health Insurance: An 
annual plan which covers hospitali- 
sation expenses and enables cash- 
less transactions through third- 
party administrators 


insurance to keep up with the changing 
risk profile, income and requirements," 
says Ramakrishna. | 

K. Ramachandran, general manag- 
er, J.B. Boda & Co, has another sugges- 
tion: “Personal accident insurance and 
health insurance is a must and if you 
take it at a younger age, the benefits 
which accrue over a period of time are 
much more and at a lower cost.” For 
one, the premium is lower; it can 
extend to cover maternity costs and no 
claim bonuses over time, resulting in a 





“Insurance i is the subject matter aa LAT 
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| larger coverage. “Be- 
| sides, it is possible 
to migrate across 
different insurance 
firms and take the 
benefits of the no 
claim bonus," says 
Ramachandran. 
Another thing to 


you already have 
any insurance. Says 
Allegro Advisors’ 
| Krishnamurthy: 
| "Most people are 
| covered by group 
led insurance 
schemes without 
actually knowing it. 
And, most often, 
this insurance cover 
is limited by a defi- 
nite time frame — 
the discontinuity of 
a credit card, a 12- 
month cover, and 
the like. Credit 
cards, employee 
group insurance and health plans cover 
people in different ways to different 
extents.” And now companies are also 


developing insurance schemes to serve 


as retention tools for employees and 
may allow the policies to be transferred 
to employees at the end of the critical 
period. But, by and large, despite the 
benefits of group insurance to employ- 
ers, brokers and investment advisors 
suggest taking individual policies, even 
if they are smaller and serve to supple- 
ment the group insurance cover. "In 


look at is whether | 
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this day and age, group policies make 


sense only if you plan to stay with the : 


company," says Bajaj. Bajaj, in fact, con- 
siders group insurance a waste for indi- 
viduals as it lulls them into a false sense 
of security. He advises taking individual 
policies because, when you retire, the 
group benefit is lost and you end up 


| having no cover. 


Interestingly, insurance companies ` 
follow a concept of human life value. 
(HIV) today. The idea is that the f 
continues to enjoy the same stand 
of living even after the loss of the bread- | 
winner. So, based on the value worked - 
out on the human life, the insurance 
amount is worked out. Ramachandran 
suggests HIV is an indicator of life 





insurance sum that is required to pre- > 
serve the present level of income to the 


dependents. The ad-hoc approach is to. | 


use 15 times the annual salary forage — 


group up to 35 years and 10 times the 
annual salary for ages above that. "The 
more practical approach would be a 
savings habit of a months salary to be 
invested in insurance," he says. 

With the insurance brokers and 


| investment advisors in the market, it 


has become much easier to select prod- 
ucts today. They also make negotiations 
easier and get waivers on restrictions 
related to pre-existing illness and on 
waiting periods. They get you maternity 
benefits, domiciliary hospitalisation;-a 

choice of third-party administrators 
(TPAs), negotiate terms for non-TPA 
hospitalisation and negotiate premi- 
ums for the group insurances — all at 
your doorstep. Grab that opportunity 
and insure for a rainy day. B 


Rediffusion- DUE RS BW/48/05 
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Gilt-edged funds 





Query: Last year why did gilt funds 
provide more returns than income 
funds? Theoretically, shouldn't it be 
the other way around? 

The performance of gilt funds last year 
was not an aberration. These schemes 
will outperform income schemes in a 
situation where interest rates are falling, 
as was the case last year. 

Government securities are sover- 
eign securities and have, theoretically, 
zero risk. Lower risk means lower re- 
turns and, so, these instruments give 
lower interest as compared to corporate 
bonds. Even the best corporates have a 
higher risk of default than the govern- 
ment, so they pay a higher interest on 
their fixed-income securities. Based on 
this higher interest income alone, one 
would expect income funds to generate 
higher returns than gilt funds as income 
funds have more exposure to corporate 
debt than to gilts. 

But the fact is gilts are more liquid 
than corporate bonds. This leads to 
greater variation in their price and, con- 
sequently, more trading opportunities. 
The higher price variation coupled with 
trading generates higher returns for gilt 
funds as compared to income funds. 
Thus, in the year-to-date ending 6 No- 
vember 2003, the average gilt fund re- 
turned 7.05%. In comparison, the aver- 
age income fund generated only 5.3096. 

Another equally significant reason 
why gilt funds give higher returns is that 
their average maturity period is longer. 





Longer maturity bonds are more sensi- 
tive to fluctuations in interest rates. 
Even within income funds, all other 
things remaining equal, the fund with 
higher gilt exposure and portfolio matu- 
rity will do better. But do note that this 
applies to a falling interest rate regime. 
When interest rates move up (i.e., bond 
prices move down), gilts will take a big- 
ger hit due to their greater liquidity. 


Query: | invested in an equity sch- 
eme on 1 August this year. The day 
before yesterday the markets rose 
by 45 points but the fund's NAV was 
down by 0.25%. I made another 
investment, this time in HDFC 
Equity, and there is a gain of 4.18%. 
Should | invest more in this fund? 
Something tells us that you are new to 
mutual fund investing. What's happen- 
ing to your funds is quite normal. When 
we say, "the market rose 45 points", we 
are actually referring to an index — usu- 
ally the Sensex or the Nifty. These two in- 
dices are weighted averages of 30 and 50 
large stocks, respectively, and are gener- 
ally taken to represent the whole mar- 
ket. On most days, there are stocks — 
even among those that make up the in- 
dices — whose individual price changes 
are different from that of the indices. 
Also, the indices are heavily weighted 
towards just a handful of stocks. As 
much as 48.53% of the Sensex is made 
up of just Reliance Industries, Infosys 
Technologies, Hindustan Lever, State 
Bank of India and ITC. There are days 
when these index heavyweights move 
in one direction and the 
broad market moves in an- 
other. Thus, depending on 
the actual portfolio of a fund, 
its NAV may or may not move 
in tandem with the index. 
The most important 
point about equity fund in- 
vesting is that it is for the long 
term. That's because stocks 
realise their true potential 
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over long periods of time (usually over 
several years). Equities are also risky and 
the 4% gain you are talking about can 
just as quickly turn into a 4% loss. But, 
over long periods of time, regular invest- 
ing combined with regular re-balancing 
of investments can deliver superior re- 
turns compared to any other asset class. 


Query: A Systematic Withdrawal 
Plan (SWP) is supposed to save me 
taxes. With dividends from income 
funds now being tax-free in the 
hands of the investor, why should I 
choose an SWP? Further, is there 
any indication as to how long my 
capital will last in such investments, 
where SWP is exercised? 

Systematic withdrawal options are tax 
efficient under most circumstances. 
While dividends are tax-free in the 
hands of investors, mutual funds have 
to pay a 12.8196 dividend distribution 
tax. Dividend distribution tax is levied 
on the entire dividend received. But if 
you opt for an SWB you do not get any 
dividend; instead, you withdraw part of 
your investment. Capital gains tax, how- 
ever, is only paid on the gains compo- 
nent of the withdrawal. Thus, the tax 
ends up being levied on a smaller por- 
tion of the withdrawal, and, therefore, 
the impact is less. 

In the initial years of an SWP the 
gains portion is much smaller. Most of 
the payout consists of the principal (in- 
vestment). Therefore, even if one has to 
pay short-term capital gains tax at the 
marginal rate (33%), the actual tax liabil- 


Gilt funds give 
more returns 
than income 


funds when 
interest rates 
are falling 














_ ity for the first year in the case of an SWP 
would work out to 1.39% as against 
12.81% for the dividend option. This tax 
efficiency is further maintained the sec- 
ond year onwards, when the long-term 
capital gains tax rate of 10% (or 20% with 
indexation benefits) kicks in. 

Over time, the principal component 
of the payout w vill decrease. This hap- 
pens as the initial contribution is con- 





stant and, with every payout, a portion 


of the principal is also extinguished. As a 
result, the tax liability of the SWP will 
keep increasing with time till it reaches 
10% — the long-term capital gains tax 
rate. Of course, even at that rate, SWP 
will be more efficient than the dividend 
option. This will continue as long as the 


rate of long-term capital gains tax is less | 


than that on dividend distributed. 
The rate at which your capital de- 
< creases is reverse-exponential. At the 
endofthefirst month, your capital com- 
ponent works out to 99.3396 of the total 
gain. By the end of the fifth year, it is 
down to 66.9996 and at the end of the 
20th, it's just 20.14%. Changes in tax 
laws will affect the actual situation. 


_ good returns. But in future, if they 
— invest in government bonds that 
- give lower interest rates than those 

available today, how will it affect 
the return on investment? Can 
mutual funds compensate this over 
a long period? | 

- You have got the big picture of declining 

.. interest rates and their effect on bond 

- fund returns. As yields on bonds decre- 
ase (and prices increase), fund mana- 
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gers have a ball delivering as- 
tounding returns. That is be- 
cause trading profits are high 
and more than compensate  . 
forlowerinterestincome.' — 
When funds invest in - 
lower coupon bonds, their d 
interest income will defi- . 
nitely beless.Ífinterestrates 
do not continue to decline - 
(i.e., prices do not rise), then 


trading profits will be negligible, and re- 
turns will be close to the coupon in- | 
come. Funds can try a number of things 


to boost returns in such situations. One, 


they can invest in lower-rated debt se- 
curities. These carry higher interest and | 
can be used to boost returns. But lower 
ratings signify higher risk and this will | 


have to be kept in mind. Two, funds can 
invest a higher portion in government 
securities. These are more liquid, and 
have more trading opportunities than 
corporate bonds do. But because they 
are low risk investments, they carry 
lower coupon rates. 

Such strategies are, however, limited 
by trade-offs like quality of the portfolio 
or increased volatility, or the need to 
stick to the overall nature of the fund. So, 
eventually, one has to reconcile with the 
fact that bond funds give lower returns. 


Query: Can a resident Indian invest 
in an overseas fund? 
No, Indians cannot invest in overseas 


_ funds currently, but opportunities to in- 


vest abroad are opening up. There are 
two funds in India that invest in foreign 


| securities. The first one to exclusively in- | 


. vest in foreign securities is Sun F&C | 


| Guaranteed double benefit - 
Payment in case of death and on maturity 

" Hexi ble matunty benefit - Received in a single 
lumpsum or in 3 or 5 annual instalments 

5 Premiums waived in case of death 
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Fixed Income Securities Fund intema- 


2002. The funds of Sun F&C are being. 
taken over by Principal Mutual Fund. : 


Resident Indians who want 
to invest abroad will find 
their options limited. They 
can invest in funds that buy 
only foreign securities, not 


foreign stocks 


tional Plan, which was launched in May ` 


Principal does r not havea Minn 
vests in foreign sect 

future of th 
ther fund t est over 
India International — (FII) : 
launched in December 2002. FHF inv- 
ests mainly in US government securities 
through the Franklin US Government 
Securities Fund, a fund run by Franklin 
Templetons US-based parent AMC. 

At present, there are no equity 
schemes that invest in foreign stocks. 
But Principal Mutual Fund has filed an 
offer document for Principal Global Op- 
portunities Fund. It is proposed thatthis . 
fund will invest in foreign stocks, The ^... 
universe of such stocks is, however lim- == 
ited, as investments are only permissi- 
ble in companies which hold 1095 eg- 
uity stake in a listed Indian company. W 






Dhirendra Kumari is CEO. of 

Value Research, which specialises 

in tracking mutual funds.. E : 

Readers can send their queries to 
personalfinancetibworldmail. com. 
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HERE are mutual funds and 
there are mutual funds. And 
then there are the mutual 
funds with a difference — 
which invest in real estate, 
futures markets, other funds, 
and even hedge funds. But not, so far, in 
India. As any seasoned mutual fund 
investor in this country will tell you: 
"Too many of the same old schemes. 
Cant really tell one from another. How 
does an investor decide where to park 
his funds?" 

Take heart, dear investor. If the Secu- 
rities and Exchange Board of India 
(Sebi) continues in the vein it has, a 
whole new world of mutual funds may 
open up for you. Sebi recently cleared a 





— DS —Ñ fund of fund (FoF) scheme. In fact, in its 
. v. quarterly operational review July-Sep- 
-> tember 2003, Sebi says that giving mu- 


<- vestintheunits of other schemes" is one 


_ ofits significant achievements. 


For long, the Indian MF industry has 
stuck to the tried-and-tested debt and 
equity schemes that are merely replicas 
of each other (though asset manage- 


. ment companies claim otherwise). But 


now that the stockmarkets are running 
high on energy, even those who prefer to 
play the markets like a virtual reality 
game want a bit of that action. Mutual 
. funds seeking to differentiate them- 


selves are waking up to that fact. And 
have gone to Sebi in hordes with 
schemes ranging from commodity 
funds (including gold and real estate), 
FoFs and equity arbitrage funds. 

Of course, not all may come out in 
the next couple of months. After all, 
both Sebi and the funds are charting 
new territory. Being new concepts (the 
futures market itself is relatively new in 
India), all of these require due diligence 
by Sebi and other concerned parties. 
For instance, a gold fund would require 
the scrutiny of the Reserve Bank of In- 
dia, which has its own policy issues vis- 
à-vis gold. The fund of funds concept. 
also requires due diligence, as it could 


mean duplicity of existing mutual funds 


schemes. Besides, other issues like ex- 
penses and load factor have also to be 
taken under consideration. 

While all that happens, here's what 
you can expect in the coming months. 


This is a first for mutual funds in Indian 


markets. Benchmark has applied for an 


open-ended gold fund called Gold. 
BeES, the prospectus of which is with 
Sebi. The face value of 1 unit of the gold 
fund will be equivalent to 1 gm of gold, 
convertible into paper money at banks. 
Benchmark will hold the investors' 
money in bank deposits and track 
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short-term changes in the price of gold, 
buying and selling whenever necessary. 


An investor can now have gold and earn 


interest by way of bank deposits. The 
gold fund, when it is launched, is likely 
to be listed and traded on the National 
Stock Exchange. 

The price of gold has seen a sharp 
rise in recent years after nearly 20 years 
of slowdown, to touch Rs 5,675 per 10 
gm. However, in the long run, inflation 
could rise faster than gold prices, 
thereby nullifying returns from gold. 

Nevertheless, gold has always held 
sentimental value for Indians and if the 
gold fund succeeds, asset management 
companies (AMCs) may float other 
commodity-linked schemes too, like 
real-estate funds or a silver funds. 


While the fund of funds (FoF) concept is 
new in the Indian markets, it has been 
around for years in the American and 
European markets. It is essentially a mu- 
tual fund that invests in, well, other mu- 
tual funds. An FoF can either invest in 


equity schemes, or debt schemes, or a 
.combination of both, or any other 


schemes that are expected to perform 
well. For instance, Franklin Templeton 


has applied for three different mutual 


fund products, with different propor- 
tions of debt and equity (See ‘Franklin 








finance 








tnia —' FoFs). 

The rationale behind the FoF idea, 
which. is. essentially an open-ended 
3 that even ifone scheme does not 
perform n loss risk i is €— re- 














s fi d cile will undertake a 
systematic. portfolio re- Pn DE to 


= gi unds. The FoF is aimedat rel 
investors ans well as institutions. 





sisay got the nod for iis FoF 

ict; PruICICI Advisor Series. The 
scheme isopen tothe public through an 
initial public offering (IPO) till 28 No- 
vember at Rs 10 per unit. The minimum 
investment required is Rs 5,000. The 
others will launch their schemes once 
Sebi gives the go-ahead. 

Incidentally, all these AMCS are in- 
vesting in their own funds as most feel 
they have the necessary diversity in 
their own portfolio to suit their in- 
vestors' needs. Raghavendra Nath, head 
of strategy, Birla Sun Life, hints that if the 
investor so desires, his AMC could in- 
vest up to 3096 of the portfolio in other 
mutual funds' schemes. This would in- 
clude gold and real estate funds. 

What companies are loath to dis- 


| 
| 
| 
| 
| 
| 
| 
| 
i 
| 





cuss, however, is the poten- 
tial escalation of costs. The 
company would invest in 
different schemes under the 
Fok and charge an entry 
load of, say, 2% for each 
fund, as well as an entry load 
for the entire scheme after 
the IPO. Thus there will be a 
| ‘double layering’ of costs. 
There will be a management fee accru- 
ing to investors if the AMCs floating the 
FoF are to invest in funds ofotherAMCs. 
Also, if there is going to be a churn in the 
portfolio, a certain percentage of re- 
turns will be lost due to the cost of re- 
balancing. All of these would end up re- 
ducing the returns on FoFs. 


Equity Arbitrage Fund 
The equity arbitrage fund is the closest 


——————— 


any mutual fund scheme in India can 


getto a hedge fund. Sebi has not allowed 
any asset management company to 
float a hedge fund in India. Benchmark 
has plans to launch a ‘dynamic arbitrage 
fund’, which will basically try to exploit 


| any arbitrage opportunities that arise ` 
|, Minimum investment in the dynamic 
| arbitrage fund will be ofthe order of Rs 2 
| lakh, and itis essentially an open-ended 
| scheme (though withdrawals will be 
| limited to once a month). 

trading today at Rs 30 per share and is | 


from derivatives trading. A fund man- 
ager would buy the equities in the capi- 
tal market and sell it in the futures mar- 


| ket, making good the difference. This is 


how it works: if company ABC's stock is 


expected to rise over the next month, 
the one-month futures price of the 


Funds that want to be different 
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Franklin Templeton's proposed FoFs 





| Fipures in percentage 


a ee as pia saan q" a Eana yaas pin awaa asawa asas assaaas4 


| stock will be higher, say, Rs 35. A fund 
| manager would then buy the underly- 
| ing stock and sell it in the futures mar- 
| ket, makinga gain of Rs 5. The equity ar- 
| bitrage fund is market neutral; hence, it 
| will not be affected by temporary fluctu- 
_ ations in the Sensex. 


Sanjiv Shah, executive director, 


| Benchmark, says: “After analysing the 
| differences between the underlying 
| price and futures price of shares over a 
| period of three months culminating in 
| September, the results suggest that re- 
| turns would have been 15-18%, had we 
| undertaken equity arbitrage.” He fore- 
| sees tremendous opportunities for 
| growth and expects returns to outweigh 


those from money market instruments. 


However, since it is an equity 
scheme, there will be a potential decline 


(dm returns through portfolio churn, And 


even though it is 'mar- 
ket neutral, it is still 
subject to the risk asso- 
ciated with equities and 
derivatives trading. 
Innovation, they 
say, is the key to suc- 
cess. So in the universe 
of mutual fund sche- 
mes, these new ones 
might just catch the 
discerning investors 
eye. It is still too early to 
say whether the 
asset management 
companies have asure- 
fire winner on their 
hands. Meanwhile, sit 
back and watch the ac- 
tion unfold. B 
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Home truths - Il 





N our last article we discussed the 
various provisions and technical 
terms relating to taxation of house 
property (See ‘Home Truths-!’, BW, 
27 October). This week, we look 
into some of your queries to bring 
out a few of the more important points 
to keep in mind while calculating house 


property tax. 


Query: Can a taxpayer get the 
benefit of tax exemption on interest 
for two housing loans provided the 
total is below the overall limit? For 
example, a husband has taken a 
loan for House A and he purchases 
House B by availing another loan, 
where his wife is the first applicant 
and he a co-applicant. Can the 
husband get the exemption from 
tax on interest payment for both 
the houses and the wife get the 
benefit of tax exemption towards 
House B? 
It is possible to take two or more loans 
for purchasing/ constructing one house 
and the interest on all these loans will 
qualify for deduction from income un- 
der the head ‘Income from House Prop- 
erty. In the case of a self-occupied 
house, the limit of Rs 1.5 lakh applies to 
collective interest on all the loans. This 
means that the total deduction of inter- 
est on a self-occupied house cannot ex- 
ceed Rs 1.5 lakh. 

In your example, consider that the 
assessee takes a loan for buying House 
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A. He takes another loan for buying 
House B in which his wife is the first ap- 
plicant and the assessee the co-appli- 
cant. Itis presumed that the assessee is 


| 


also joint owner of House B. Now, forthe | 


assessee, one of the houses will be self- 


deemed to be let out. Assuming that 
House A is considered as self-occupied 
by the assessee, the interest on the 
housing loan taken for House A is de- 
ductible to the extent of Rs 1.5 lakh. 
Now, part of House B, of which the as- 
sessee is a joint owner, will be deemed to 
be let out, and the interest that the as- 
sessee pays on the housing loan on 
House B shall be fully deductible. 





fore, even if the loan is taken on or after 
1 April 1999 for renovation /reconstruc- 
tion or repair of a self-occupied house, 
the limit of Rs 30,000 shall apply. 

Now suppose a new floor is added to 


_ the house for which you have received a 
occupied and the other house will be 


completion certificate from the con- 
cerned authority. In such a situation, it 
will amount to construction and the de- 
duction of interest shall move up to 


| Rs 1.5 lakh. 


| Query: How much tax deduction is 


As for the wife of the assessee, part of | 


House B will be considered as self-occu- 
pied and she can claim deduction of in- 
terest up to Rs 1.5 lakh. 


Query: If I take a housing loan now 
to renovate and/or extend an 
existing, two-decade old, self- 
occupied house, how will it be 
treated in terms of taxation? 
The interest payable on a loan for pur- 
chase, construction, repair or recon- 
struction of a house can be deducted 
while computing 'Income from House 
Property. In case of a self-occupied 
property, interest payments amounting 
to a total of Rs 1.5 lakh can be deducted 
from the taxable income if the house is 
purchased or constructed with a loan 
taken on or after 1 April 1999, and this 
purchase or construction is completed 
within three years from the end ofthe fi- 
nancial year in which the 
loan is taken. 

For a loan taken before 
1 April 1999, the total interest 
available for tax deduction is 
limited to Rs 30,000. Now the 
benefit of Rs 1.5 lakh is avail- 
able only for a purchased 
house or construction and 
not for renovation or recon- 
struction or repairs. There- 
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allowed on rental income for 
expenditure related to repairs to 
the house? 

In case of self-occupied house property 
no deduction is allowed on account of 
repairs. In case a property is let out or 


| deemed to be let out, an ad hoc deduc- 
_ tion of 30% is allowed. Actual expendi- 


ture on repairs is irrelevant. After reduc- 
ing the municipal taxes from the annual 
value, you are allowed an ad hoc deduc- 
tion of 30% of the reduced amount (an- 
nual value minus municipal taxes) 


, while computing ‘Income from House 


Property. But ifthe municipal taxes you 
pay are greater than the annual value, 
you cannot avail of any deduction due 
to repairs. That's because there cannot 


| be a loss under ‘Income from House 


Property’ on account of deduction 
for repairs. 


Query: | am posted in Kochi, Kerala, 


_ where I have rented a house and 
am availing house rent allowance 


(HRA) from the company. | have also 


Interest 
deduction for 
repairs is up to 


Rs 30,000 even 
if a loan is taken 
after 1.4.1999 





[T FELT GOOD FULFILLING YOUR CHILD'S NEEDS 
WHEN HE WAS YOUNG. 


[T'LL FEEL EVEN BETTER NOT ASKING HIM 
TO FULFIL YOURS WHEN YOU'RE OLD. 
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Some attractive features to help you 
retire in comfort: 


° Option. to choose between 3 
investment funds anytime during the 
accumulation phase 


e Minimum 3% p.a. net guaranteed 
overall returns on each fund 


° Top up facility to invest extra income 

* Option to take life insurance cover 

° Option to choose from 6 vesting ages 
*Tax benefit under 


Sec 80 CCC (1) of the 
Income Tax Act, 1961 
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recentiy purchased a flat in Chennai 
by taking a housing loan for Rs 4.5 
lakh from ICICI Bank. ! have not 
given the house for rent. My 
parents (both are dependents) are 
staying there. Can | can get income 
tax exemption for the interest paid 
on the housing loan as well as HRA 
exemption for the house taken on 
rent in Kerala? 
To claim exemption on HRA, the In- 
come Tax Department has not made 
any condition that the employee should 
not own any other house in the city of 
employment or elsewhere. Therefore, 
exemption on HRA to the extent speci- 
fied below shall be available to you in re- 
spect of a rental house in Kochi. 
According to the Income Tax Act, 
HRA is exempt from tax to the extent of 


the least ofthe following: 

(i) HRA received 

(ii) Rent paid in excess of 10% of 
the salary 

(Hi) 50% of salary 


As per section 23(2)(b) of the 
income Tax Act, provided certain 
conditions are satisfied, the house 
property is deemed to be self-oc- 
cupied and deduction of interest 
up to Rs 1.5 lakh is allowed. The 
conditions are as follows: 

(a) The taxpayer owns a house 
property which cannot actually be 
occupied by him because his employ- 


ment, business or profession is carried | 


on at another place; 


(b) He has to reside at that other | 


place in a building not owned by him; 
(c) The property mentioned at (a) (or 
part thereof) is not actually let out dur- 


ing whole (or any part of the previous | 


year); and 

(d) No other benefit is derived from 
the above property by the owner. 

In your case, all the above conditions 
are satisfied, so the annual value of 
house property at Chennai shall be 
taken to be NIL and you shall be eligible 
to claim deduction of interest up to 
Rs 1.5lakh. 


Query: We have three properties (all 
bought with loans from banks) and 
kept for the purpose of renting out. 
At present, one of the properties 


| has been vacant for a full year. The 

| rent from the two properties is 

| sufficient to cover taxes and 

| interest on borrowings for ail the 

| three properties. We are offering 

| the net rental income after rental 

| deduction under ‘income from 

| House Property’ in our returns. Can 

| the department turn around and 

disallow taxes and interest on 

borrowings paid for the purpose of 

the temporarily vacant property? 
Also, if two properties were to 

become vacant and the net result is 

loss under ‘Income from House 

Property', can the income tax 

department disallow carry forward 

of loss to the extent of taxes and 

interest on the borrowings paid for 

the vacant properties? 

It is presumed that the property was 

kept ready to be let out and could not be 


If a person has a house 
property ready to be let out, 
but is still to find any tenant 


for it, the annual value of 
such property will be 
considered as NIL. 


| actually let out as no tenant could be 
| found. Thus the annual value of such 
property lying vacant throughout the 
year shall be taken to be NIL. 

In such a case, deduction shall be al- 
lowed for municipal taxes actually paid 
and interest on borrowings paid for the 
purpose of a temporarily vacant prop- 
erty. This loss can be set off against in- 
come from other house properties. 
Therefore, in your case, your stand is 
perfectly valid and the income tax de- 
partment cannot question it. 

In case two properties become va- 
cant, then the loss under the head 'In- 
come from House Property' shall be car- 
ried forward. 





Query: My tenant occupied my 

property for an entire year but paid 
rent only for nine months. Do I have 
to include the rent for the entire 12 
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months in my income, or can I claim 
deduction for the unrealised rent? 

Actual rent received/receivable for the 
purposes of computation of annual 
value of the property shail not include 
the amount of rent which the owner 
cannot realise. The amount of rent 
which the owner cannot realise shall be 
equal to the amount of the rent payable 
but not paid by a tenant of the assessee 
and so proved to be lost and irrecover- 


able provided: 
(i) | Thetenancy is bona fide; 
(i) The defaulting tenant has va- 


cated, or steps have been taken to com- 
pel him to vacate the property; 

(iii) The defaulting tenant is not 
occupying any other property owned by 
the assessee; 

(iv) The assessee has taken all rea- 
sonable steps to institute legal proceed- 
ings for the recovery of the unpaid rent 
or satisfies the assessing officer 
that any legal proceedings would 
be useless. 


Query: I have rented out my 
house in Delhi. Recently ! 
earned Rs 60,000 by putting up 
a display of an advertisement 
hoarding of a multinational 
company on the roof of my 
house. Kindly explain the tax 
treatment. 
The Calcutta High Court, in the case of 
Mukherjee Estate (P) Ltd. v. CIT [2000] 
113 Taxman 313, held that the hoardings 
let out by the assessee were neither a 
part of the building nor the land appur- 
tenant (attached) thereto. Therefore, 
permitting some companies to display 
their boards on hoardings could not be 
taken as income from house property as 
hoardings could not be treated as part of 
the building. 

However, since you earn income on 
the hoardings, your income of Rs 60,000 


| would be chargeable for tax purposes. It 


| would come under the category ‘In- 


come from Other Sources. 
Vinod Gupta is a practising chartered 
accountant and a tax expert. Send your 
queries to tax@bworldmail.com. 
General issues from the queries are 
taken up in the column. 
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BSE 500 "PEE 1948. 43 . 1680.64 Dow Jones* | 9737.79 
BSE200 — 63282 BSEHC — 212911 FTSE 100* — 437120. 
BSE 100 2551.80 BSETECk 1088.20 Nikkei-225 - | 1022622 
S&P CNX 500 1262.65 Straíts Time |. 1717.36 


pesi | . 8180.75 
| 2375.30 


veza ere pns ah tpe Ser ten rena HAT asnan js htt ete Sape Pero tai P 


KLSE Composite JJ 790.31 048 V. 


REA heated oe Aang Med evene VM ou SSH ha en P eile: Hi S Doe m nsa Ne EIN Pos n iaa Rape aas 


CNX Midcap 200 1429.55 


meterse ren teeta hn rn mane aa wana va ana s a Nae Pseud x ed DS A TE fa E Seas Se aa 








Change [* à 52-week (Rs) 
30-day I High/Low 
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Zee Telefilms 










i (599 . 152/60 Dena Bank - . 290 
Motor industries ` 59.5. 10, ,925/3 ,071 Federal Bank 7 200/68 | 
Gillette India | 49.0 . 625/260 indian Overseas 33/12 
Lupin 45.5 625/260 . Union Bank of India (55/15 - 
Punjab Tractors 44.4 237/17 FA Bank 297/80 
NIIT | 43.5. . 209/03 vide 75/21 
Indian Hotels Co. 40.0 - |. 410/139 Bank of India -70/28 
39.8 .1,762/791 Kochi Refineries - 173/40 
391 474/117 Chennai Petroleum 90/26 
3741 .. 501/195 Andhra Bank —— 48/15 
_ 36.6 - 124/50 Y Sew sssi 35/13 
338 | 393/129 indusind Bank 30/14 
29.7 . 348127 ViayaBank — 40/11 
29.4 5 „150/2, 420 Canara Bank _ 146. . 162/40 


eA sassa be pia tdnemen t ansa sits 


Closing figures as as on 12 November 2003. P-E has been calculated on the basis of the earnings of the last 4 quarters. Shares ; are from BSE A Group 


Shares With High P-BV Ratios Shares With Low P-BV Ratios 


| Change (%) 52-week (Rs) | | Price (Rs) P-BV ratio Change (% TET -— {Rs} 
30-day High/Low | n aa Mey — High/Low 
. 614/165 Himachal Futuristic 0.18 45/11 








| Price TM i ra ratio 



















1,098/135 — SSI | 0.22 151/54. 
618/500 GTL 0.31 100/49 


75/21 
6116 
.S8/25 
_ 93/40 
-17/5 
..29/9. 
150/13 


.5,150/2,420 Videocon inti 
51/7 IDBI 
M 762/791 Ceat 

200/135 Karnataka Bank 
. 616/260 National Org. Chem. 
1,075/496 Dena Bank 
389/180 CESC | 


Closing ligue a as on 12 November 2003 Closing aguas as on 12 NiNeniber 2003 
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Mutual Funds 


Return — Return Return — Return Return — Assets 
6 months iyear Zyears 3 years SP {Rs crore} 





EQUITY: DIVERSIFIED 


Reliance Vision ú 


DSPML Opportunites - 

HDFC Equity —— B 
iiem India Prima. f I | i | I - 
HDFC Top 200 Min 
Prudential ICICI Power ——— 
Templeton India Growth | m 
Franklin India Biuechip | 
Alliance Equity — — —— 
Biria Advantage — 

Franklin India Prima Plus | 

UTI Master Growth 


———— "EET Eee 


BALANCED: EQUITY-ORIENTED 


HDFC Prudence ` Soa 
DSPML Balanced 

Tata Balanced | 
MEE cen 
a e MNA 
E qiie 
Sun F&C Balanced - "T" 
Prudential ICICI Balanced _ 
FT India Balanced E 
Franklin India Balanced — 
GIC Balanced E 
D em 


—«———— — Bey a net ni any aaa a anaana aiaia a 


DEBT: MEDIUM-TERM 


HDFC Income Fund f 
Templeton India Inc. Builder 
Principal income - 

JM income Fund-G 
Sundaram Bond Saver 
DSPML Bond Retail 
Grindlays Super Saver Inc. 
Birla income Plus | 

HDFC High Interest 
Prudential ICICI income —— 
Templeton India Income 
Kotak Bond Deposit 





— aian: 


Rate of returns are annualised figures in %, except for the 6-month rates, which are absolute. in 
each category, schemes with the largest corpus (and not having any single investor with more 








| Alstom Projects India 

eee | Divi's Laboratories 
9-4 Apollo Tyres - 

x Castrol India 


see “ x GlaxoSmithKline Cons. Health. 
As on xn November 2003 f 





MF ACTO IN bilis 





| 1 Company 


|. TOP 20 SHARES BOUGHT 


Maruti Udyog E 
Grasim Industries — 
State Bank of mda — 
Hindalco industries 
Hero Honda Motors I i BE 


Steel Authory ofindia — 
HCL Technologi E. E 






As g ociated d Cement Cos 
Reliance | industries 
uc Housing Finance 

Punjab National B Bank 
MphasiS BFL 

Vijaya Bank | ú 

icici Bank 

Bajaj j Auto Í 
Digital Globalsoft | MEE — 











TOP 20 SHARES SoLD 


Hindustan Petroleum 
Bharat Petroleum Corp. 
Tata Motors 

Tata iron & Steel Co. 
Mahanagar Telephone Nigam 
i-flex Solutions l 

Canara Bank 

indian oit Corp. 

oil & Natural Gas Corp. 
Bharti Tele-Ventures 

Cipla 

Oriental Bank of Commerce 
Hindustan Lever 

National Aluminium Co. 
Bharat Heavy Electricals 







x The Top 20 listings above are based on data 


Returns on Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months | 
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than 25% of the holding) are ranked in order of 1-year returns. SIP (Systematic Investment Plan): | for all open-ended mutuai funds except UTI 


Source: Value Research india 
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silks Fixed Deposits 





S 46-60 days 61-90 days 
State Bank of Patiala — 500 _ 
HDFC Bank — 450 | 
ICICI Bank $375 /—— 
Allahabad Bank — — Q5 
State Bank of india — 500 -— 
Kotak Mahindra Bank 475 
Corporation Bank — — 4,50 
Canara Bank i 425 .— 
Punjab National Bank 4. 50 
Figures are interest. rates per annum (96) DIN 
Company Deposits 


Conpany 


RATING CATEGORY - EQUIVALENT 1year 








Cholamandalam Invest. & Finance Co. 
HDFC 


Bajaj Auto Finance 
RATING CATEGORY - AA OR EQUIVALENT 
Chambal Fertilisars and Chemicals 


PNB Housing Finance | 
Mahindra & Mahindra Fin. Services 





M: monthly; Q: quarterly; H: half-yearly; Y: yearly; C: cumulative 


Delhi Rental and Capital Values 


So far, the residential market has been pretty active. But in the next 3-4 
months, we expect sluggish leasing activity, especially in the higher-end 
South Delhi areas, as fewer expatriates ome in during the year end. 


Lactation 


West End, Vasant Vihar u 


Panchsheel Park, Def.Col. 4,000-5,000 
















Kalkaji* 2,000-2,500 
Gurgaon Grade A 3 200-3. ‘000 

| ade 1,400-1,800 
Noida Grade A i ,400- 2, 000 


91-179 days 





Grane 3 years D 












-7,000-10, 


6 m-1 year | 1-2 years _ 2-3 years 3-5 years 


. s: 50 
920 — 
5.50 


I “Source: Client Associates 





| Curren 
loid ratit 












icici Bank | —LAAA 
Sundaram Fin, I MAAA 
The Indian | LAA+ | 
Hotels Co. ets 
Medpat Finance (MA-)* 
Vibank Housing FAA 
Finance l 

Bank of India  AA+/Stable 


FD: Fixed Deposits; LTB: Long- term bonds; NCD: non- 
convertible debentures; ICRA LAAA & MAAA: Highest 
Safety, LAA: High Safety, MA: Adequate safety 
CRISIL FAAA: Highest safety, FAA & AA: High Safety; 


Source: Client Associates * Rating withdrawn; +/- Comparative in a category 


Bangalore Rental and Capital Values 


The real estate market has been witnessing stable rents across all micro 
markets for the last few months. This trend is expected to continue in the 
near future given the current schnell situation. 


Capital val 






fapt) (Rs/month) IR 






! $$ " s/sq. ft 
Richmond Rd, Lavelle Rd 2,200-3, 800 
Palace Orchards - .2,000-3,500 - 
Indiranagar 1, 800-2,600 : 
Koramangala 1,400-2,500 — 
Banasankari, Jayana 4, 300-2, 200 


Notes: Delhi rental rates are for 1, 800-2, 500. sq. 7 ft apartments *except in 

Mayur Vihar and Kalkaji, where rates are for 1,200-1,800 sq.ft apartments 

Bangalore rentai rates are for 2 BHK apartments of size 1,200-1,400 sq. ft 
Source: Cushman & Wakefield India Research 


Your [Insurance 


Health ed SUO sanus 


Maximum 

























e NL . (50) (60) (65). 









Andaiam — a 4685 | | | 2,436 à 2945. | 2,943 
E 1,308 2,463 NA | NA. 





IQ si Pid E His ————MÀ “idae. iele isis le Wiksan E Pod chis ARE 


@inctusive of service tax “If salary «Rs 10,000 p.m. max cover: Rs 8 lakh “¿Post hcapitalisation 60x of cover or Rs 5 lakh, "whichever i is lower 


cover (Rs) 


4,674 1,674 2,431 2,431 3273 


Family 
discount 


No claim Hospitals Coverage Age for med, 
Bonus covered —— days"” exam. [years] 


Source: Client Associates 
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in the public interest by 








Á 
BI MUTUAL FUND 





Understanding the complexities of finance is certainly difficult. One wrong decision could lead 
to many problems. Let a mutual fund manager step in. He can offer various schemes based on 
your risk-taking capacity and financial goals. For instance, you could choose a high-risk yet high- 
gain equity fund. Or opt for the low-gain low-risk debt fund. To benefit from both, you can also 


—— HÉÁ 





invest into a balanced fund. For more details, contact your nearest Mutual Fund office today. 




















— ^ 








&BIMF Investor Service Centres: Ahmedabad: (079) 550 7442, Bangalore: (080) 227 2284 / 212 2507 / 212 3784 Bhilai: (0788) 227 326! / 5010955, Bhopal (0755) 255 7341 / 528 8277 1 522 3981 Bhubaneshwar: (067 
Chandigarh: (0172) 709 728. Chennai: (044) 282 93384 / 85. Coimbatore: (0422) 230 3863. Ernakulam: (0484) 23! 8886 / 232 0107. Goa: (0832) 564 2475, Guwahati: (0361) 252 1993. Hyderabad 
adore: (0731) 54 1141 / 245 944 Jaipur: (0141) 256 7354 1 257 4134 Kolkata: (033) 228 21471 / 2816 Lucknow: (0522) 221 5668 / 228 3884, Ludhiana: (0161) 244 9849, Mangalore: 
New Delhi: (011) 233 15058 / 7262, Patna: (0612) 268 2306 / 5665. Pune: (020) 567 0961 / 1524, Ranchi: (0651) 23! 5212 Siliguri: (0353) 253 7065, Vadodara: (0265) 222 562 





Asset Management Company: SBI Funds Management Pvt. Ltd. Principal Trustee: State Bank of India. Risk Factors: Mutual Funds and Securities Investments are subject to market 
asks and there is no assurance or guarantee that the Fund's objectives will be achieved. As with any investment in securrties, the NAV of the units issued under the scheme can go 
p or down depending on the risk factors and forces affecting the capital markets. Past performance of the sponsor/AMC / Mutual Fund does not guarantee the future 
performance of the schemes of the Mutual Fund. State Bank of India, the sponsor, is not responsible or liable for any loss resulting from the operation of the schemes beyond the 
initial contribution made by it of an amount of Rs. 5 lacs towards setting up of the Mutual Fund. Please read the offer documents of the schemes carefully before investing. 
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Premium i in Rs (Entry age/coverage period in yrs) 











| MAN © (30/25) (40/20) (50/10) — (55/10) 
HDFC Standard Life oup | : | | | 
Level Term Insurance 5 to 30 yrs uia Rs 1 lakh x 3,050 5410 x 8,320 x 12,600 
ICICI Prudential Sto25yrs ` Rsilakh | 3,043 | 5,111 | 8498 | N.A. 
Max New York Life : "REM TM NIMM 
Birla Sunlife . ME : ej | 
Stand Alone Term 6,10,15,20,25 yrs. 1 iion x ia | ee | nea | 13,100 
Life insurance Corp. 10 | i Rs 5 lakh x N | 4 | x 
Anmol Jeevan ,15,20 yrs s ° ia | A. x 6,6 5 | 11,204 | N.A. 
Notes: Any critical illness detected after the policy has been taken wil not have any impact on the premium — — = Source: Client Associates 


Free look period of 15 days for all policies as per IRDA regulations — *Cover is for a five-year period 


Your r Borrowings 


Credit Cards 
| o Joining Annual m T 


E fee IRs) : fee RS N 





15,00,000 Rs 75 or 2.596* +2.95% int. 










ICICI Gold 

HSBC Gold 40,00,000 Rs 100 or 2.596*- 2.9596 int. 
Stanchart Exec. 8,00,000 Rs 80 or 2.5%* +8% surcharge 
HDFC Bank Gold ` .25,00,000 Rs 150 or 2.596 +2.65%* int. 
ICICI Silver 6,00,000 Rs 75 or 2.5%* +2.95% int. 
HSBC Silver 15,00,000 Rs 100 or 2.596* +2.95% int. 
Stanchart Classic 4,00,000 Rs 75 or 2.5%* +8% surcharge 
HDFC Bank Silver . 4,00,000 Rs 150 or 2.5965* +2.65%* int. 
SBI Inti Card ) 6,00,000 Rs 75 or 2.25%* +2.95% int. _ 


Notes: Rack rates have been given above *Whichever is higher *For HDFC accountholders: 2.45% “in days Source: Apnaloan.com 


Home Loans 
- BankHFimame č F - Uptron 
ROI (961 EMI* (Rs) ROI (96) EMI* (Rs) 





^. No charges on prepayment up to 25% of loan each 





HSBC 1213 1,254 year. 2% charge on additional 25% of loan prepaid 
i O, 
ABN AMRO Bank N.A. 1,111 ye No prepayment allowed in the first 2 years. 2% 
_ Charges from 3-5 years. No charges after 5 years 
2d 24 70, 
HDFC 1271 1,227 .50 No charges on part prepayment. 2% charges on 
EN “transfer to another financier 
| | =: Ne charges on part prepayment. 2% on amount prepaid 
ICICI Bank 187 1,187 and on all pre-payments in final pre payment year 
e. T 9 I 
State Bank of India 1,240 1,227 25 No charges on part pre payment. 296 charges on 
| (0v foreclosure of loan 
È ad Gl: No charges on part pre payment. 296 charges on 
inia ional Bs Rei Q 
Punjab National Bank 1,240 | 1,227 e 3309 EE TT 
" AES c Rs 100 No charges on part pre payment. 196 charges on 
iia k 1,254 1,240 i 
*EMI p per lah. fr 10-y -year e «Festive atari rates “e+ Offer v valid: up to 026 November. ep, 5% procesne. 1% morteaga charge “#Statutory a and ! legal chaiges: 
Rs 2,400 p.a. *6% in the first year, 6.5% in the second year, and 7.5% the third year onwards Source: Apnaloan.com 


Banks, insurance companies and others can send their data to personalfinance@bworidmail.com 
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Wow!... 2000 ATMs... and still growing! 
From Kashmir to Kanyakumari... 
..NETWORKED ALL THE WAY! 


Hurry! Open an account with SBI or its Associate Banks - today! 
And draw cash from any State Bank ATM. 
Free Debit Card available for a Savings Bank balance of just Rs. 1000/-. 


With you - all the way 


*For Information : Call 160 


Take a look at : www.statebankofindia.com / www.ontinesbi.com 


*Call Centre at NewDelhi, Mumbai, Kolkata, Hyderabad, Bangalore, Chennai, Bhopal, Chandigarh, Lucknow 
Bhubaneswar. Atother centres please contact the nearest card issuing Branch or E maii at sbicashplus@vsni.net 





Som Mittal is chairman of 
Nasscom 








How well did Nasscom handle the backlash 
against offshoring? Has it neglected the small 
and medium companies? What will be its future 
charter? Nasscom chairman Som Mittal dis- 
cusses these issues with BW in a curtain raiser to 
Infocomm 2003 to be held in Kolkata from 
16-19 November. Excerpts. 


m While a section of the industry feels that you 
did a good job of handling the recent backlash 
against offshoring, there are some who feel that 
your approach lacked aggression... 

The backlash is a US-US issue and it's not our 


job to educate their politicians and public on | 


why outsourcing makes sense. Some of the 
largest US firms are present here and they have 
to do the talking. We support them, so we have 
started gathering information on major eco- 


passed on to academic institutions and user 
groups such as the IT Association of America, 
the US Business Council, and the Confedera- 


tion of British Industry. Outsourcing is a global | 


‘Offshoring is 
here to stay' 









man, Sasken) which meets regularly to discus 
problems and common issues. We are helpin: 
them upgrade their profile, like we have a 'spo 
the star contest’ on our website where we high 
light a company in detail. We are also bringin; 
out reports on how Indian companies can en 
ter other countries; small companies can't af 
ford to do the research themselves. 


m Where is Nasscom headed today? 
Ten years ago, Nasscoms role was to positior 


| India Inc. as a brand. We lobbied with the gov: 





ernment regarding telecom regulatory issues 
But today, offshoring is a global phenomenon 
We must gather a better understanding of how 
international policies and laws work. So we 
have expanded our secretariat and opened of- 


. fices in the UK and the US and have also taken 
nomic trends and global issues, which we have | 





phenomenon; today it's affecting India, and to- 


morrow it could be China and eastern Europe. 


* What were the findings of these researches? 

An interesting observation is that the US has 
the lowest unemployment period (the average 
time a person stays unemployed), which shows 
that the US economy restructures itself quickly. 
Although job loss, now, is an emotive issue, the 
US will come up with something innovative. 





m There is an industry perception that Nasscom is 
interested only in the large Indian firms. The SME 
sector feels left out. The gap between them is 
growing and the future looks bleak for the SMEs. 
What is Nasscom doing about that? 

A lot of SMEs are in trouble because of faulty 
business models. They got funded during the 
IT boom and got into trouble after the melt- 
down. We can't get them customers; we are not 
their marketing arms. But we have a forum for 
product companies led by Rajiv Mody (chair- 








on board researchers and economists to un- 
derstand global trade and business life cycles, 
We are currently putting together a blueprint 
for our new position. We will disclose that soon. 


g What kind of changes can one expect? 

To begin with, we want our members to play a 
much larger role. We have to find a way to 
utilise more effectively the ample talent and 
leaders the industry has. For example, Bhaskar 
Pramanik of Sun is helping to identify the needs 
of MNCs; Ram Raju of Satyam is working on 
policy frameworks for WTO and so on. 


& Can you give a glimpse of what are some of the 
things that you are currently involved with? 

We are working closely with the government on 
framing policies for the WTO. For example, 
there is a global market for India’s service in- 
dustries, which is still protected. The world’s 
ageing population needs healthcare and we 
could provide that solution. We have also put a 
proposal for professional visas, which is differ- 
ent from H1-B, work permit or a business visa. 
None of these visas really capture the needs of a 
professional, who must have the flexibility of 
travelling for varying periods for work. * 
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 JobStreet showcases the pick of jobs for the week. LIE ku 


BPL Mobile Communications Ltd 
Deputy Manager-Network Performance, Mumbai 
B.E/B. Tech, RF Engineering, Erlang Capacity Theory, Unix with 3-4 yrs exp 


Intel Technology india Pvt Ltd 
Business Development Manager, Bangalore 
MBA/PGDBA/PGPM, extensive consultative. negotiating and processing skills with 5 yrs exp 


‘india Pvt Ltd 





| HR Commodities. Specialist, Bangalore 
.. Most MBA/PGDBA/PGPM, strong communication leadership. business 
_ accurate partnering skills with 7 yrs exp 


Castrol india Limited 
Product Manager, Chennai 
B.E/B Tech with 6-8 yrs exp 


The indian Seamless Metal Tubes Limited 
ee Pune. 

MBA/PGDBA/PGPM, Materials management. Vendor 
development imports with 10:12 yrs exp 


Jobstreet Select 

Senior HR Manager-Compansatinn & benefits (Leading 
DT E SA "Bangalore 

E MBA/PGD A/PGPM with 8-12 yrs exp 


jt CavinKare Private Limited 
.. Area Manager, Across Ina 
MBA, PGDBA/PGPM, FM 
exp 
Elf Lubricants India Lid. 
Sr. Executive sst Manager - Legal. Mumbai 
LLB with 57 ys ep 











SG. Foods. Sales with 2 yrs 









 Adamya Techn ocrats Eo 
. Manager - Finance & Admin, Bangalo: 
 MCom, Sm, MI DTA Wi ith 8 "Sé 














BROWSING 


Ketan Sampat 
President, Intel India 


I have just finished IN AN ANTIQUE 
LAND by Amitav Ghosh. The story, 
about a Jewish trader set in 1 1th cen- 
tury Egypt and South India, is an ut- 
terly fascinating account of a time 
when vibrant trade and globalisation 
were taking place. I have also read the 
author's Glass Palace. Ghosh has a 
real knack for bringing alive the his- 
tory and culture of times gone by. At 
any given time, I try and read 4-5 
books. I like to read about Japanese 
and Chinese life as portrayed by dif- 
ferent Asian authors. Recently, I read 
Women of the Silk by Gail Tsukiyama. 
Its about a Chinese girl who goes to 
work in a silk factory in the early 20th 
century. I am fascinated by history 
and culture and, hence, the books I 
read centre on these themes. It's a 
nice break from the high-tech work 
that I am surrounded with. m 


ALERT 
The Inner Edge 


By Richard A. Wedemeyer and 
Ronald W. Jue (Tata McGraw-Hill) 





WITH a foreword by 
the Dalai Lama, The 
Inner Edge recom- 
mends 'pragmatic 
spirituality' as a 
means to align one's 
innate inner strengths. 
By doing this, say authors 
Wedermeyer and Jue, you can 
improve your perception, 
decision-making and interper- 
sonal communication. A do-it- 
yourself for those looking for 
meaning in their work life. M 











VIKAS DHOOT 


MAGINE that each stock had a 
face that reflected its fluctuating 
inner beauty. Then investing 
would be all about avoiding stocks 
headed for 
wrinkles and double chins, while 
betting on which ones will retain or 
attain pristine beauty, whatever the rav- 
ages of time. 

On the other hand, consider the 
possibility that some faces were listed 
stocks in the market. How would you 
value them? Would you value Harshad 
Mehta at the thousands of crores that he 
swindled from the investing public or at 
the replacement cost the market would 
have to incur to create another 
Mehta? How would you 
value a C.R. Bhansali or a 
Ketan Parekh? On the basis 
of the high decibels they 
were able to generate in 
the market that drowned 
out any rational thinking? 





Though Debashis 
Basu's new book on what 
creates and destroys 


shareholder value in India 


lasting scars or | 














Ugly truths 


will not be ableto come up with answers 
to these questions, it provides some 
strong clues. But before we go further, 
we need to understand what the value 
of a stock is to the shareholder. Simply 
put, it's the difference in the price from 
the time of purchase till date, plus the 
dividends received in the interim 
period. These two factors add up to 
what is known as total shareholder re- 


| turn. According to Basu, value is a factor 


of performance and perception, but 
neither factor on its own can drive value 


| towhat companies might consider their 





wi 


fair value. 

Face Value is the culmination of al- 
most 10 years of meticulous research on 
the Indian stockmarket by Basu's firm 
Kensource. While tak- 





FACE VALUE 
Creation and 
Destruction of 
Shareholder Value 
in India 


L UUL 


By Debashis Basu 


KenSource 
Page ‘ 00 


price: Rs 


Error, terror — 


HERE is terrorism, the straightfor- 
ward kind where people, build- 
ings and planes are blown up. As 
nightmare scenarios go, this is Pe- 
ter Pan stuff; the bigger terror lies in run- 
away technology. The risks that bio, cy- 
ber and nano terrorism pose, either by 
design or by misadventure, are such 


| a research professor at Cambridge Uni- 


versity with impeccable credentials. He 
is Britain’s Astronomer Royal and for- 
mer president of the British Association 


| forthe Advancement of Science. When a 
| scientist of his standing writes about the 


that mankind has no more than a | 


50/50 chance of surviving this century. 
If only this were the crazed dooms- 
day warning of a religious cult leader or 
a neo-Luddite, we could have dismissed 
it. Unfortunately, the pessimistic fore- 
cast comes from Martin Rees, an inter- 
nationally reputed cosmologist. Rees is 
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unpredictable consequences ofthe new 
technologies nervousness sets in. 

The nuclear risk also worries him. 
Although the Cold War is dead and 
buried, Rees fears new political realign- 
ment could lead to another flashpoint. 
But this, he says, is the lesser threat fac- 
ing humanity even if the nuclear arse- 
nal cannot be 'eradicated or un-in- 
vented’. The bigger risks emanate from 








BOOKMARK 





about share value 





ing one through the ups and downs of 
Indian stocks over the last decade, it tells 
you some startling facts, too. Did you 
know, for instance, that of all the 
5,000-odd listed stocks in India, only 38 
could deliver shareholder returns of at 
least 1596 per annum in the seven-year 
period of May 1995 till May 2002? In- 
deed, ever since the market opened up 


in 1991, investors have had a rough | 


time. After the massive destruction of 
investor savings that's taken place, it's 
hardly surprising that the current 
six-month upswing in the market has 
failed to lure the retail investors back. 
Clearly, the Indian investor is jaded. 
If the incessant scandals and financial 
crises were not enough, over the last 
many years theres also been a deluge of 
data, opinions — and plain noise — 
about the market, none of which has 
added any clarity. Face Value, therefore, 
comes at a crucial time. The book brings 
out skeletons and also exorcises the 
mysteries surrounding the large-scale 
losses suffered by shareholders at the 
hands of ‘reputed’ industrialist families 
through the 1990s. By using real cases of 
massive shareholder value destruction 
and blowing the whistle on what caused 











DEBASHIS BASU 
worked as a busi- 
ness journalist 
before setting up 
the information ser- 
vices and research 
firm, KenSource. He 
is the co-author of 
The Scam 





it, the book's first part serves as a frank 
but brutal reminder to investors about 
the pitfalls of investing blindly. 

In the second part, Basu tries to 
throw light on what kind of company 
initiatives actually create value and 
what are just facetious attempts at im- 
proving investor perception of value. 
But he also examines the attempts at 
linking the idea of shareholder value to 
other ‘fads’ in the global capital markets, 
such as corporate governance. 


the strongest buzzwords today, but it is- 
nt as yet a major issue for shareholders. 
According to Basu, people may cite the 
example of Infosys for its high standards 
and transparency and try to link the 
company’s corporate governance pol- 
icy to its shareholder value creation 
record. But it must be remembered that 
corporate governance, like ‘honesty’, is 
difficult to enforce through a 
governance code. 

This compilation can be a formida- 
ble weapon for investors as they try to 
cut through the thicket of misinforma- 
tion and hype in the market. Not only 
does Basu blow the whistle on shady 


| deals between companies, financiers 


Corporate governance is supposed | 


to be responsible company behaviour 


towards its shareholders. That is fine | 


since we probably need some dos and 


don'ts by which companies can be | 


judged. But it is unclear how a code can 
do much more than what a fairly regu- 
lated and a transparent market can. 
Corporate governance maybe one of 








and do 


technology that we cannot control. 
"Populations could be wiped out by 
lethal 'engineered' airborne viruses; hu- 
man character may be changed by new 
techniques far more targeted and effec- 


tive than the nostrums and drugs famil- | 


iar today; we may 
even be threa- 
tened by rogue 
nano machines 
that replicate cat- 
astrophically, or 
by 
gent computers," 
warns Rees. 

The capacity 








superintelli- | 





msday 


for destruction that was the prerogative 
ofthe superpowers is now well nigh uni- 
versal. "We are entering an era when a 
single person can, by one clandestine 
act, cause millions of deaths or render a 
city uninhabitable for years, and when a 
malfunction in cyberspace can cause 
havoc worldwide... Indeed, disaster 
could be caused by someone... incom- 
petent rather than malign." 

He has worse in his cosmic sights. 
"Other novel risks can't be completely 
excluded. Experiments that crash atoms 
together with immense force could start 


| achain reaction that erodes everything 


on Barth; they could even tear the fabric 


BUSINESSWORLD 81 24 NOVEMBER 2003 





and intermediaries, among others, but 
he also highlights the role of the busi- 
ness media in adding to the shrill confu- 
sion in the market. An eye-opener on 
thisis the book's appendix which reveals 
how the value creation studies pushed 
by leading publications have seriously 
flawed methodologies. So, whether you 
are a naive investor or a chief financial 
officer seeking to improve your com- 
panys perception in the market, Face 
Value has the kind of tips that will help 
your portfolio glow. in 


OUR FINAL 
CENTURY 
Will The Human 
Race Survive The 
Twenty-First 
Century? 

By Martin Rees 


William Heinemann 
Pages: 228; price: £17.99 


of space itself, an ultimate 'doomsday' 
catastrophe whose fallout spreads at the 
speed of light to engulf the entire uni- 
verse." So what happens on earth could 
have implications not just for human 
life, but also for our galaxy and beyond. 
That's a scary thought, and Rees makes 
sure that the nightmare never ever 
leaves you. * 


LATHA JISHNU 













"€ HE last time India saw the Jayalalithaa gov- 
 ernment on the rampage was at the early- 
morning arrest of M. Karunanidhi — men in 
police uniforms dragging a screaming old 
man down a staircase. That is how Jay- 
alalithaa fulfilled an ambition of hers — to make 
Karunanidhi eat from the same metal plate from which 
she had to eat while in jail. Here was the machinery of a 
state being used to take personal revenge. 

The men who called themselves police behaved 
somewhat better when they visited the offices of the 
newspaper The Hindu to arrest the top management. 
They did not scuffle, they did not drag people about, they 
did not beat or tear clothes. It may have been because it 
was a newspaper office and 
cameras were ready to roll: at 
Malini Parthsarathi’s house, 
where there were no cameras, 
they had no difficulty in show- 
ing their uncouth side. Nor did 
they have any compunction 
about driving into another 
state and trying to intimidate 
the editor of The Hindu out of 
the public eye in Bangalore. 

Or maybe they did not have 
instructions to go berserk. Af- 
ter all, it was not the dignity of 
Jayalalithaa that had been of- 
fended this time, it was the dig- 
nity of the House of Tamil 
Nadu. And how was it of- 
fended? By graphic reports of 
the undignified manner in 
which the members of the House had conducted them- 
selves — and how partisan the Speaker had been in deal- 
ing with their infractions. 

The press may not report the whole truth — it would 
take too many column-inches to do so. It may also misin- 
terpret events. But it does not invent. The Hindu's account 
of the proceedings in the House has never been charged 
with inaccuracy. An accurate report may be unflattering. 
But a Speaker that was mindful ofthe dignity of the House 


would have rejuvenated the internal judicial machinery | 


of the House. He would have called the party leaders and 
tackled the causes of disorder. The Honourable Speaker of 
the Tamil Nadu House has been looking the wrong way. 
Instead of hounding journalists, he should have looked 
within the house. He should have asked it to heal itself. 
And ifhe was not capable of it, he should have resigned. 
The fracas is not yet over. N. Ram fears further hooli- 
ganism from the government of Jayaland; he has asked for 
and got the protection of central security forces. The Hon- 


AMNERE NAA NAAA a inet fe ben Gunes ema Nn eM WM ea Seal iene nn Pe RUA ft RYN AAP AAAA ad 


The Tamil Nadu Speaker 
should have looke 


the House, instead of 
hounding the journalists 





Ji yl t) | Eo 


| intol r n 





ourable Speaker has yet to reply to the notice of the 
supreme Court. Full as he is of umbrage, he may well take 
offence and rashly invite a confrontation with the highest 
court in the country. 

But before he does that, he should take a moment to 
reflect. Why is it that not even Jayalalithaa' best friends — 
be it Chandrika Kumaratunga or Narendra Modi — why 
has none of them spoken a word in support of the 
Speaker's action? Why has it met only condemnation all 
over the country? Surely, it cannot be that all of India hates 
Jayalalithaa, her party and her state. There must have 
been many who admired her for the way she cooked the 
goose of civil service trade unions; why did they not 
march for her? 

Maybe, if the he thinks that 
far, he will make the next leap, 
and ask himself whether there 
are not better ways of 
conducting himself and his 
House. Maybe he will wonder 
whether 'off with their heads' is 
the best way to deal with the 
press. Maybe he will contem- 
plate the possibility of a far bet- 
ter, more constructive relation- 
ship between politicians and 
the press. 

For in all vigorous democ- 
racies, politicians have to live 
with an obstreperous. press. 
Some politicians do it better, 
others less well. President Rea- 
gan was as clueless about his 
job as some of our prime min- 
isters; he had as extreme prejudices as America’s present 
president. The press did not let him off when it came to his 
policies and actions. But personally his presidency was a 
cakewalk: the press simply loved the actor in him. 

If the Honourable Speaker gets that far, maybe he will 
give all a fair chance to speak in the assembly. Maybe he 
will ask the leader of the House, the great Puratchi Tailavi, 
to a coffee, and discuss with her how the sartorial appear- 
ance of the MLAs can be improved. Maybe between the 
two they will organise some lessons in public speaking for 
the members of the assembly. And maybe, maybe, they 
can lead the House to do its job, which is to monitor the 
performance ofthe government, and to prevent injustice, 
inefficiency and arbitrariness. 

And while she is in a mellow mood, he might suggest 
to her: why not use her once-considerable charm upon 
the editor of The Hindu? Why not enchant the press as she 
once did the film-goers of Tamil Nadu? She had it in her 
then; she has it still, ifonly she would give itachance. W 


within 
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JWT.3324.200: 


i STAY iit, 





Two years ago, Mumbai had 

'— been pronounced dead. Here's 

` the story of the plan to not just 

“resurrect it, but to turn itinto a 
truly world-class ci 





—-Lead in harmony. 
Discover a new you. 
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Available at the following ITC’s WILLS LIFESTYLE stores: Delhi South Exel; G.K.-1, C.P, Karol Bagh, Noi 
Hyderabad Panjagutta | Secunderabad M.G. Rd. | Ernakulum M.G. Rd. | Kolkata Shakespeare Sarani | Mu 


PIRAMYD and other leading apparel stores. 





Now also available at: 





A tempting range of solids, stripes and checks. Meticulously crafted from exquisite Egyptian cotton and 


superfine Australian wool. A fitting tribute to the new age leader. This Fall/Winter, discover a new you. 


WILLS 


GRAS SHG 
- Enjoy the change 





andigarh Sec.-17 | Lucknow Hazratganj | Ludhiana The Mall | Bangalore Brigade Rd. | Chennai Khader Nawaz Khan Rd. 
irden Rd., Colaba, Linking Rd., Lokhandwala, Vashi | Pune J.M. Rd. | Ahmedabad C.G. Rd. | Baroda Alkapuri 
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Myopic ideas 


— For most Indians, buying a car is 
aonce-in-a-lifetime occasion and 
they look for credibility in the auto 
company they are investing in. 
Unfortunately, Maruti Udyog has 
lost out on it lately thanks to its 
short-sighted strategies like red- 


ucing prices after over-priced and over- 
hyped launches. Also, Jagdish Khattar should know that 






there is no fixed pattern as to how buyers behave on their first and 
subsequent purchases. They don't necessarily graduate from two- 
wheelers to small cars to bigger cars. People only buy the kind of vehicle 
they need and could buy a small car to replace another. 


Veeresh Malik, Delhi 
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THE MODI MAKEOVER 

What a man at the helm with a fanatical 
bent of mind can do to destroy the 
states image and, consequently, its 
economy is evident in Gujarat’s case 
(Gujarat: Vibrant Or Plain Shaky?’, BW, 
10 November). Gujarat is paying for the 
follies of Narendra Modi. It has fallen 
out of favour with foreign investors, who 
are now heading towards ‘safer’ regions. 
If he does not take immediate steps to 
salvage Gujarat's reputation and make 
up for his blunders, it will not be long 
before Gujarat becomes another Kash- 
mir or Bihar. 

Satish Chavan, Via email 





REVIEW AND REVISE 

Company law ensures that all the part- 
ners in a partnership company are 
equally responsible to its clients 
(Cleaning Up The Companies Act, BW, 
10 November). But with the setting up of 
limited liability partnerships, partners 
might escape this onus which makes 
clients vulnerable in case the company 
shuts down. The clients will have no way 
to reclaim the amount they have paid in 
advance. So, before accepting the rec- 
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ommendations of the Naresh Chandra 
committee, the government needs to 


| review and revise it keeping in mind the 


1 Í 


interests of all the affected parties. 
Hasan Akmal Faruqi, Kanpur 


FOOD FOR THOUGHT 

If Pradip Baijal's policies are accepted, it 
will usher in a new era in the Indian tele- 
com sector ("Trai s Decision Changes 
Equation, BW, 10 November). When the 
world over, technology is being con- 
stantly upgraded to improve and com- 
plement peoples lifestyles, why is the 
Indian public denied this advantage in 
the name of justice to the telecom play- 
ers? Before accepting or rejecting the 
recommendations, the government 
should consider the consequences it 
will have on the common man. 

Kaushik Debnath, Via email 


CLARIFICATIONS 

In Cheers" (BW, 17 November), we said 
that according to the National Reader- 
ship Survey, the number of movie-goers 
fell from 32% in 1991 to 29% in 2002. The 
figures actually refer to reach of cinema 
per thousand people. 


@ With reference to the article ‘Loosen- 
ing Its Purse Strings’ (BW, 24 Novem- 
ber), in the box, 'Govt's $10 Billion List’, 
the first column should have been titled 
Buyer And Items Sought’ and not 
‘Buyer And Items Bought. 
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| Letters can also be sent to | 
editor@bworldmail.com | 


deme An htt mih rs rentre ae Hoe BEEN lA mI innen mnm m gone ttti amieta o S Mm rt ASA qe e Fl i hi itt eSI I ro st mt tete 





(t's loaded, but you 





— 


« IBM (O server xSeries. 
wrdable, high performance Intel® processor-based servers. 


ng for a server that'll bring together all your existing PCs into one viable network? 
229 and x205 are servers designed for file or print serving, point of sale businesses 
or companies with branches where cost-effectiveness is a high priority. 


you buy are compact servers that are power packed. They both come with the latest 
° processors, offering incredible power and amazing speed. Unique features like 
RAM and 533MHz Front Side Bus ensure that the performance of the processor is 
vised. There is also a 72-hour Predictive Failure Analysis (PFA) alert that indicates 
ems before they happen. 


«Series is eminently scalable and reliable. So not only will your business benefit from 
er productivity with the xSeries, but you can also rest easy in the knowledge that you've 
iht a server from an industry leader renowned for its reliability and performance. 


ly, the backing of IBM's service and support team, as well as warranty comes built-in. 


sidering everything, the IBM xSeries costs a whole load less than you imagine. 
to further ease the pressure on your wallet, from now till 31st December 2003, 
will give you more for your money with these incredible offers listed alongside. 





M is a registered trademark of International Business Machines Corporation in the US and/or other countries. Other company product or service names may be trademarks or service marks of their respect 
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dont need to be. 


IBM © server xSeries 225 


Intel® Xeon™ processor 28GHz (Dual Processor Capable) 


533 MHz Front Side Bus 
512 MB DDR RAM (Two way Interleaved ) 


Integrated Dual Channel Ultra 320 SCS! Controller with RAID 1 Capability 


Single 364 GB Ultra320 Hot swap SCS! HDD 
10/100/1000 Gigabit Ethernet Card Standard 
One 425 W Power Supply 

Red Hat Linux 80 (Free) 

3 years on-site warranty" * 


Estimated Street Price: RS. 1,19, 900/ -* 





Special Offer on xSeries 225: 
Get a free upgrade of 512 MB memory or 
a 36.4 GB HDD 


IBM (© server xSeries 205 
Intel® Pentium® 4 processor 267GHz 

533 MHz Front Side Bus 

256 MB DDR Memory Expandable to 2 GB 
Ultra 160 SCSI Controller 

364 GB Ultra 160 SCSI HDD (10k rpm) 
10/100/1000 Gigabit Ethernet Card Standard 
Red Hat Linux 8.0 (Free) 

1 year on-site warranty** 


Estimated Street Price: RS. 68, 900/-* 


Special Offer on xSeries 205: — 


Buy 2 servers and get Rs. 1,000/- off per 
server 


For more information 


www. ibm.com/shop/in 


1-600-445555 

e Bangalore - 6787216 
e Chennai - 24988508 
e Kolkata  - 22822126 
e Mumbai - 26533577 
e New Delhi - 23702022 
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Mumbai: Trying to get the gloss back 





SANJIT KUNDU 





COVER STORY Mumba’ s Makeover 


Mumbai, once the city of gold, now a city of chaos. Cities like Bangalore, Hyderabad and Delhi have stolen a 
march over Mumbai with the promise of increased business opportunities, improved civic planning and bet- 
ter quality of life. But now there are plans to rejuvenate Mumbai — to the levels of Shanghai and Singapore. 


s Life After The Unified A Shot In The Arm 
Licence For Rural Telephony ` 


Suddenly, the action has started The telecom regula- 
hottingup in the telecom sector. tory authority is con- 
Bharti Cellular has bid for six sidering a separate 
more circles. Reliance, on the category for rural 
other hand, has started offering service providers un- 
roaming services. der the new licence 


regime. It may be the 
best thing to happen 
to Indias villages. 


4 Bharti's Sunil Mittal: Sensing 
a new opportunity 





Interview Meet R. Sri Kumar, who is handling the in- Trying to get more telephone booths in villages 4 
vestigations in the Telgi stamp scandal. 
Power Trading Trading in power is an established 
Viewpoint: Tony Joseph China and India are practice in the West but is just picking up here. What power 
becoming competing brands — but with distinct identities. — trading can do even in a country that is power deficient. 
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50 Shopping Malls Devel- 
opers are rushing to set up shop- 
ping malls like never before. But 
these malls are going empty. 
What's going on in Mallville? 


4 Shashi Kumar, developer of The 
Hub: waiting for tenants 


58 Infotech The next big opportunity in IT, maybe as 
big as software services, could be infrastructure outsourcing. 





SPECIAL FEATURE 


ea Kickstarting An IT 
Revolution In The East 


McKinsey’ Rajat Gupta, 
IT minister Arun Shourie 
and Nasscom chairman 
Som Mittal were just some 
of the many luminaries 
present at the BW-Nass- 
com Infocom 2003. Some 
scenes from the event. 


Arun Shourie inaugurates Infocom 2003 as ABP’s Aveek 
Sarkar (L) and A. Lahiri (second from right) look on 





IN VOGUE 


so Ihe Other 
Side Of Office 


Life in a typical corporation is chaotic. 
Ideas are bread and butter, deadlines are 
short, and mavericks abound. An irrev- 
erent look at the workplace. 





84 Bookmark 4 white-collar child of a blue-collar par- 
ent — how does it feel like to be living a ‘limbo life’. 








COMMENT 


31 Ashok V. Desai Ifthe prime minister 
can dream of spending Rs 5.6 trillion on linking 
up rivers, is Rs 2 trillion too much for Bombay? 
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Businessworld 
State of the city 


F India is on the move and is only years away from join- 

ing the big power league, why are its cities the way they 

are? Not one of India’s leading cities can claim to be 

world-class in any sense of the word. Anyone who has 

been to Chinas new cities comes back completely sold 
on the vitality of the Chinese economy. Anyone who has been 
to India’s leading urban centres is likely to go into a state of to- 
tal confusion, trying to reconcile the evidence of civic decay 
that stares him in the face, with the macroeconomic numbers 
that suggest India is getting its act together. 





So when Businessworld's Mumbai bureau suggested a cover 
on the remaking of the city many months ago, it's fair to say 
that scepticism was high. Where is the political will to do what 
it takes to rebuild India's commercial capital? Where are the 
civil society institutions that will make change sustainable? 
Where is the money? Where are the plans? Not all these ques- 
tions have easy answers, but as 
Assistant Editor Shishir Prasad 
explains in this week's cover 
story, Mumbai may have put its 
darkest period behind it. It is not 
that Mumbai has suddenly 
found the answers to its prob- 
lems; it is that it has found the 
will to start tackling them. Turn 
to page 40 to see how. 


Businessworld | 
REM A KING 


Elsewhere in this issue, we look 
at how the concept and business 
of power trading has taken off 
and how an oversupply of malls and a short supply of retailers 
is causing problems in one of India's hottest emerging sectors. 
Obviously, both the consumers and the real estate developers 
are waiting for the retailing industry to grow up! 





Just as we were putting this issue to print came the news of the 
brewing tension between Assam and Bihar, two of the least 
developed states in the country. For long, economists have 
been issuing warnings about the increasing disparities be- 
tween regions, and the potential for trouble this causes. But 
note that trouble is brewing not between two states at differ- 
ent ends ofthe economic performance graph, but they are ex- 
periencing economic stagnation. It shows that economic dis- 
parity per seis not the main problem; economic stagnation is. 
It also goes to show that perhaps it is time for regional councils 
of states — a mechanism envisioned in the Constitution — to 
be put to work to speed up cohesive regional development. 


P di 


le 5 


TONY JOSEPH, EDITOR 
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M. AmbanicnatiómWide mobility 


HEMANT MISHRA 


HE unified telecom licence is 
now a reality. And as a result of 
a clear policy, the action in the 
sectoris hottingup. The Union 
government has suddenly become 
richer by Rs 2,100 crore with Reliance 
Infocomm paying up Rs 1,542 crore and 
the Tatas Rs 545 crore for the licence to 
move to full mobility. 

All the big players are scrambling to 
become pan-Indian service providers. 
Currently, Bharat Sanchar Nigam 
(BSNL) and Reliance are the only opera- 
tors with a nationwide presence. Re- 
liance has started offering mobility to its 
subscribers across seven circles. This 





| 


INTERVIEW/R. 


"Hecan 


R. Sri Kumar, additional director-gen- | 
eral, Karnataka police, whos heading 
the Special Investigating Team in the 
Abdul Kareem Telgi stamp paper scam 
discussed thecaseand thescamster 
with Businessworld's Mitu 
Jayashankar. Excerpts: 


m Dia Telgi's name 
figure in earlier 
police records in 
Karnataka? 

Yes, as far back as 
1997. A record of all 
these cases is on my 
website 


www.stampit.info PORET o- 
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TELECOM 


Life after the 
unified licence 


will soon cover the whole country. But 
Tata Indicom is also trying to move in as 
a unified operator, offering all services 
on one platform. To start with, it has ex- 
tended the coverage of its Delhi sub- 
scribers to the National Capital Region. 

The scene among GSM operators is 
no different. Bharti has put in an appli- 
cation for cellular licences in six circles 
— Rajasthan, Uttar Pradesh (East), Bi- 
har, West Bengal (including An- 
daman and Nicobar Islands), 
Orissa and Jammu and Kashmir 
on the 900 mHz band. So barring 
the North-East, it will have a foot- 
print all over the country. 

It has also started the process 
to move towards a 3G network. 
Right now it is in the process of 
testing the EDGE (Enhanced Data 
rates for GSM Evolution) network 
in Delhi. This means that it can 





SRI KUMAR 


get life” 


| start offering some of the value-added 
services that Reliance offers pretty 
soon in Delhi. 

Moving to EDGE is the first step to 
move into a full-fledged 3G network. 
That, of course, will require huge invest- 
ments over a three-year time-frame. But 
for now, the battle for the subscriber has 
grown to a new pitch. w 

ANUP JAYARAM 





S.Mittal: Bidding 
for six more circles 








nd telling everyone that he can buy 
out or influence any person he meets. 


gx Is it true that he has generously 


. helped his family and friends? 


. Yes, he has sent people on the Haj and 


E Dia you have any idea that this case 
would be this big? 
We were handed the case in January 
2002. During investigations, we re- 
alised there were several cases again- 
st him in many states. By last 
June, we had understood 
this was a really big | 
scam. I personally pre- 
sented a report to the 
finance ministry. 


= How does Telgi 
come across during 
interrogations? 
He is extremely shrewd 
and cunning. He goes arou- 


BUSINESSWORLD 8 1 DECEMBER 2003 


to Ajmer. He spends lavishly on local 
politicians. Not too many of his 
friends have come forward, they are 
afraid of him. 


m What is the worst sentence that 
Telgi can get, if the cases are tried? 
He can get life, or he can get just seven 
years in jail. Though given the num- 
ber of cases against him, he may get 
several consecutive terms. 


m Teigi has alleged that he 
contracted AIDS in custody... 

I have medical records going back to 
2001, before his arrest, which show he 
was HIV Positive even then. a 





TRIBHUWAN SHARMA 


VENTURE CAPITAL 


Finding exit routes 


VCs: Tightening purses 




















ARPIT SHARMA 


Source: Indi 
v. Indi 
Association an Venture Capitalists 


TART-ups may be hard 

pressed to find venture capital 

these days, but venture capital- 

ists (VCs) are still far from call- 
ing the shots with respect to existing 
portfolio companies. 

When Businessworld collated data 
from the industry, we found that out of 
the 81 exits pulled off by venture capi- 
talists over the last three years (2000- 
02), the majority has been buybacks — 
the VC sells its stake in an investee 
company to the promoter at a negoti- 
ated price, which is usually determined 
by the company. Last year, 15 out of the 
4] exits concluded by VCs were 
buyback deals. 

However, VCs themselves concede 
that the scenario is not as bad as it 
looks. Faced with a two-year slump in 
the capital markets, the industry has 
been forced to innovate on exit routes. 









The result: a slough of buybacks, trade 
sales and merger and acquisition 
(M&A) deals. 

Subsequently, VCs have also been 
able to reduce the number of write-offs 
in their portfolios. In 2001, out ofa total 
of 20 exits, only one was a write-off. In 
2002, there were none. 

While a public listing is usually the 
preferred exit route for a VC, trade sales 
(when a VC sells part of its stake to an- 
other fund or strategic investor) and 
M&A deals are considered the next 
best options. 

Such opportunities, though, have 
been few and far between till late 2002. 
Buybacks, therefore, emerged as a 
third option and have particu- 
larly helped those VCs 


in the investee 
companies. 


in an unlisted company, the only 


| way to get out, in the absence of an ini- 
| tial public offering (IPO) exit, is to sell 

| back to the promoters. Since the pro- 

| moter knows he's the only buyer, the 

| price negotiated for the buyback may 


not always be at the valuation that the 


_ VC would like,” explains Sanjaya Kulka- 


rni, managing director, Indian Direct 
Equity Advisors. 

After buybacks, it is M&A deals that 
are emerging as the next most preferred 
option for exits. Last year, VCs were able 
to conclude seven M&A exits as com- 
pared with four in the previous year. 
The pace of M&A deals is expected to 
accelerate this year along with trade 


| sales, which numbered five last year 


against four in 2001. a 
SNIGDHA SENGUPTA 


who held a minority stake 


“If you have a minority stake 


TECH STOCKS 


Googled! 


ECH stocks will make a 
T strong comeback in 2004 

and the much-anticipated 
Google IPO (there were whispers 
of a $40-billion valuation) will be 
the catalyst. So predicts Leonard 
Brody, founder, ipreo.com, a 
Canadian firm that uses Game 
Theory to generate activity in illi- 
quid markets. Ipreo (which Brody 
recently sold to MarketEra) was 
working on a stockmarket 
valuation tool with Red Herring 
and NEC Research Institute. 

In India to promote 
Canada, Brody told BW 
that given the enor- 
mous public faith en- 
joyed by the search en- 
gine ($700 million in 
revenue and $100 mil- 
lion in profits for 2003), 
the IPO could change 
market sentiments to- 
tally as regards tech stocks. Brody, 
who led Canadian firm Onvia 
through a $240-million IPO on 
Nasdaq, feels bourses move on 
pure sentiment. His sense is that 
like Netscape in 1995 and eBay in 
1998, Google's IPO would spark 
off many issues. Indeed, several 
US tech firms have delayed their 
IPOs so as to follow in Google's 
wake. Google CEO Eric Schmidt re- 
cently put months of intense spec- 
ulation at rest, when he indicated 
the IPO would be in April 2004. But 
Schmidt said the size of the IPO 
was likely to be in the range of $15 
billion to $25 billion. ç 
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Ë ly in a ved light avea ot school teacher 
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^" 
ia grew up in a red light district of Kolkata. An area where child trafficking and child sexual abuse were rampant. Jabala Action Research Organisation (JARO) rehabilitates 
nmercial sex workers and their children by providing educational facilities and setting up self help groups. JARO is just one of the 17 | child development initiatives which CRY 
»ports in India. JARO helped Rina become a postgraduate. Today, she teaches other underprivileged children. And it is only with your help that CRY can create more 
estones like Rina. 








CRY 


CRY Milestones. Changing lives forever. CHILD RELIEF AND YO 





d everv little bit helps. To donate or volunteer.log on to www.crv.org.or call us at: Bangalore 080-548 4952. Chennai 044-2467 1828. Kolkata 033-2414 8118. Mumbai 022-2306 3651.New Dell 
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= ALAL Street is merrily pushing 
2d bank stocks to new heights. 
- But the Reserve Bank of India 
=< (RBI), in its latest Report on Trend 
et And Progress Of Banking In India, 
— < has come out with what could be 
= P- called a subtle “profit warning” for 
Z= < the sector. 

= Between 1996-97 and 2000- 
Z < 01, the share of trading profits in 


the total operating profits of the 

© banking sector varied between 
3.5% and 16.1%. It has climbed 
=< very sharply in subsequent years — 
to 3296 in 2001-2 and 32.696 in 
2002-03. This rise in treasury 
profits is a result of the fall in 
interest rates and the resultant bull 
= market in bonds. Banks have 

© unloaded their bonds at higher 
prices and earned a tidy pile. 

But what will happen when the 
interest-rate cycle turns? Bond 
prices will collapse and treasury 
profits will evaporate. Bank 
bottomlines will look far less 
æ . impressive. 
=< The fear that domestic interest 
rates have bottomed out should 
= ideally cool the ardour of the 
* banking bulls. Unfortunately, they 
are too blinded by their recent 
gains to see the writing on the wall. 


£ 


OWEVER, the recent spike 

in bank profits has had its 
positive effects. Many banks have 
used the money to clean up their 
balance-sheets, and to write off 
bad loans. Just as well, since the 
other option — going after 
defaulters — has been only a 
modest success. 

Till the end of June 2003, public 
sector banks could recover just 
around Rs 500 crore from truant 
borrowers — a mere 4.1% of the 
total bad loans they have tried to 
€ recover from firms who have been 
served notices under the new 
foreclosure law. 
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iell IDEAS 


| cycle in Thailand. He says: “...the 


| matched. 








by Niranjan Rajadhyaksha 


HE government has signed a 

free trade agreement (FTA) with 
Thailand, but our ignorance of that | 
country continues as before. The 
Thai government has moved fast in | 
recent weeks to prevent a bubble 
being created in the stockmarket, | 
the property sector and in Í 
consumer debt. It was overheating ` 
in these three areas that had | 
sparked off the currency crisis of — : 
1997,whentheThaibahtand | 
other Asian currencies collapsed I 
against the dollar. 

Is the Thai economy overheating 
again? Is it headed for another 


| crisis? These are no longer mere 


academic concerns for Indian 
companies, now that we are on the 
verge of smashing most trade 


| barriers between the two countries. 


A recent report by Morgan 
Stanley's Daniel Lian tries to dispel 
fears of another bubble to bust 


asset tiger is beginning to grow 
ahead of the economic tiger," so 
the new measures to prevent 
financial speculation are welcome. 
But Thailand is still well into a 
virtuous investment-led upswing. 
Some 7-million jobs have been 
created over the past three years 
and there is nearly full employment 
in Thailand. Wages and incomes, 
too, have risen. 

It’s the sort of economic 
performance that India — even in 
its boom years — has never 
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BS 


UST a year ago, the big fear 
was deflation. Would falling 
prices wreck the global economy? 

Now, deflation has been forgotten. 
The recent jump in gold and 
commodity prices is being 
considered by some as the 

harbinger of higher inflation and 
higher interest rates. Let’s see 
what happens. 


——— —MÀ 
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DINESH KRISHNAN 


LIC 


Caught and 
bowled Narula 


HE Life Insurance Corporation 

| (LIC) has been threatened with 
action under Section 420 of the 
Indian Penal Code by a criminal court. 
The basis: an initiative by a Delhi-based 
retiree, B.R. Narula, who claims he was 
duped by LIC’s misleading advertising 
and mis-selling practice for its New Jee- 
van Akshay-1 pension scheme. Though 
the scheme promised Rs 500 as monthly 
pension for a Rs 50,000 policy purchase 
price, LIC paid Narula only Rs 277 per 
month. LIC contended that he had se- 
lected one of five possible options in the 
scheme that effectively reduced the 
monthly pension amount. (see 'One 
Man vs LIC, BW, 28 April). Narula filed a 
complaint in the Monopolies and Re- 





B.R. Narula: A happy old man once 
again after winning the fight 


strictive Trade Practices Court (MRTPC) 
and also sought help from the Legal 
Aid Cell at the Delhi Legal Services Au- 
thority (DLSA). 

Though LIC sought four months 
from the MRTPC to come up with a de- 
fense, even before the hearing, it sent a 
letter to Narula agreeing to refund his 
policy purchase price to him with 9% 
compound interest. But Narula refused. 
At the hearing, the MRTPC asked LIC to 
refund his purchase price with 9% inter- 
est. Ten days later, the case also came up 
for hearing in the DLSA, where the mag- 
istrate ruled that Narula could press 
criminal charges against LIC. And if LIC 
did not refund his money within four 
days with 12% interest, the Legal Aid 
Cell would help him press those 
charges. LIC naturally complied. i) 

VIKAS DHOOT 


“(Wear giovani or wear nothing) 
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SUITS e TROUSERS e SHIRTS e INFORMALS FOR MEN & WOMEN 


NEW DELHI: The Blues, Sehgal Brother's, Big Jos, Pall Mall, Old Street, Hues, Rossini, Creations, Ritu Wear, Gujral Sons, Jainsons Westend, Standard Shopmens, S.M. Stores, Follow Me, Studio Firang, Mohonlo 

Shopper's Stop, Ebony GURGAON: Lifestyle, Pantaloon, Shopper's Stop FARIDABAD: Ebony AMRITSAR: Kapsons, Ebony CHANDIGARH: Kapsons, Ebony JALLANDHAR: Kapsons, Ebony LUDHIANA: Attire Neelams 
Ebony PHAGWARA: New Era JAMMU: Land Mark SIMLA: Dewanchand Atmaram AGRA:Bachoomal Collection, Bachoomal Sons LUCKNOW: Kohli Brothers MORADABAD: Standard ALIGARH: Rajvansh ALLAHABAD 

Madan Collection GHAZIABAD: New Vastralok NOIDA: Ritu Wear, Ebony AHEMDABAD: Jade Blue, Pantaloon SURAT: Bhagwandas, Dheeraj Sons BANGALORE: Prestige, Lifestyle, PN Rao, J Mart, Puran's, Gupte 
Paridhan, CHENNAI: Gatsby, Pontaloon HYDERABAD: Stanza, Lifestyle, Meena Bazar Exclusive JAIPUR: Sanjay Stores KANPUR: Mark One, Parvati, Pantaloon KOLKATA: Stile, Sumangol, Burlington, Essence 
Pantaloon GUWAHATI: Sohum MUMBAI: Options, Lifestyle, Piramyd, Pantaloon, Shopper's Stop, Amarsons Collection, Milan, Tryme PUNE: Piramyd 





PRIVATE DEBT PLACEMENTS 


RBI and Sebi 
get tough 


OMPANIES looking to raise 
money suddenly find that life 
has become a bit tough. First, 


ü the finance ministry clamped ` 
`. down on external commercial borrow- 
_., ings (ECBs). Now this. Last week, the Re- 


serve Bank of India (RBD said that banks 


«~~ could not invest more than 10% of their 
"  totalinvestment in non-SLR (essentially | 


securities other than central and state 


.., government securities) in unlisted 


bonds. Given that over 80% of bonds is- | 


~~ sued by private companies and large 


-Top issuers in the debt 
market (A 


1,330.00 Ñ 
1,136.01 : 
699.00 | 
689.00 | 


625.00 | 
614.68 | 


600.00 | 





US Fed could raise e rates there too. This 
dead t fail in the rate of foreign investment inflows 


| 
| 
| 
i 
i 
| 
| 
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| 
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| 
| 
i 
I 
| 
| 
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| ket for years. Even 


zx Top mieu | 
joi nues 
| had fallen over 2296 | market — 

, from last year 


| mainly due to a de- 
: cline in issues by fi- 
| nancial institutions 
| (CICI, for instance, 
, merged with ICICI 


PSUs are unlisted, this is a potentially | 


huge blow to the private debt place- 


» became more cau- 


ments market where in the first 10 ° 
months of this year alone, over Rs | 


33,484 crore worth of securities were is- 
sued (see 'Total Volume of Private Debt 
Placements'). Before the RBI order, the 
Securities and Exchange Board of India 


(Sebi) had issued regulations, banning | 
brokers from issuing contract notes for | 


transactions in unlisted securities. 


Both RBI and Sebi have been trying x 
! One of the concerns that merchant 


to regulate the private placements mar- 


Total volume of private debt | 


n Amount in Rs. crore | 
d Source: Prime Database 








Bank). Also banks 
tious in lending 
money to state cor- 
porations, which 
tried to access the 
markets using guar- 
antees from cash- 
strapped state gov- 
ernments. 

Of the Top 10 issuers this year, only 
one is a private corporation (HDFC). 





bankers have is that large PSUs that 
want to tap the debt markets now need 
to get their financials in order before 
they do so. They need to be audited reg- 
ularly and also need to announce results 
much faster. "PSU companies will have 
to make extensive preparations to com- 
ply with the new rules," said a merchant 
banker. And, what about merchant 
bankers? Already hit hard by the fall in 
issuances this year, the latest move by 
the regulators is likely to hurt them fur- 
ther. "Its going to take a lot more time to 
take an issue to market. Also, banks are 
going to be much more choosy in terms 
of what issues to invest in,” said the mer- 
chant banker. 8 

AVINASH CELESTINE 


| Ís though. 1 The Us recover í still seems fragile and the 
ing | of inflation (which would prompt the. Fedto raise rat 
— | still small. A senior Fed. : y 
likely to remain low till next ar. But the firs Sig 
ening interest rates in the world | 
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caught on film accept- 
ing money from a 
stranger who appears to 


HEN aunion ministeris | 


be offering a bribe, the government has | 


no option but to seek his resignation. 
And so Minister of State for Environ- 
ment and Forests Dalip Singh Judeo had 
to go after The Indian Express published 
the story and the tape was subsequently 
shown on television. The matter does 
not end here, however. For, the scandal 


THE JUDEO TAPES 


The drama has 
just begun 


garh elections, where Judeo was poised 
to be the chief minister if the BJP won. 

A strange disquiet has settled in po- 
litical circles following the exposure. The 


BJP has retreated hurt, rattled by the | 


ease with which one of its Hindutva 
icons was trapped into authenticating 
the widespread belief about politicians 
and corruption. On the other side, rival 
Congress is privately worried that it too 
may fall victim to a similar trap. 


Has a war of dirty tricks begun? Con- | 


gress sources fear so. The party's hands 
are already full trying to shake off the 
dirt from the Telgi scam in Maharashtra. 
A similar controversy in one of the poll 
states would be the last straw. 

The BJP has characteristically de- 
cided to be macho and aggressively de- 
fend Judeo. Party sources claim the min- 


could alter the outcome ofthe Chhattis- | ister's explanation is that he was led to 





INTERVIEW/HARSH BAHADUR 


"We have not 
flouted any rules" 


CONTROVERSY has dogged German 
cash-and-carry giant Metro, since its lau- 
nch in Bangalore. BW's Mitu Jayashan- 
kar spoke to managing director Harsh 
Bahadur on the Foreign Investment Pro- 
motion Board (FIPB) licence imbroglio. 


wi There are reports that the FIPB is 
investigating your licence. Is that true? 
Yes, we, along with other firms, have got 
a letter from the FIPB asking us to pro- 
vide details of our activities... From what 
we understand, it has received reports 
from some so-called trade organisatio- 





ns about some foreign cash-and-carry | 


outlets doing retail sales. FIPB is a gov- 
ernment body and it is in its rights to in- 
vestigate. We have not flouted any rules. 








ih We have also heard that 
the CIl has also written to the 
FIPB to investigate Metro. 

I am not aware... All I know is 
that at a retail summit they 
discussed the cash-and- 
carry format. 


3 lt is a month since the launch and you 


| have two outlets in Bangalore now. What 


has the response been? 

The response has been good, but it 
would be too early to say anything de- 
finitive. We are still gathering feedback. 
Since we are not selling agricultural pro- 


| duce (because of the APMC licence is- 


sue) we cannot fully meet the needs of 
some businesses like restaurant owners. 
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believe that the money was given to him 
for his anti-conversion movement in 
Chhattisgarh. The conduit was a man he 
had hired six months ago who professed 
to be against mass conversions by 
Christian missionaries. In other words, 
the BJP is insisting that this is not a case 
of corruption. Having got Judeo to quit, 
the party has now taken the moral high 
ground to point out that Chhattisgarh 
chief minister Ajit Jogi has not resigned 
despite a CBI chargesheet. 

The stakes in these elections are 
high. Both the BJP and the Congress 
have predicated their strategy for next 
year's Lok Sabha polls on the outcome 
and victory has become an imperative. 
Political circles feel that as the campaign 
progresses, the electoral battle will be- 
come messier, hitting an all-time low. Bi 

ARATI R. JERATH 











za Do you have systems in place to 
ensure that customers are buying for 
business needs and not personal use? 
Our customer consultants randomly 
check to see that people buying from 
our store are actually running busi- 
nesses. If we find that itis not so, we even 
cancel memberships. We also insist that 
the minimum value of purchase should 
be Rs 1,000. A lot of products are pack- 
aged in multiples. This also discourages 
people from buying for personaluse. Bi 


NAMAS BHOJANI 








APOLLO TYRES 
Continental 
skids 


ONTINENTALS loss is 
( Michelin's gain. At least 

that's what it seems like. 
After trying very hard to get its 
technology supplier Continental 
AG of Germany to sign a joint 
venture (JV) for new tyre 
technologies, Apollo Tyres 
chairman Onkar S. Kanwar has 
given the boot to Continental in 
favour of Europe's largest tyre- 
maker — Michelin of France. 

Continental's dilemma was 
simple. After all, it had a technol- 
ogy tie-up with three of India's 
largest tyre manufacturers — JK 
Tyres, Modi and Apollo. And an- 
other with two-wheeler tyre maker, 
Delhi-based Metro Tyres. Of these, 
however, only Modi has the right to 
use the Continental brand on the 
products sold. 

Having tried for years, Apollo 
could wait no longer. Michelin will 
provide Apollo assistance in mak- 
ing radials for passenger cars. 
Consequently, Apollo's technical 
tie-up with Continental is off. 

But with the deal sealed, Kan- 
war may now face some hard real- 
ities — the slow pace of change to 
radial tyres in India. Radials ac- 
count for just 296 of the 9.6-million 
truck and bus tyres sold annually 
in the country. Moreover, JK Tyres, 
which has been making truck radi- 
als at the Vikrant Tyres plant in 
Mysore, has not been able to 
make much headway. = 

RANJU SARKAR 
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SUPERSPECIALTY HOSPITALS 


An international 
collaboration 


T'S a project that has been 10 
years in the making and is some 
two years away from completion. 


Many details are still shrouded in | 


secrecy. Yet its sheer scale will take your 
breath away. In a sprawling 600-acre 
area in the hills around Raisina village 


on the Sohna-Gurgaon Highway, the Sir | 


Edward Dunlop International Alterna- 
tive Healthcare and Recreational Facili- 
ties is quietly taking shape. This 250-bed 
superspecialty hospital has the involve- 
ment of Australian, Swiss and French 
firms and promises to be an ultra mod- 
ern diagnostic and treatment centre 
with a range of alternative medicine, 
sports and  recre- 
ational facilities. 
There's even golf and 
polo! But only 50 acres 
of the campus will 
house buildings — the 
rest will be intact as 
nature designed it. 
Says Shakat Singh, 
managing director, Sir 
Edward Dunlop Hosp- 
itals (SEDH) India: 
"The idea germinated 
in 1985 when Apollo 
was concentrated in 
the south and there 
was no Escorts. In fact, there were no 
healthcare centres to cater to expatri- 
ates coming to India." Singh was a 
member of the Economic Planning 
Advisory Council chaired by the 
Australian prime minister to set up 
world-class facilities in India. A consor- 
tium of leading international players in 
healthcare got together and approach- 
ed Sir Edward Dunlop, one of Australia's 


best known surgeons. With his bless- . 


ings, the project took off and SEDH 
India was set up with FIPB approval. 
Singh says SEDH is four months 
away from financial closure and the ini- 
tial two phases will cost about $100 mil- 
lion. And that is over the investments in 
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property. But, it's difficult to get details 
on where the funds will come from or 
the shareholding pattern. All we know 
is that Ariana Zand, chief planner and 
architect of Kaiser Permanente, one of 
Americas largest healthcare firms will 
design, plan and market the project. 
Sodexho of France is the maintenance 
and catering managers while Australia's 
Health Solutions is the management 
partner. Royal Prince Albert hospitals of 
Australia will develop clinical protocols 
and Swiss firm Samuel Creations is exe- 
cuting the project. "Dur commitment 
to the Indian government is that the 
hospital will have international accred- 





Shakat Singh: building a global healthcare destination 


itation in Australia and America," says 
Singh. SEDH chairman Robert A. 
Cruickshanks adds: "To make it an 
international destination, we need 
international recognition and we 
intend to do that." 

For the past five years SEDH has 
been busy setting up a 307-bed hospital 
in Kohima — the Naga Hospital. It is 
training nurses for Australia as part of 
its global nursing programme. Besides, 
it has acquired 15,000 acres of land near 
Jaisalmer for animal rearing and is 
developing an integrated international 
health food project. The company cer- 
tainly has not been idle! SE 

GINA S. KRISHNAN 


TRIBHUWAN SHARMA 


REG 
t 


ONAR 


We apologised for th 


We expected it to take far less time th 
more ti 


an 100,000 subscribers every month and is one o 
broadband service providers globally witha su 
It is this com: 


vtment to our clients that 
telecommunications service providers to 
wonder we are t 


ve only telecommunicatio 


Forbes list of the 25 fastest growing technolo: 


April, 2003. 


A 


We could go on and on about ! 
technology, but we're afra 


E 


low we b 
id it 


scame one of the 
right just cause. 





E-GOVERNANCE 


get e-savvy 


Cops 





LITTLE -known state body 
responsible for building 
homes for policemen, the 
Karnataka State Police Hous- 
ing Corporation (KSPHC) has introdu- 
ced a slew of e-governance projects — 





including one of the largest initiatives for | 


Web-based project management. But 
then, R. Sri Kumar, the man behind this 
initiative is an unusual cop. The manag- 
ing director of KSPHC and the additional 


director- general of police in Karnataka | 


state is an IIT-Chennai electrical engi- 
neering graduate who 'stumbled into 
the IPS, and stayed on. He was also the 
person instrumental in setting up the 
countrys first cyber crime police station. 


The entire KSPHC staff, including | 


the peons, clock in and out with their 
fingerprints. This is linked to the payroll 
system so that employees automatically 
get paid for the number of days worked. 
The beauty of biometrics is that it avoids 
proxy punching which is rampant in 
other attendance marking systems . 
However, the really interesting ini- 
tiative is a system to make the organisa- 
tion accountable for public money. In 
2001, the state and Central government 
granted Rs 500 crore to upgrade the liv- 
ing and working conditions of its police 


... force. Suddenly from managing less | 
than 100 projects at a time, KSPHC had : 





ú 
= 


R. Sri Kumar: tech for the public good 


to manage 300-500 projects concur- 
rently across 29 districts, 179 talukas 
and multiple contractors. KSPHC's re- 
sponse to this was to launch a Web- 


| based project management system 


(PMS) that allows its team to monitor 
the physical progress without moving 
an inch. The site engineers have to file 
daily reports in a pre-determined tem- 
plate and upload pictures of work in 
progress at the site. The application has 
alerts that go off if the updates are late or 
something falls behind schedule. The 
total number of projects on the system 
is slowly inching to 800, making it a one- 
ofits-kind initiative in the country. 
Once the construction phase is over, 
some ofthe site offices will be converted 
into a cyber kiosk from where any per- 


| son can lodge grievances on any issue. 


That’s not all. While finalising a ven- 
dor for one of the servers for the PMS, Sri 
Kumar stumbled onto e-sourcing. The 


| hitch: Karnataka has a Transparency 
| and Public Procurement Act with strict 


rules about government purchase. This 
act doesnt say e-sourcing is allowed but 


| doesn't say it's not allowed either. “I 


chose to interpret it as it's allowed," says 


| Sri Kumar. Impressed, the state govern- 
mentis now changing the Act to include 





e-sourcing! H 
RADHIKA DHAWAN 
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NAMAS BHOJANI 


SECURITIES TRADING 


Form wise 


ONE are the days when 
G buying and selling securi- 
ties was a simple matter of 
an agreement between a broker 
and a member. Documentation re- 
quirements were hardly enforced. 
On 18 November, the BSE no- 
tified its brokers to ensure that all 
details in the ‘Know Your Client’ 
form are properly filled in. Non- 
compliance would be treated as a 
violation. The form seeks informa- 
tion regarding the PAN number, 
bank accounts, accounts with 
other brokers, income, education, 
current holdings, demat accounts, 
proof of age, residence and photo- 
graph. The system of unique client 
code is being put to effective use, 
making securities trading through 
false accounts difficult as stock 
exchanges now require details of a 
new account to be submitted as 
soon as it is opened. BSE has also 
asked its members to evolve a 
mechanism to assess the financial 
strength, performance and trading 
patterns vis-a-vis their clients’ po- 
sition and dealings of clients with 
an open interest of Rs 100 lakh or 
more in derivatives. The cash seg- 
ment will cover clients whose 
gross receivables and deliverables 
for two consecutive settlements is 
Rs 25 lakh or more. Iii 
ASHISH AGGARWAL 
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Tony Joseph is the editor of | 
Businessworld. You can 
email him at 
tony@bworldmail.com 





You can 
sum up 
Chinas 
brand 
identity 
in three 
words: 
the 
world's 
factory. 
And 
India? 
The 
world's 
back- 
office 








y tony joseph — 


A tale of two 
countries 





DON'T know whether you have noticed, 
but in the last few months, India has 
suddenly caught the economic atten- 
tion of the world. Of course, we have 
been on the radar of institutional in- 
vestors and multinationals for some time now, 
but this is different. The awareness of India has 
now gone beyond the confines of the investor 
community, and is seeping into the general 
population of the developed world. This is not 
necessarily good news, because they are begin- 
ning to see India not as the great new opportu- 
nity, but as the great new threat to their jobs. 
From New York to London, from Belfast to Syd- 
ney, the fear of the teeming multitudes of edu- 
cated Indians snatching away jobs from the 
hands of educated Europeans, Americans and 
Australians is taking root. 

Last week, I was talking to Harris Miller, 
president of the Information Technology Asso- 
ciation of America. He had an interesting point 
to make. "When the Americans think of China, 
they think of the Chinese goods they buy, at 
such cheap prices," he said, adding, "but when 
they think of India, they think of the jobs that 
are shifting there." Also, China is seen as a huge 
market opportunity for American companies, 
while India isn't. Harris, a staunch supporter of 
global outsourcing, thinks India has a problem 
on its hands. How should it tackle it? India 
should open its markets further so that the 
world sees it as much as an opportunity as a 
threat. It should also let the Americans know 
that the call centre professional who works in 
Bangalore buys Dell Computers, drinks Coke or 
Pepsi, eats at McDonalds and wears Levi's. He 
thinks the kind of tough posturing that India 
took at Cancun is self-defeating; instead, it 
should be proactively championing the cause 
of open markets. I agree with Harris. I wish 
Arun Jaitley, who has been one of the few capa- 
ble commerce ministers we have had, hadn't 
fallen prey to the traditional Indian tendency 
for grand-standing at Cancün. The Chinese, as 
usual, were more clever and circumspect. 











This is an interesting topic and I will return 
to it some other time, but let me now take up a 
question that I find even more fascinating. It is 
now pretty clear that India and China are be- 
coming competing brands with very distinct 
identities in the global market place. You can 
sum up the current Chinese brand image in 
three words: the world's factory. You can sum 
up the emerging Indian brand identity also in 
three words: the world’s back-office. You can't 
have brand identities more distinct than these. 
Is it just an accident that India and China are 
turning out the way they are? 

I don't think so. What is so striking about the 
two brand images is that they fit in so well with 
Indias and China's own civilisational histories. 

Think of all the things the Chinese were 
good at. If you remember your high school 
lessons, you will come up with a list of inven- 
tions that looks like this: paper, gunpowder, 
compass... Big ticket inventions don't get any 
bigger than that! Now, think of the things that 
we were good at. Your mind will draw a blank 
because you cant find too many inventions on 
the scale ofthe Chinese, but think harder. What 
you will then realise is a simple fact: if the Chi- 
nese were good at 'making things, Indians were 
good at ‘discovering things — in astronomy, in 
mathematics, in urban planning (hard to be- 
lieve considering the state of our cities), in 
medicine, in grammar... We left our unique 
mark even in the game we invented: chess! 

So the next time somebody asks why China 
is good at making computer hardware and we 
at computer software, and why China is be- 
coming the world's workshop and we, its back- 
office, you could tell him it's a long story! 

Postscript: None of this is to argue that 
China will not do well in mindware or India in 
hardware. All of history has been about people 
acquiring new competencies. But this does put 
the 'India Brand' debate in context. Without 
anyones conscious effort, a new India Brand is 
already emerging. We just need to shape it for 


| thefuture. irs 
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If you aspire to be a thought leader, all you need is one year 





of education at the Indian School of Business. Admissions 






are now open at this unique institution. Eminent 






management academicians and top corporate leaders from 






around the world offer you global perspectives on business 






through experiential learning. An intellectually stimulating 






curriculum, a diverse student body, state-of-the-art 






infrastructure... Immerse yourself in the Post Graduate 


Programme (PGP) at the ISB. 






Post Graduate Programme in Management, 2004 - 2005 

° One Year (680 contact hours) 

° Requirements: Degree in any discipline, preferably 2 years 
work experience (post qualification), GMAT 













° Apply online, download an application from our website 






or email us 
° Application Deadlines: Round I - December 31, 2003 
& Round II - February 16, 2004 


° Programme commences April 17, 2004 


The Businessworld Classified section gets 
you straight to readers who're interested in 
your products or services. Read by decision 
makers across business segments, Businessworld 
is just the right environment to get noticed in. 
Advertise with Businessworld Classifieds, zoom 
focus on your consumers. 









° We encourage applicants from diverse work and 






educational backgrounds. 






Information Sessions in all metros and Pune, Baroda, Chandigarh and 






Kochi; visit our website for schedule details. 






Registration (free) essential for these sessions. For registration email us. 
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anusuya@abpmail.com; Chennai- R.V. Praveen 9884014966, praveen(Qabpmail.com; 
Kolkata- Devasree Chadha 9831259146, devasree@abpmail.com 


Indian School of Business, Gachibowli, Hyderabad-500 019, India. 
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ActionAid India Country Director Harsh Mander and noted Film director Muzaffar Ali unveiling 
the 'Karm Mitra Page-3 campaign’. 


In an exceptional display of grace, the city's hip and happening decided 
to turn a new leaf this Wednesday. And what better way to do that than 
to usher in an advertising campaign that dares to take a dig at the very 
phenomenon that stands at the heart of today's pseudo celebrity culture- 
the ‘Page-3’ gossip columns. 


The ‘Page-3 campaign’, as the organisers told us, aims to set the record 
straight on what needs the reader's attention more-raunchy parties and 
plunging necklines on the ‘Page 3’ or the millions of marginalised Indians 
plagued by disease poverty and lack of rights? 

Written in the typically racy tongue-in-cheek style of a normal ‘Page-3’ 
gossip piece, the campaign gradually takes the reader from gossipy headlines 
to the not-so-familiar cruel reality of the lives of millions of poor and 
marginalised Indians. 


There's more to this ‘Page-3 campaign’ than just tugging at the cold 
conscience of the urban elite. Riding on the novelty of this idea is 
ActionAid India's unique donor loyalty programme called ‘Karm Mitra’. 
A first of its kind programme that aims to create a country-wide movement 
for social change, where socially responsible people from all walks of life 
can come together and help build a more equitable and just India. 
And this isn't just tall talk. It's these very ideals that have driven the 
work of ActionAid in India for over 30 years with some of the most 











Doing 'good' just got a touch of royal recognition. In a function 
ú organised by ActionAid India this October Prince Charles the Prince 
of Wales decided to put a royal seal of approval on the work of some 
of the most dynamic social leaders in this country. 


But, quite unlike the 'leaders' that we're used to, these social leaders 
are your everyday ordinary beggars, manual scavengers, sex workers 
and disabled. All of who despite insurmountable economic and 
physical adversities found the conviction to undertake remarkable 
selfless acts of charity. On the same occasion the Prince was also seen 
accepting the ‘Karm Mitra’ membership card as a symbol of support 
for this unique donor loyalty programme. 





Taking the royal connection a step further, ActionAid India Society 
| introduced its international 'Brand Ambassador' programme. Already 
a huge success in the UK this programme has over 200 highly successful 
| and influential people in the UK as brand ambassadors. 





From top bankers to famous authors and wealthy businessmen, these 
‘brand ambassadors’ give 5000 pound sterling every year for ActionAid's 

















Taking a dig at the well heeled! 











marginalised and impoverished communities like Urban Homeless and 
Street Children, Dalits, Manual Scavengers, Sex workers, Disabled, 
Dispossessed tribals, Riot victims and HIV Positive. 
ActionAid India’s work with these communities is driven by the principle 
of ‘philanthropy for social justice’, wherein one goes beyond mere donations 
to getting actively involved in ensuring the rights of the poor and 
marginalised vis-a-vis social justice and equality. 

For potential donors-the great Indian middle and upper middle class- 
what’s really unique about this programme is that it believes in rewarding 
both the donor and the recipient at the same time. So, while your donation 
helps the poor and needy you as a donor get fabulous returns in the form 
of Tax Exemptions, Free Invites to Music Concerts, Movie Premieres, 
and Supper Theatre, Free Holiday Packages, Free Life Insurance, Free 
F&B coupons, Free Music Cassettes and CDs, Free Credit Card, Free 
Reliance Mobile Phone, Free subscription of ‘Civil Society’ the official 
‘Karm Mitra’ newsletter, Exclusive discounts from some of the most 
well known brands and much more. 


So, if you happen to be someone who can’t help stand the rot in the 
society around you then here’s your chance to turn a new leaf and make 
a real difference. 
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Chief Executive ActionAid India Society Jeroninio Almedia, Senior General Manager ICICI Bank 
Credit Cards Mr. Vaidyanathan, Chairperson Thermax Anu Aga, Director of the NGO Inkpot 
Rohina Gira, well known Film Director Sayeed Mirza and ActionAid India Country Director 
Harsh Mander at the 'Karm Mitra’ launch in Mumbai. 
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work with the 
poor. In return for 
which, they get a 
royal pat on the 
back in the form 
of personal invites 
for Charity balls 
and Dinners from 
none other than 


Prince Charles HRH Prince Charles recieving the ActionAid India Karm Mitra’ 
himself. card from the Chief Executive ActionAid India Society Jeroninio 

Almeida. Also seen in the picture is ActionAid Asia’s regional 
And now, even Director John Samuel. 
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the well-to-do Indians with a social conscience can be part of this 
elite group by donating a comparatively small amountof Rs. 2,50,000 
per year. In appreciation of which, they would receive a personal 
invitation for a once in a year palace Dinner party by 
Prince Charles himself. 








BW-NASSCOM INFOCOM 2003 


East in a new orbIT 


In its second year, the region's biggest IT event gets bigger 


AST week all roads in Kolkata 

led to the Maidan and the 

Oberoi Grand, the venues of 

the largest IT exposition in 

the East, the BW-Nasscom 
Infocom 2003. In its second year, the 
sheer scale of the IT extravaganza was a 
fitting acknowledgement of the fact that 
IT companies are finally looking at 
Kolkata and its catchment area, the 
north-eastern states. The West Bengal 
government even announced the set- 
ting up of a new hub, Sunrise city, to at- 
tract firms as the existing hub at Salt 
Lake is bursting at the seams. 

That the IT world is taking Kolkata 
seriously could be gauged by the atten- 
dance at the event. There were 10 inter- 
national speakers compared to three 
last year. Among them were big names 
like Harris Miller, president, IT Associa- 
tion of America; Andrew Power, partner, 
Deloitte Consulting, and Chris Luxford, 
director (portfolio management, Asia- 
Pacific), Nortel Networks. The footfalls 
rose from 30,000 in 2002 to 35,000 this 
year and the number of delegates, too, 
saw a rise from 600 to 700. 

Just four years back, it could not 
even have been imagined that Kolkata 
could play host to such an event. The re- 
gion, due to its strong associations with 
rallies, roadblocks and strikes, had got 
left out in the IT story — the biggest suc- 
cess of India Inc. in recent times. 

The changes in the last two years do 
hold out promises for the future. Soft- 
ware exports from West Bengal doubled 
from Rs 604 crore in 2001-02 to Rs 1,200 
crore in 2002-03. Can this 10096 growth 
be the setting for the state to meet its tar- 
get: to emerge as the No. 3 IT destination 
(after Karnataka and Andhra Pradesh) 
with 15% of the country’s IT exports 
from the state by 2010? 

Between the impassioned ad- 
dresses, rhetoric and concerns about 
improving the region’s image what 





Arun Shourie cuts the ribbon as Aveek Sarkar, chief editor, ABP group, looks on 


emerged at Infocom 2003 was that a 
makeover is underway. IT is emerging as 
the top priority in the region. 

Kolkata' top institutions are unde- 
niably among India's best, yet most 
graduates leave the city for greener pas- 
tures. Corporates are aware of the USP 
of West Bengal: low operational costs, 
abundance of talent, improved power 


and low attrition. Yet there is a lack of 


confidence among businesses on the 
infrastructure front and a hassle-free 
work environment, as this interaction 
between Frank Luksic, country execu- 
tive (software group and developer rela- 
tions), IBM India, and the West Bengal 
CM shows. Luksic asked the CM how 
long it would take to get clearances for a 
project. The reply that a green signal 
would be given in a month was met with 
misgivings. Said an IT honcho: "It actu- 
ally takes about a year to get things 
cleared. The state has to walk the talk." 
Nonetheless, there is a change. And 
betting on that change are IBM Global 
Services, Wipro, Cognizant Technology 
Solutions, Oracle, WiproSpectramind, 
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Reliance, TCS, Ma Foi Consultants and a 
host of others who are setting up ven- 
tures in the state. 

Yet it seems rather remote that the 
region as a whole will be absorbed in the 
IT mainstream. The dozen-odd call cen- 
tres/BPO ventures in Salt Lake in 
Kolkata are just about getting over with 
their pilot projects, while a similar 200- 
seat venture in Guwahati set up with 
government support folded up three 
months back — unable to attract busi- 
ness. And last week's violence in the re- 
gion over jobs does little to convey a 
sense of security for new ventures. 

Ironically, West Bengal's Rs 250- 
crore IT hub, Sunrise City, to come up in 
early 2005, will have towers named 
Uranus, Neptune and Pluto, the three 
most distant planets from the Sun. Per- 
haps it's the state's way of acknowledg- 
ing that it has been a late starter. A blue- 
print is ready with food courts and water 
bodies. As long as tech firms can spot it 
on their radars, there's a chance this tor- 
toise could catch up with the hares. W 

SHELLEY SINGH 
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CHRIS LUXFORD/NORTEL NETWORKS 


‘BPO does not 
happen here 





CHRIS Luxford, director (portfolio 
management, Asia-Pacific), Nortel 
Networks, talks to BW on the subject 
he knows best: call centres. He has 
worked in them, built them and con- 
sulted for them. Excerpts. 


m What new technologies will call 
centres be using? 


Speech recognition is the next big | 


thing. We have been talking about it 
for 4-5 years and today, it accounts 
for over 70% of IVR (interactive voice 
response) ports shipped. 

The next step is multimedia..., a 
multimedia environment that links 
all interactions together. Then you 
can proactively react to the cus- 
tomer. It is not about creating virtual 
agents (that will require artificial in- 
telligence — we are still 10-15 years 
from that), but changing the dynam- 
ics of the relationship. 

Today, the relationship is reac- 
tive. We have to make it engaged. We 
have to do three things for that. First, 





we have to anticipate the customer 
needs. Second, we have to interact 
with the customers regardless of the 
media type. Third, move from a reac- 
tive environment to a proactive one. 

We can use technologies like SIP 
(Session Initiation Protocol), XML, 
IP Telephony, to anticipate needs. 
Say, you are sitting on a plane and the 
flight gets cancelled (due to fog, or a 
storm). The airline knows who you 
are. Yet, you have to get off the plane 
and stand in a queue with 300 other 
people and get rebooked on an alter- 
nate route or plane. Really bad cus- 
tomer service. 

With engaged architecture, air- 
lines proactively anticipate needs. 
You turn on the PDA; the SIP identi- 
fies you, knows you have turned on 
the PDA and sends a rebooking im- 
mediately. Call centres are becoming 
a bit of a misnomer. You are now 
moving into customer engagement. 
Making a phone call is a small part. 


m Companies came here as delivery 
is cheaper. If another nation offers 
lower rates, will work shift? 
Outsourcing is not solely about the 
service you deliver, but about build- 
ing relationships. They (Indian com- 
panies) have to move up the value 
chain. Centres will think of moving 
into profit sharing with clients then. 
At present, companies in India do 
transactions processing.... People 
talk about BPO; but that’s not hap- 
pening. In the next 12 months, In- 
dian contact centre firms must an- 
ticipate customer needs and interact 
via PDA, mobile, email — from loy- 
alty-based relations to engaged rela- 
tionship. That will be great as few 
firms even in the US do that. * 
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HARRIS Miller, president, Informa- 
tion Technology Association of Amer- 
ica (ITAA), IT s largest trade associa- 
tion in the US, tells Shelley Singh that 
offshoring is the best option for the 
US. For the full text of his interview, 
see www.businessworldindia.com. 


m You mentioned at the opening that 
‘Made in China’ is fairly accepted in 
the US. What about ‘Made in India’? 
India is perceived more as a people 
trading partner. Most people know 
only about the Indian IT industry, 
they do not know about trade. They 
do not know about other aspects of 
trade, as to the range of exports to the 
USandalso of exports from the US to 
India. That is really a marketing is- 
sue. India is not seen as a country 
that imports a lot of products and 
services from the US. 

It is seen as being against free 
trade. It is perceived as one of the 
countries that was responsible for 
stopping the progress at the Cancún 
WTO. India is not perceived as a 
country that is in favour of breaking 
down global barriers. You cant, on 
the one hand, be part of the global 
economy getting the high-end, high- 


KEITH Budge, 
regional man- 
aging director, 
Oracle South 
Asia,  keenly 
watched the 
Australia- 
India cricket 
encounter at 
Eden Gardens. 
He also spent some time discussing 
ICT leadership challenges, Oracle's 
plans for the region, grid computing 
and IT trends for the coming year. His 
post-match comments are, however, 
not recorded. 


m Where does India stand as far as 
IT spending is concerned? How do you 
see this changing? 

The domestic Indian IT market is at 
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‘India seen as anti-free trade 


tech work and, at the same time, be 
seen as a country that is still fighting 
the last trade war — agriculture. Agri- 
culture is important, but let's move be- 
yond it. Let's talk about trade in ser- 
vices. India, along with Brazil and 
China, can change the whole nature of 
global trade negotiations. 


= Do you see more anti-outsourcing 
laws and backlash against India? 

Yes, unless the job situation improves 
dramatically in the US. With the polls 
both at the federal and state level, you 
will see more legislation and more bills 
being introduced. Some ofthem might 
pass at the state level. Unions are going 
to focus all their energy, resources and 
time on one particular state where they 
think they might be most successful. In 
actual dollar terms the impact will not 
be much. Anyhow, in this political cli- 
mate with elections round the corner, 
no one would like to be seen as using 
taxpayer money to send work offshore. 


‘SMEs are buying 


fifth place... (after) Japan, China, Korea 
and Australia. Everybody expects that in 
the next 2-3 years, India will come up at 
No. 3, behind Japan and China, as the 
domestic IT market will see a boost. This 
will be due to greater deployment of IT 
across industry and e-governance. 


m What key trends do you see in 2004? 
One will be e-government. There will 
also be a trend towards Open Source 
software, particularly Linux..., in 2004. 
Third will be continued investment by 
the SME sector. They have started to in- 
vest in IT in a big way. Now world-class 














The psychological impact will be much 
more. Sentiment against offshoring 
will get a boost. 


m But with various studies, including 
one by McKinsey, saying companies and 
people gain much more by offshoring, 


) 


IT is within their reach, unlike in the 
past. Today SMEs can buy an ERP 
system for under $20,000. 


m Will grid computing be a thrust 

area for Oracle with its new product? 
We launched 10g to support grid 
computing in the enterprise. The 
management capabilities in 10gwill 
help it manage across heteroge- 
neous environments, provided en- 
terprises have Oracle database as 
the common denominator. In- 
creasingly, all products will be 
based on grid computing. LI 


INFOCOM 2003 
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| we thought it would. 





doesn't this convince the people? 

Not with unemployment of 6.295. This 
debate always goes on. In any trade 
there are true believers on both sides. 
The McKinsey study is very, very good. 
But people have not picked it up; it has 
not had an impact; it is not quoted very 
often. These kind of issues are about 
emotions; it's not just the facts but how 
you sell the argument. Not just saying 
that here is an objective survey. Be- 
cause, for every McKinsey survey, there 
is a story about an IT worker who lost 
his job. The emotion the latter creates 
is very powerful against a survey like 
McKinsey or anybody else. 

Another problem with the McKin- 
sey survey is that the data they are us- 
ing is two years old. That was when the 
global economy was pretty strong. Part 
of the problem in getting that data ac- 
cepted is that people noticed that. You 
are looking at 2001 data to solve a 2003 
problem. It has not had the impact that 
a 





Infobits 


Most politicians ignore exhibits. 
As Union IT Minister Arun Shourie 
was walking past the exhibit of a 
job portal with just a nod of the 
head, West Bengal's IT minister 
Manabendra Mukherjee quipped: 
“Check it out; you might soon be 
out of job.” Pat came the reply: 
"Let's see, as we both might 
soon be out of a job." Wonder if 
the ministers left their CVs. 
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At the chief ministers' round- 
table, only two of the seven CMs 
from the North-east made it. The 
Assam CM reached Kolkata, but 
had to rush back to help Sonia 
Gandhi with municipal election 
preparations. Others deputed IT 
or industry ministers. Politics 
before economics? 
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K. PANDIA RAJAN/MA FOI CONSULTANTS 


‘Communes 
will come up’ 





Early this year Ma Foi Management 


Consultants, the staffing and HR re- | 


cruitment company, expanded to in- 
clude BPO in its portfolio. It already 


has a 100-people operation in Chen- | 
nai and is setting up five centres in the — 


North-east. With clients like Coke, 


Novartis, Dominos, ADP (the world’s | 


largest paycheque company), Ma Foi 
expects Rs 10 crore from its BPO busi- 


ness alone this year. Managing direc- | 


tor K. Pandia Rajan talks to Shelley 
Singh on the nature of the business. 


m Could you tell us about the 
attrition rates in the industry? 


It is a wide range, from 8% to 55%. I | 
know of a firm in Hyderabad that | 


shut down operations this year as all 
its 50 employees switched jobs to an 
MNC. There is a scare among entre- 
preneurs who started small. 

But things will stabilise because 


people are realising the value of size | 
in this industry. People with deeper | 


pockets and firmer commitments 
are coming in. They are signing con- 
tracts with recruitment partners. 
BPO councils have been started in 


Hyderabad and Bangalore. It disci- | 


plines people to get a relieving order 














| before switching firms. These steps 


will help stabilise attrition at 20-25% 
in the next three years. 


m What about salary trends? 

These have gone up significantly 
since last year. If you look at a fresher 
— B.A., B.Sc., B.Com. — the range is 
between Rs 6,000 and Rs 11,000 per 
month. It has gone up by 15-20% 


| from last year. I see it rising in 2004. 


Part of the reason is the MNCs, who 
pay more, coming in. 
Salaries within some skillsets 


| have also gone up significantly — 


like those of transfer specialists. They 
are domain experts who migrate a 
process from one company to an- 
other. Morgan Stanley, Goldman 
Sachs, JP Morgan, other investment 
bankers, and even shipping majors 
like CP Ships, are setting up centres 
here. They need people who have 
transitioned processes. Today, if you 
have done at least two successful 
process migrations you can double 
your salary — from Rs 10 lakh per 
year to Rs 20 lakh. 


m What trends do you see in 2004? 

Captives will come up in a big way. 
Out of the 40-odd companies we 
have signed up since 1 October, two- 
thirds are captives, but then captives 
are inclined to hire consultants on an 
exclusive basis. Another trend will be 
that of'service communes. Compa- 
nies based in a region, say, Trichy, 
Madurai, Salem or Coimbatore, will 
aggregate and deliver about 200 peo- 
ple. They will meet in cyberspace 
and align work among themselves. 
This could be for niche work or to 
meet talent shortages by tapping 
people in satellite towns who do not 
want to relocate. iK 
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Infobytes 


“We can clear any project in 
less than a month's time. We 
have turned around." 
Buddhadeb Bhattacharjee, 
CM, West Bengal 


"We should stop fearing the 
world. There was a time when 
there were apprehensions 
regarding the entry of Chinese 
batteries, even among MPs in 
Parliament. But where are the 
Chinese batteries now?" 

Arun Shourie, 
Union IT Minister 



























“While the total services 
market in China ($9.5 billion) 
and India ($10.1 billion) are 
comparable in size, the offshore 
services market in India ($7.7 
billion) is almost seven times 
that of China ($1.1 billion)." 
Rajat Gupta, senior partner 





“Try to extract Y 
more juice out of * 
what you have 
got (skills)." 

M.S. Banga, 
chairman, 
Hindustan Lever 





"West Bengal 
needs to take care of the 
perception problem. People 
living outside the state think 
that nothing — from file to tra- 
ffic — moves in Kolkata." 
Kiran Karnik, 

president, Nasscom 


“To compete with Delhi, 
Mumbai and Gurgaon, Kolkata 
cannot afford an early wink. 
While call centres have been 
allowed to function round the 
clock, the initiative must be 


Avinash Vashistha, MD, NeoIT 






Ashok V. Desai is 
consultant editor of 
The Telegraph 


BIOS. 


If the 

PM can 
consider 
spending 
Rs 5.6 
trillion on 
linking up 
rivers, 

* why not 
Rs 2 
trillion on 

. -Bombay? 








LTHOUGH I left Bombay almost 
40 years ago, it is still my favourite 
city. As a student I lived on Owen 
Dunn Road and took the bus to 
Sydenham College opposite Vic- 
toria Terminus. Later, when I worked in the uni- 
versity, in the shadow of Rajabai Tower, I used to 
walk home, which was on Colaba Causeway. 
That has all changed now. Bombay has been re- 
named Mumbai, Victoria Terminus Chhatrap- 
ati Shivaji Terminus, Owen Dunn Road Bhut- 








kurao Ghandupant Jhadphade Marg and Co- | 


laba Causeway Khushbujang Laghadmand | 


Phandhiraja Marg. Still, the people of Bombay 
are reasonable, intelligent, practical, reliable 
and orderly. They make good friends, and bet- 
ter business partners. So when the McKinsey 
plan for Bombay was flashed, I had instinctive 
sympathy for it. I would like to see Bombay be- 





come a great city — to recover its glory. The cost | 


of Rs 2,000,000,000,000 may seem astronomi- 
cal to other Indians. But if the prime minister 
can dream of spending Rs 5,600,000,000,000 on 
linking up rivers, why cannot Ranjit Pandit 
dream ofless than half that much for Bombay? 
The difference is that the PM can make In- 
dia cough up the obscene amount which nei- 
ther Sushilkumar Shinde nor Bal Thackeray 
can. The PM can tax India more, or he can run 


up a debt India cannot afford, or he can simply | 
print money and reduce the purchasing power | 


ofthe money in our pockets. Shinde can run up 
more state debt and make Maharashtra even 
more bankrupt; but that might get him perhaps 
Rs 2 billion. It cannot get him anywhere near 


the Rs 2 trillion that McKinsey has dreamed up. | 


But, McKinsey will say, we are not talking of 
Rs 2 trillion. Only Rs 500 billion of it has to be 
raised by the government. And only Rs 150 bil- 
lion of that has to be raised from the Central 
budget; the rest can be borrowed. Certainly, if 
the PM can raise Rs 5.6 trillion for useless 
canals, he can raise halfa trillion for Bombay. 

But he will not. Just recall the fate of the plan 
Shishir Sankhe of McKinsey presented to the 
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The Rs 2-trillion 
Bombay dream 


PM on 6 September 2001 for raising India's 
growth rate to 1096. It did not require trillions; 
just decontrol, debottlenecking, and adminis- 
trative reform — all costless measures. But the 
PM said dhanyavaad and promptly buried the 
plan. Economic reasoning does not enter the 
PM's head; he thinks and lives on a higher plane. 

But, you might say, what is economic about 
MckKinsey' plan? It too involves the kind of pro- 
fligacy the PM loves. Whenever he visits Srina- 
gar or Aizawl or Timbuktoo, he tells the aston- 
ished chief minister: "Keep this Rs 10 billion. 
Pocket money." So why can he not go to Bom- 
bay and give a little pocket money to Shinde? 

He can, but he will not. He has his own ideas 
about whom to oblige and whom not to. The 
Kashmiris and the Nagas are perched precari- 
ously on sensitive borders, and Vajpayee tries 
to make them fall off on the right — Indian — 
side. If Bombay falls off the perch, it will only fall 
into the sea. What does the PM care? 

So Bombay should stop dreaming of lines of 
zeros, and use its practical sense. First, it should 
rename itself. The change of name to Mumbai 
has destroyed a few trillions’ worth of brand 
value; Bombay can regain it without spending a 
penny. Next, it should declare independence 
from Maharashtra and, thus, divorce itself from 
the states bankruptcy, impecuniosity and mi- 
serliness. If it does that, it would be fiscally 
strong: it would be able to cut taxes and borrow 
money cheaply. Finally, it Should revamp its tax 
system. It should have only three taxes — a 
property tax based on the average property. 
value in an area, a poll tax at a flat rate on every 
person living in the city, and a tax on vehicles 
that should increase with the road space they 
occupy and go down with their speed. 

Ifit gets that far, the rest is easy — itis only a 
matter of getting the best experts in the world to 
make roads, gardens, malls, marinas, mass 
housing and such material artefacts. With 
these, it can make itself the fun capital of India, 
and attract 200 million Indian tourists a year. 
They will gladly cough up Rs2 trillion. 1 
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HEODORE Vail was quite a 
guy. Not the least because he 
looked like Einstein, bushy 
hair and all. As head of AT&T, 
he was responsible for a 
number of things — for 
building the country's coast- 
to-coast system and for creating Bell 
Labs. He was also responsible for mak- 
ing telephony a basic right, unwittingly 
though. In 1917 Vail countered an anti- 
trust litigation of the US Department of 
Justice by introducing the principle of 
universal service. He said that AT&T 
would be responsible for wiring up rural 
America regardless of cost. Vail could 
have never imagined that his sugges- 
tion, aimed at saving AT&T's monopoly, 
would become the cornerstone of tele- 
com policy the world over. 

In India the issue of universal service 
— or placing a phone in every home — 
is back in focus due to the new uniform 








Rural 


The regulator is 
considering 
whether we 
need a separate 
licence for rural 
telephony under 
the uniform 
licensing 
policy. We 
probably do. 
by Radhika Dhawan 

















licensing policy. The Telecom Regula- 
tory Authority of India (Trai) has raised 
the issue of whether there is a need to 
craft out a separate category for rural 
service providers. As part of its consulta- 
tion paper on uniform licensing, Trai 
suggests the government scope out vil- 
lages or talukas from the statewide cir- 
cles and license them off to any operator 
who wishes to connect that area. Details 


are hazy, but clearly these licenses will | 
have far less demanding licence fees | 
and payment structures for spectrum | 


than those imposed on existing players. 
At first glance, this looks like a step 


that adds to the complexity oflicensing, | 


which, ironically, the new regime hopes 
to simplify. But a closer look at the issues 
related to rural telephony shows that it 
just might be the right push to connect 
the hinterlands. Ashok Jhunjhunwala, 
professor at the Indian Institute of Tech- 
nology-Chennai and an advisor to the 


Ringing in 


India 


ERT 
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government on telecom, says: "Rural In- 
dia telephony cannot be achieved effec- 
tively by private companies under the 
current licence conditions. It needs a 
special category of players." 


So Far, So Slow 


Policymakers have been tinkering with 
the noble goal of universal service for 
some time now. Historically, the incum- 
bent Bharat Sanchar Nigam (BSNL) has 
been responsible for it, receiving subsi- 
dies through the access deficit charge. 
When telecom was privatised in 1997, 
the rural obligation was included in the 
licence conditions for private players. 
That didn't work out at all — the private 
basic operators chose to ignore the ob- 
ligation and pay the fines instead. Also, 
as the definition of rural connectivity 
asked for a mere point of presence, or 
village public telephones (VPTs), some 
basic service providers created the VPTs 
without giving the actual connection. 
The result: while private basic operators 
promised to put up 98,000 phones, they 
have set up just 12,000. 

So the National Telecom Policy 1999 
announced the setting up of a Universal 
Service Fund (USF) in April 2002. This 
fund gets 5% of the revenue share of all 
private telecom players. Companies are 
invited to bid for rural tenders and the 
winner is the operator that asks for the 


least subsidy from the fund. c 








-SATYAJIT DATTA 


R.A. CHANDROO 








IIT's Jhunjhunwala: rural service providers will 


get the job done faster and cheaper 


Thus, the USF expects to disburse $2 bil- 
lion over the next five years. 

On paper, the model appears flaw- 
less. It is based on a competitive model 
of bidding (the tenders are auctioned); 
the financial burden is equally spread 
(all private players contribute to this 
fund) and the selection is based on pa- 
rameters other than cost. The model 
works on the principle that if the losses 
incurred in rural telephony are ade- 
quately covered, then companies will 
eagerly do their bit for rural India. 

Well, that assumption seems a tad 
naive. When BW tried to speak with a 


national basic-service provider, its re- | 


sponse was it was not interested in dis- 


cussing the subject. It felt the obligation : 


would probably disappear under the 
unified regime and if there is no forced 
obligation, why bother with rural India? 
Connecting village hamlets in the boon- 
docks is expensive: special applications 
need to be created, sometimes a differ- 
ent one for each district. It also means 
the burden of finding areas that are not 
covered and servicing them. Ergo, com- 
panies follow the more lucrative city 
markets regardless of any subsidy. 
That's a lesson that the Telecom and 
Networking group (TeNet), based out of 
IIT-Chennai, learnt when it developed 
CorDECT along with US-based firm 
Analog Devices and Chennai-based Mi- 
das Communications. CorDECT is a 
wireless access technology that integr- 
ates both voice and data, and is cheaper 
than conventional technologies. TeNet 
saw in CorDECT a viable technology for 
rural areas. It peddled CorDECT to pri- 


vate players, who deployed it in cities | 


like Mumbai, Delhi and Chandigarh. 











RURAL TELEPHONY 





Jhunjhunwala says: "Private pla- 
yers tend to focus their energies 
on the Top 15 cities in a state. 
They see rural telephony as a 
headache and an obligation." 
TeNet refused to give up. On 
the advice of N. Vaghul, former 
chief of ICICI, and others, it in- 
cubated a company, n-Logue 
Communications, which would 
focus on providing Internet con- 
nectivity to rural India. PG Pon- 
napa, chief executive officer, n- 
Logue, says: "The technocrats 
realised that it's not about subsi- 
dies and technologies; it's about 
focus and orientation. You need 
management to spend significant time 
on rural solutions. The private players 
today just dont have that orientation." 
Look across the border into Ban- 


gladesh and you will see why Ponnapa | 


feels that way. Bangladesh has one ofthe 
most stunning successes of universal 
service in the world. A local micro-credit 
organisation, Grameen Bank, along 
with some investors and Shams, a cellu- 
lar provider, set-up a non-profit firm, 
GrameenPhone. Grameen Bank would 
provide loans to women to buy Grame- 
enPhone's handsets. The women could 
sell telephony services to villagers and 
pay off their loans. In a paper on the 
subject, one of the drivers of this initia- 
tive, Iqbal Z. Quadir, wrote: "Just as as- 
pirin lowers fevers in both adults and 
children, but children need syrups wh- 
ile adults handle tablets, special delivery 
mechanisms need to be developed. 
GrameenPhone has not created any 
new technology, but has established a 
new way to provide access to phones for 
the rural people in Bangladesh." 

So here is the irony of India's policy 
regime. n-Logue is ready to do what 
GrameenPhone has, but can't. It has a 


viable model for rural telephony — asa | 


wireless technology, it is cheaper than 


laying fibre. Also, cost of equipment has | 


come down drastically over the last few 
years. But it doesn't have the Rs 15 crore- 
20 crore needed to bid for a telecom li- 
cence and provide bank guarantees. 
n-Logue already has a viable Inter- 
net business. Using CorDECT, the com- 
pany helps entrepreneurs set up Inter- 
net kiosks in villages. The kiosks make 
about Rs 4,000 a month by emailing job 
applications and organising Web dur- 
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bars. n-Logue makes its money by pro- 
viding Internet connectivity. So far, it 
has put up 800 such kiosks and plans to 
set up 10,000 in all by September 2004. If 
the policy changes, Ponnapa can in- 
clude telephone services in his business 
model instantly, at a manageable cost. 
Under the current policy, the only 
way n-Logue can provide voice is if it be- 
comes a franchisee of a basic-service 
provider, the way a public call operator 
(PCO) today is. But this is easier said 
than done. When n-Logue approached 
BSNL, it was asked to pass on the entire 
margin for telephony to the kiosk opera- 
tor. “We need some margin to cover our 
last mile costs and administrative costs 
like bill collection,” says Ponnapa. Cur- 


digital divide faster and cheaper __ 
@ Rural areas need specially- 
crafted solutions which only a 


focused service provider can come 
up with 


@ This will create entrepreunership 
opportunities in rural India as the 
resources required to provide 
telephony in a smaller area will be 
manageable 


@ Rural service providers will 
require no or very little subsidy 
from the fund 





depth ` 


rently, n-Logue is working with Tata Tel- 
eservices as a franchisee with a revenue- 
share arrangementat the kiosk level. 


Yet the progress is slow. So, ifthe pol- | 
icy doesnt change, and thousands of n- | 


Logues are not given a chance, we are 


backto having BSNLshouldering there- | 
sponsibility of those dusty little hamlets. | 


Back To BSNL? 


Officials like Shyamal Ghosh, adminis- 
trator of the USE do not think the fund 
will lack bidders. The reason is competi- 


tion. The new licensing regime will cre- | 


ate so much competition in urban areas 








that private players will be forced to go | 
rural. Says Ghosh: “Look at the waiting | 


lists BSNL has for its cellular services in | 


places like Gorakhpur. There is a defi- 
nite market waiting to be tapped.” He 


points to recent tenders for villages in | 


Rajasthan where Shyam Telecom, Re- 
liance Infocomm and BSNL have bid. 
The question policy-makers need to 
ask themselves is — how long will mar- 
ket forces take to reduce the digital di- 


Where does the 
money go? 
HE Universal Service Fund? 
Who knows what happens to  - 
the money?" That cynicism — from 
the head of a cellular service 
provider — stems from the fact — 
that till November 2003, the fund 
was a part of the Consolidated ! 
Fund of India and there was little 
clarity on what happened to the ` 
money. Just this month, Parliament 
passed a notification making it a 
statutory body, which means the 
funds' administrators don't need 
permission to withdraw the money. 
Till now, the withdrawal had to go 
through a budgetary process, ` 
which used to delay things and also 
made the funds lapsable. In 2002- 
03, the fund collected Rs 1,800 
crore and spent Rs 300 crore, but 
the money was not carried over to 
the next financial year. Under this 
new notification, the funds are non- 
lapsable. The catch? Parliament 
still gets to decide how much 
money the fund gets. 





_ Bank officials visiting In- 








n-Logue’s village Web durbar: | 
the best way to wire rural India? | 


vide? Remember India 
has just 6% telephony 
penetration. Some World 


dia recently told USF of- 
ficials that few nations 
this size have attempted 
a USO. The more succe- 
ssful models have been 
in small nations like 
Chile and Bangladesh. 
Says Jhunjhunwala: 
"The higher the number 
of service providers in- 
volved in executing the obligation, the 
quicker the job will be done." 
Nevertheless, there are those who 
feel it makes sense for BSNL to continue 
to bid under the present USF scheme. 
This is because the USF also subsidies 
operating costs of existing VPTs. Says 
Ghosh: "This would be a good opportu- 


| nity for BSNL to recover its sunk costs 





| AP and the distance from subscriber to | 


for the 400,000-million km of fibre it has 


laid down.” In the UK and Australia, itis | 


the responsibility of the incumbents, 
British Telecom (BT) and Telstra, to pro- 
vide universal service. In the UK, given 
the high telephony penetration, BT did 


| noteven get a subsidy to finish the job. 
You could even get private players to | 


pay BSNL to take on their obligation. 
Says Ravi VS. Prasad, an IT and telecom 


consultant: “It is more probable thata | 


rural subscriber is closer to a switch of 
the incumbent than to one of a new en- 


trant. In Andhra Pradesh, BSNL has | 
switches every 25-30 km; Tata Teleser- | 


vices has only about 10 switches in all of 
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USF administrator Ghosh: 
market dynamics will force 
private players to go rural 
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switch may be over 200 
km. Hence, it would be 
cheaper for BSNL to co- 
nnect a rural subscriber 
than for the Tatas.” 

But small rural play- 
ers like n-Logue feel 
they can do the job che- 
aper. Early this year USF 
handed BSNL a five- 
year tender for a MARR 
(multi-access remote re- 
lay) replacement at the 
VPTs with a subsidy of 
Rs 14,000 per MARR per year. “We could 
have done the job at a much lower sub- 
sidy. In some cases, we may not even re- 
quire a subsidy. I hire diploma holders, 
who are happy being based in their vil- 
lages, at Rs 4,000 a month. A Tata or a Re- 
liance will pay Rs 10,000. My cost struc- 
tures are much lower,’ says Ponnapa. 

Costs, perhaps, are the most critical 
issue here. The USF bases its subsidy on 
a net loss model — the loss incurred in 
providing telephones in a particular 
area. The data for calculating this net 
loss is gathered from BSNL. So, BSNL is 
the benchmark for costs and the key 
bidder for the service! Mani Kutty, pro- 
fessor of business planning at IIM- 
Ahmedabad and member of the advi- 
sory committee of the fund, is unfazed: 
"I don't think BSNL can get away with 
just any bid. We have people on the 
team who are well-versed with costs of 
rural telephony and will vet these bids." 

For the government the decision is 
simple. What it aims to achieve and 
whatis the quickestwayto achieveit. Ni 
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The Vermas got a new pet 
with their savings 
from IndianOil XtraPremium. 
What will you get? 
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Presenting hi-octane XtraPremium petrol from IndianOil. Reinforced with multi-functional 
additives, the hi-octane XtraPremium petrol gives you extra mileage and much more. More acceleration and 


power. And practically no carbon deposits. So that you can 





enjoy a smooth and silent drive, and yet end up saving a lot. 





JA HIO OCTANE. PET 
Of course, what you do with the savings is still up to you. IndianOil | Extra mileage. Extra savings. 


Tho slanhant chawn in the advertisement is onlv representative of the idea. Leo Burnett B JOCMPEUR 0018/03 
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HREE years ago, Tantra 

Narayan Thakur started trad- 

ing in an unlikely commodity 

— electricity — and in a most 

unpromising environment. 

There was widespread scepti- 
cism, derision and scathing criticism 
within the power sector. 

Power was, and still is, in short sup- 
ply. There was no buffer for trading; 
nearly all of the limited power genera- 
tion was tied up in long-term agree- 
ments. The regulations were restrictive. 
Apart from all those transmission and 
wheeling charges, there were add-ons 
like compensation for the exporting re- 
gion. Trade in power? It made no sense. 

Today, Thakur, who heads the Power 
Trading Corporation of India (PTC), is 
torn between elation and ruefulness. 
That seemingly outlandish idea was 
turned into a sound business proposi- 
tion when the PTC made its debut with 
the transfer of 28.35 million units of en- 
ergy from the Maharashtra State Elec- 
tricity Board (MSEB) to the Jindal Vijay- 
nagar Steel plant in Karnataka three 
years ago. Since then, the number of 
deals have multiplied and the units of 
energy traded has jumped. 

Its amazing leap in turnover and 
profits has signalled the emergence of 
an organised market for electricity trad- 
ing. In the first half of this financial year, 
PTC sold 4,820 million units of energy, 
eclipsing the figure for the whole of last 
year. (See ‘PTC Packs A Punch’) 

That has invited emulation — and 
strong competition is in the offing. The 
big boys of the power sector, the Tatas 
and Reliance, have set up separate enti- 
ties for this business. Some smaller 
companies have been quicker off mark. 
One of them, Global Energy, has already 
supplied 50 MW to Delhi Transco, while 
Amalgamated Transpower has tied up 
with the government of Sikkim to mop 
up its surplus, and is negotiating a man- 
date from several other states to trade in 
their surplus power. Yet another, Koyela 
Energy Resources, has entered into an 
agreement to supply 200 MW to MSEB 
for the next six months. 

The high-tension wires are now 
crackling with energy as trade between 
states zooms. In the past six months, 
around 2,400 MW is reported to have 
been traded bilaterally by a dozen states 
as they contracted supplies to meet 
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their fluctuating load curves (demand 


profile). In other words, they are now | 
striking deals to meet the demand for | 


specific times of the day and for speci- 
fied periods. 

In fact, even a state like Delhi, noto- 
rious for its blackouts, has been export- 
ing power. Such is its seasonal load 
curve, that between November and 
March, it has acomfortable surplus dur- 
ing the night. On the other hand, it 
needs to bring in substantial supplies 
during certain peak periods of the day 
and is, therefore, importing energy from 
sources as diverse as the West Bengal 
Power Development Corporation, Goa 
and Uttaranchal. 


The trigger for this new hum along | 
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the inter-state high-tension wires is the 
Electricity Act 2003. The new law not 
only recognises trading as a distinct ac- 
tivity, but also provides the framework 
for creating a competitive market. 

But PTC chairman and managing 


| director Thakur will tell you that it is 


thanks to his company’s pioneering 
work that such trades have been made 
possible. Till the new law was enacted in 
May this year, the publicly-owned PTC 
was the only entity authorised to trade 
in electricity. Set up in 1999 to facilitate 
the sale of power from the mega power 
projects which were then the flavour of 
the times, PTC has been nurturing this 
market with a steady current of innova- 
tions. Ithas brought into everyday usage 
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: Scheduled exchanges 
of power will bring in 
grid discipline 


5. Better grid discipline 
improves the quality of 
power in terms of 
frequency and voltage 


concepts like differential pricing for 
power sold at different times of the day 
while creating a multi-product portfolio 
of contracts. 

Buyers, only the large ones for the 
time being, have the choice of entering 
into contracts for 'morning peak, 'eve- 
ning peak, ‘night off-peak’, ‘round-the- 
clock’ and combinations of these — all 
at different rates determined by the in- 
trinsic value of the power to customers. 

In a sector that for decades was sub- 
jected to a 'take-or-pay' rule, the new 
flexibilities are almost revolutionary, 
transforming forever the face of a 
rigidly-structured market. 

On 17 November, power trading got 
a much-needed shot in the arm when 


the Central Electricity Regulatory Com- 
mission (CERC) ordered that all trans- 
_ mission service providers would have to 
provide non-discriminatory open ac- 
cess for inter-state transmission to any 
distribution company (discom), trader, 
generating company or even a permit- 
ted consumer with immediate effect. 
This addresses one of the major bottle- 
necks in facilitating the transfer of 
power from one region to another. Al- 
though intra-state transmission is 
within the purview ofthe states and has 
yet to be opened up, traders see this is a 
major step forward. Till June next year 
states have to notify their rules accord- 


PTC's Thakur: Turning an outlandish 
idea into a sound business proposition 
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ing to the new Electricity Act, which also 
specifies that the CERC guidelines will 
be used to prod the states into action. 

ACERC official explaining the impli- 
cations of the order says it is of far- 
reaching significance because it will cre- 
ate a new benchmark for power costs in 
the country. “It is like opening up the 
highways to all traffic instead of restrict- 
ing it to VIP movements (state-owned 
power utilities) as in the past.” 

All the same, the euphoria generated 
by the fledgling trade can be misleading. 
A host of issues need to be sorted out be- 
fore a mature trading sector can change 
the fundamentals of the market. At the 
moment, the volume of exchanges is 
just about 2% of the power generated in 
the country. Analysts also point out that 
the deals are mostly simple back-to- 
back trades in which the arbitrage is 
mostly spatial and inter-temporal. The 
limited players, the low volumes of ex- 
changes and insufficient liquidity mean 
that institutional basis is still weak. 

So what needs to be done? One, a 
sufficiency of players is required. Al- 
though a number of companies have 
jumped into the fray, not many will 
make the cut. Warns Thakur: “Anyone 
who thinks power trading is easy is sadly 
mistaken. It is a very complicated busi- 
ness, calling for special skills.” And Tata 
Power Company (TPC), which envis- 
ages trading as a significant component 
of its integrated operations, strikes a 
similar note of caution. “This is an area 
which calls for different skills, different 
structures and new methods of financ- 
ing. We might be getting a partner for 
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the technical aspects and, perhaps, for 
financing too," says a spokesman. 

Once the CERC lays down the quali- 
tying norms, the weak firms will be au- 
tomatically weeded out, and the expert 
viewis that no more than 5-6 players will 
be left in the trading ring. But even for 
these players, the market does not offer 
even depth since most of the current 
generation is tied up in long-term con- 
tracts. It is for this reason that PTC has 
been steadily tying up with projects 
within India and in Nepal. It claims to 
have tied up arrangements for nearly 
10,000 MW of power that will come on 
stream in the next 5-10 years. 

Also, one has to be cautious about 
the potential demand. Warns Thakur: "I 
dont agree that there is a huge demand 
for power in this country. There is a dif- 
ference between need and demand. I 
am not saying there is no need for 
power, only that need does not become 
demand unless it is accompanied by the 
ability and the willingness to pay." 

There are other critical issues. On 
the whole, the trading market is ineffi- 
cient and disorganised, a key reason be- 
ing the weak data capture and poor in- 
formation-sharing systems. Power 


consultants say that setting up an inde- | 


pendent, non-profit power exchange 
could play a vital role in matching the 
needs of buyers and sellers. This infor- 
mation intermediary, which could be a 
B2B website, could bring together the 
traders on standardised terms and con- 


ditions. It could later be used to provide 


a billing and settlement mechanism. 


Allin good time, says the power min- | 


istry. As the regulatory authorities lay 
out the roadmap, the market will evolve 
and become more sophisticated in its 
operations. The more important issue 
now is to "ensure that the states also do 
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their bit in facilitating trade by allowing 
non-discriminatory access and phasing 
out surcharges on third parties for use of 


| transmission and distribution facilities. 


We need to work towards as level a play- 
ing field as is possible." 

The enabling provisions in the new 
Electricity Act (allowing multiple li- 
cences in each distribution circles, and 
permitting distribution licences to give 
franchises, etc.) are bound to see the 
emergence of several kinds of trading 
entities with different business models. 
But the key issue here is the kind of com- 
petition that will emerge. 

Thakur worries primarily about 
abuse or misuse of market power. “It is 
up to the emerging players to establish 
the concept and reinforce the concept 
of the economic value of a service." As 
he sees it, the kind of competition that is 
emerging could either work towards de- 

veloping new markets 


,, and, thus, increasing the 
Million : 
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pockets are set to enter 
the business. The state- 
owned entity's first- mover 
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Round the clock 


advantage and its impeccable creden- 
tials as a company with no vested inter- 
ests — "we have no special interests, we 
are completely customer-oriented" — 
may still stand it in good stead. 

PTC is, after all, a public enterprise 
whose promoters are the state-owned 
Powergrid Corporation of India, Na- 
tional Thermal Power Corporation, Na- 
tional Hydroelectric Power Corpora- 
tion, Power Finance Corporation and 
Damodar Valley Corporation. Its equity 
holders are the country’s five major fi- 
nancial institutions. The only private 
stakeholder is TPC with a 1096 stake. 

Thakur claims he is not fazed. We do 
not see TPC’s entry as a serious business 
concern. We have always been very 
clear that other players will appear over 
the long term, and that the market will 
beboth developed and segmented, with 
even the possibility of niche operations 
by some entities. However, any com- 
pany which is in competition with PTC 
would not have a seat on our board." 

For the moment, though, everyone 
is happy that trading has finally taken off 
in India. “PTC’s greatest contribution 
has been the selling of a concept, prov- 
ing its value, and not in the turnovers it 
has achieved, however impressive these 
might be,” says its CMD. As for the man 
who made it possible, he declares: “Not 
many would have had the opportunity 
to be so creative and in a sector that is 
beset with so many problems.” g 
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ACTION TAKEN = ‘Santacnz  Bandra-Kurla — 7 
«|| & The Mumbai trans-harbour link u financial | ". | 
|| € 25-km bridge. Longest of its kind ever Khar district. 










@ Cost Rs 6,600 crore 


& Will connect midtown Mumbai to Nhava 
across the harbour and then to the Mumbai- 
Pune Expressway 
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ACTION TAKEN 


@ Creation of Bandra-Kurla as the financial 
district 


€ Malad-Goregaon stretch has 20 large BPO 
companies and 17,000 workers 
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| the sea. The night has long ago been turned into 
| day just one of the desperate solutions for a des- 
| ‘7 perate situation. All these faceless people have 
* — | waded through the late hours to get to work. 
93 These people — the assorted gang of call centre | 





| hum of humanity crashes against the silence of 


workers, the help desk staff, the graveyard shift workers at B. ` : a £ 


pricey investment banks, the burnt-out financial types wal- 
lowingin bars — had to be issued special arm bands, time per- 
mits essentially. The others, simple 9-to-5 types in grey down- 
town offices, could travel in peace in creaking trains. The 
night-timers, they could use their cars and their company 
contract buses to reach wherever they wanted to. 

The Mumbai municipality had to work round the clock. 
Half the work they did on their own. The other half they got 


done by out-of-town migrants who went bust after the large | - 


mass housing projects employing them sold their stock of 
goods and went home. 

The city even had a new passion — customised traffic 
jams. It was a simple game: you could not choose when you 
got stuck in swarmy traffic. You had to notify the municipality 
traffic authorities. They looked at your vocation, your affilia- 
tion, your desperation, and then told the time you could go 
out and join the jam. Prime-time jam was at a premium. Only 
the city fathers, important bureaucrats and the dealmakers — 
the city was full of them — could choose to get stuck in those. 
Lesser human beings would have to be content with odd 
hours and odder places to spend their time, the plain vanilla 
random traffic jam. 

Not that anyone wanted to move around too much. Entire 
parts of the city were full with new mendicants, old garbage 
and older buildings. It was better to remain stuck in a cus- 
tomised, air-conditioned traffic jam, and type feverishly on 
the notebooks. Mobility was just a figure of speech. 

The inevitable had come to pass. 

How did the city get there? Plain neglect and a stupefying 
lack of vision. Mumbai accounted for 3096 of all tax collected 
in India. Ninety per cent of all the money that finally moved in 
andout of country passed through Mumbai. Thirty per cent of 
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turn of the century to a great industrial city of whirring shuttle- 





all the international air traffic to and from India passed 
through Mumbai. Forty per cent of all port traffic came 


through its ports. Five per cent of Indias GDP was created 





there. And one-and-a-half crore people crammed into 450 sq. 
km were doing the Brownian Motion to push all those per- 
centages onto the macroeconomist's table. 

It defies explanation. Great cities capture the essence 
of their times — Athens in the classical era, 1 
London, Paris in 1968, Los Angeles in the age of the dotcorn. 








The mantle was Mumbai's for the asking. Which other city 


could have claimed dominance at the cusp of India’s great 
economic and business revolutions? Its commercial capital, 
naturally. And yet... | 

Nobody in the city had imagined that great economic | 
roller coaster. It had gone from the mercantile centre at the 





looms and by the early nineties needed a footin the door of the 
great service bazaar. 
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story 


After the industrial decline Mumbai had been left with 
large numbers of workers who were ready for factory jobs, but 
clueless about service jobs. And this is where others saw op- 
portunity. Bangalore, Delhi, Hyderabad, all of them saw the 
future and the future was writing code and saying hello. These 


cities employed more than 55% of India's software program- | 
| thecitywasonagrowth rocket. While the old Shanghai grew at 


mers and over 6096 of call centre workers. Mumbai saw small 
opponents hankering for morsels while it was already sitting 
on the high finance peak. And while it was wondering whether 


it had enough trains or wide roads, others were wondering | 
about getting Microsoft to set up shop in their city or to getGE | 


Capital to open back office centres. Mumbai, in a sense, had 
forgotten its purpose. Of becoming a world city. 

World city was not simply a smart moniker. So, why was 
it essential to become a world city? Because that is where the 
big cities must move to if 
they are not become a 
Sheffield, the graveyard of 
the world’s first industrial 
revolution. And world cities 
are where capital of both 
sorts — intellectual as well 
as the greener variety — 
came to rest like it did in 
Cordoba or Baghdad at the 
Millennium. All these cities 
had created infrastructure 
and environment con- 
ducive to living life and do- 
ing business with minimal 
friction. Where all the tal- 
ented ones would chose to 
live and work. 

This is where the dy- 
namics of culture and capi- 
tal remain in balance. 

The few attributes that 
identified the world cities in 
the last century were tech- 
nology, environment and 
economy. A large city can 
choose any one of these 
axes and push the growth 
along them. There were plenty of models to choose from. 

You could have started with Cleveland in Ohio, US. The 
city had been left for dead after seventies, when all the manu- 
facturing jobs moved out. Unemployment was high, city fi- 
nances were dismal and crime was rising. Cleveland started 
off by including private initiative into city development. It in- 
stituted a venture fund to attract young companies. It com- 
bined the efforts of all city agencies under the Mayor's Opera- 
tions Improvement Task Force to contain urban sprawl, 
undertake small area development, mentor young families to 
manage their community better, improve public amenities 
like parks radically, and overhaul health services. It converted 
the polluted sea-facing mass housing schemes into a clean 
waterfront with good infrastructure. 

In Asia, too, the most striking example was that of Shang- 


hai. In late eighties, Shanghai was simply another financial | 
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MUMBAI 


wreck of a city. Unlivable. Zhu Rongji set about changing 
Shanghai and the answer this time was not to renew, but to 
start afresh. He opened up the hinterland by taking the city 
across the Huangpo river to the Pudong neighbourhood. 
Forty billion dollars and 10 large infrastructure projects — 
roads, bridges, tunnels, the metro, deep-water port — later, 


8%, Pudong took off at 16-18%. 

smaller cities that kept pushing forward towards the world 
city list were Bangalore, Tallinn in Estonia, Budapest in Hun- 
gary, and Dalian/ Shuzhou in China. Tallinn became a part of 
the Nordic technology cluster that already had Helsinki and 
Stockholm. Bangalore was the capital of the software and 
semiconductors in the Far East. And Dalian/ Shouzhou were 
the hub of electronics manufacturing and bioengineering. 


Rush hour on the seafront: Evening traffic jams are a common sight on Marine Drive as 
officegoers from Nariman Point head back to their homes. Nariman Point was created in 1965 by 
reclaiming land from the sea. Then, nobody had even an inkling of the commuter nightmare that 
it would turn into four decades on 


, And Americas contribution to the growing list of world cities 


was San Jose, where it all started with an Intel Corp chip-man- 
ufacturing unit. 

Could Mumbai have done anything? It was not a city with- 
out a past. It had a glorious one. A golden one. It could have 
simply continued its giant peristalsis. In the first wave of peri- 
stalsis it ejected the factories to its peripheries in the 1940s, 
when 9 km north ofthe city centre came up its textile mills. By 
the 1980s, the city had consumed the mills through econom- 
ics and politics. The new factories in a giant intestinal move 
were all thrown 24 km further north, to the Thane-Belapur re- 
gion. It should have started filling its stomach. It should have 
got out and created a unified approach to action. It should 
have opened the path to the hinterland to build a new city. It 
should have created new spaces for new industries and then 
pitched like hell to get them... 
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McKinsey has a plan for 
the city. It’s a simple one. 
But are the recommenda- 
tions too simplistic? 


ILENT night. Holy night. A night in which billions of 

dollars seamlessly get churned in the city's machin- 

ery, polished and spun out for the rest of the world to 

use. A night free of particulate matter. A night with- 

out bone-crushing pressure of fellow travellers. A 

night of roads free of the destitute and the homeless. 
A night without the decrepit and crumbling holes in the walls 
of the city. A night that should ideally follow the day in the city 
of busy enterprise. 

All this is written in 32 pages that promise a more civil city 
with better economic opportunity and quality of life, lots of 
low-cost housing, greater land availability and a new city 
across the harbour. (The last one a la Shanghai.) The McKin- 
sey-Bombay First plan can be disagreed with, can be laughed 
at, can bethe target of scepticism, but should not be put in the 
cold storage. For in it lies the future. 

Its aim is daunting. Deepak Parekh, executive chairman, 
HDFC, observed recently: "Great cities have never been great 
twice." The McKinsey plan is a blueprint for just that. It is un- 
equivocal. If the steps are not taken in time, Mumbai will head 
for a collapse, it says. This even the opponents agree with. "A 
lot of things in the plan appear unrealistic and I have doubts 
about its implementation method, but suitably modified, 
these are what Mumbai needs,” says Kirit Somaiya, BJP MP 

The report is heavy with recommendations. The most im- 
portant one: about the economy. For long, Mumbai's revival 
has been deconstructed into the transportation problem, 
clean water problem, housing problem, et al. The problem is 
simply of economic growth and its geometry. 

Mumbai needs to grow at 8-10% a year — slightly faster 
than India's projected 7% — but is crawling at 2%. The growth 
can be accelerated through the services market — both the 
top and the bottom ends. The easiest place to push for that 
growth is what the city has been traditionally strong in: finan- 
cial services. There, Mumbai competes with Hong Kong and 
Singapore to be the most important element in large financial 
corporations follow-the-sun strategies. It has its network offi- 
nancial institutions, law firms, investment banks and high de- 
gree of financial awareness. "Almost 80-85% of all financial 


transactions in India are completed in Mumbai. Thatisthead- | 


vantage it has," says EC. Kohli, former CEO, Tata Consultancy 
Services, in a recent article. If you imagine the future of Mum- 
bai on a canvas, this is where gleaming towers in the back- 
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Private investments 150,000 
— Available funding with municipality 5,000 
š User charges, better tax collection 30,000 
Government Equity 15,000 
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ground of the painting will come in. Almost a lakh more peo- 
ple will find jobs in this sector. 

The second thrust area for Mumbai should be health ser- 
vices and entertainment. The city has seen some state-of-the- 
art cardiac care and diabetes treatment facilities. Strong posi- 
tioning here could see it become an important healthcare 
destination. What IT is to Bangalore, entertainment and me- 
dia is to Mumbai. It has its creative class, production houses, 
financiers and distributors. With the overseas markets accept- 
ing mainstream Indian cinema in larger quantities, Mumbai 
will stand to gain from that growth. And 90,000 more people 
will find employment in entertainment and healthcare. 
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Increasing economic growth 


Employment 
potential** 


Potential Potential 


Sector GDP (Rs cr) Growth (%) 








Financial services 37,461 9 89,000 
Healthcare 1,955 5 15,000 
IT/ITES 13,311 20 77,000 | 
Megwentetenmente . 11,715 13 73,000 | 
Construction 10,368 15 244,000 
Hotels/tourism 6,763 13 46,000 
Retail 27,575 12 263,000 
Manufacturing 20,771 12 204,000 
Transportation/logistics 1,942 10 4,000 
Total” 140,186 141.5 807,000 





* Excludes mfg in the hinterland and transportation/logistics. Includes other sectors 
** Additional jobs by 2013 
vnm Ceres c Io mmm 





The report also suggests that Mumbai try and climb back 
to its position as the IT/ITES capital. Though the Mumbai- 
Pune combine still exports more software than Bangalore 
even now, it may still be a bit tough to upstage Bangalore as the 
favoured destination, primarily because of lack of space. 

The ITES game is still wide open. In the newer areas in 
north and east Mumbai, companies like EDS, Accenture, JP 
Morgan, E-Funds, Intelenet, Wipro Spectramind and Tracmail 
have set up large centres. “Contrary to popular belief, the real 
estate costs aren't that big a worry for ITES companies. We are 
more keen to have good quality power. That Mumbai offers, 
and if the government were to take the initiative, more com- 





panies would look at setting up centres in Mumbai," says Susir 
Kumar, CEO, Intelenet, a TCS-HDFC joint venture for BPO. 
Also working in Mumbai's favour is a large pool of English- 
speaking graduate population, though it is smaller than that 
of Delhi or Bangalore. ITES, scaled up right, can create 77,000 
jobs. ITES, entertainment and healthcare together can be to 
the Mumbai of tomorrow what its mills were 20 years ago. 

To achieve all this, the primary factor will be land — in 
acute short supply at the key points in the city. McKinsey has 
proposed a three- or four-fold increase of FSI. This is a contro- 
versial. Most see it as a plan to favour the builders, but McKin- 
sey says developed parts of world cities have FSIs of almost 10. 
Raising the FSI limit will mean taller buildings. Environmen- 
talists argue that is bad as you need parking space, wide roads 
and public spaces to accommodate the vertical population 
when it descends to the ground level. But McKinsey's answer 
is an amalgamation of contiguous pieces of land to widen 
roads and create parking space. 

The suggested ways to get additional space are by relaxing 
the Coastal Regulation Zone (CRZ) laws and freeing-up large 
tracts of salt-pan lands. Senior government officials say CRZs 
are needed to keep the balance between sea and land, but not 
at all points within Mumbai. So, an increase in FSI and an ad- 
dition of environmentally audited salt pans and CRZ land can 
push up real estate availability almost 50%. 

A large part of this land will end up with the paying public, 
but what about those who are less well off? They are the ones 
forced to encroach on public land. The only way to prevent 
this is to make sure that builders provide for low-cost housing 
while developing dream homes for the rich. The plan is to de- 
velop 300,000 houses where rents would be below Rs 1,500 a 
month. This, the report says, can be done through incentives 
the way China did it. In China, government auctioned the 
public land with the condition that a fraction of that be devel- 
oped into low-cost housing. The other method is through tax 
breaks, which is the way US does it. Builders who build afford- 
able housing get tax concessions. Both these measures are 
over and above the rehabilitation schemes for slum dwellers 
that are being implemented currently in Dharavi, the largest 
slum area in this part of the world. These measures, if imple- 
mented in letter and spirit, should reduce the familiar sight of 
entire populations existing at the street level. 

The dream is not going to come free. It is going to cost $40 
billion (about Rs 182,600 crore) over 10 years. About 2596 of 
this amount is what the government will have to invest. The 
rest will come through private investment. The private invest- 
ment in housing, telecom and services sector will be based on 
market demand. The government part is about $10 billion 
that will be managed through better collection of property 
taxes, increased water user charges from richer neighbour- 
hoods, better fiscal discipline at the municipal corporation 
and better utilisation of land assets across the city. Can the 
money be raised? Another critic of the McKinsey plan, M.N. 
Chaini, president, Maharashtra Economic Development 
Council, agrees that it can be done. He says: "If the govern- 
ment is willing to do its part, funds will not be a problem for 
Mumbai. The government just has to show that it is willing to 
take the tough decisions." The dream then hangs in balance 
outside the seat of power — the Mantralaya. m 
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According to the figures released by the Audit Bureau of fe 
has emerged as the fastest growing business magazine in the 
January-June, 2003. Also Businessworld has the largest c 
business magazines in the eight major metros*** ahead of 
copies and Business India by 38,894 copies. Just how thai transi 


reach, now that’s elementary isn’t it. 


anuary-June 2003. ***Delhi, Mumbai, Kolkata, Pune, Bangalore, Chennai, Hyderabad, A x x 





story 


The First STEPS 


Enterprising Mumbaikars 
have started making the 


first moves for rebuilding 
their metropolis 





T has been one long day after another for Sanjay Ubale, 

secretary, special projects, Government of Maharashtra. 

Days filled with talk of action, of planning and, most im- 

portantly, co-ordination. On 22 September, Ubale took 

charge of examining the action plan for Mumbai based 

on a report by McKinsey and Company. It is a stupen- 
dous task. It needs co-ordinating 22 different 
agencies — the police, MHADA (the low-cost 
housing company), BEST (the local bus opera- 
tor), the municipality, the port trust, the local 
telephone company, the RTO, the railways, et 
al, that together manage Mumbai — to rejuve- 
nate the city. This is not the first attempt.In 
1965, architect Charles Correa had recom- 
mended the creation of a new city across the 
harbour. Instead, Mumbai planners reclaimed 
land to develop Nariman Point. 

The task force has seven representatives 
from the state government, one from the PMO 
(Sudheendra Kulkarni), two from Bombay First 
(a city advocacy group) and one each from CII, 
Bombay Chamber of Commerce and Indian 
Merchants Chamber. ^We are prioritising right 
now. The plan has made recommendations. We 
have to say which we think would be the right 
ones and then start," says Ubale. 

The task force has had two "intense" meet- 
ings in the office of Maharashtra chief secretary Ajit Nim- 
balkar, says an insider. One contentious issue is improving the 
airport, which will need the involvement of four state and 
Central government agencies and a relaxation in the coastal 
regulation zone (CRZ) laws. The first one is a tedious task, but 
since both the state as well as the Centre have cleared privati- 
sation and private companies have shown interest, the im- 
provement should be done as quickly as possible. The CRZ is- 
sue is contentious as environmentalists believe coastal flora 
prevents soil erosion. 

Politically sensitive matters like pegging property tax to 
market value and the rent control act are still to be discussed. 
But both Kulkarni and Anand Mahindra, president, CII, have 
urged the government to set “outrageously ambitious" targets 
and not look for "short-term palliatives" say Mantralaya 
sources. "We think the plan is on the right track as of now and 
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there seems to be a lot of consensus even across political par- 
ties on many suggestions of the report," says S.S. Bhandare, 
CEO, Bombay First, which co-authored the ‘McKinsey’ report. 

While the task force provides the big picture, some roads 
and railways initiatives are already under way. In charge is 
T.M. Chandrashekhar, additional metropolitan commis- 
sioner, Mumbai Metropolitan Region Development Author- 
ity, a task force member responsible for sprucing up Thane, a 
city North of Mumbai, and Nagpur in the last three years. Now 
he is up against a tougher problem. “We are actually targeting 
the bare minimum with the first set of initiatives,” he says. 

A priority is the railway system. Today, each local train rake 
carries 400-450 people when it is geared for just 150 people. 
The Railways realises that traffic has changed. “It is much 
more distributed because new business centres like Andheri 


(media/entertainment) and Bandra-Kurla (finance) have 





Sanjay Ubale, 
secretary (special 
projects), Maharashtra, 
has a stupendous job. 
He is heading the task 
force that is looking into 
the McKinsey plan 


come up,” says Chandrashekhar. So the solution is to make 
the frequency of trains vary with the passenger traffic on spe- 
cific sections where the rush is more. Also, new tracks are be- 
ing added between the suburbs of Virar and Borivli, where the 
travelling conditions are difficult. Further, Mumbai is trying to 
squeeze the minimum time between two trains which is cur- 
rently 3-4 minutes. “In no other country do people run trains 
with such a large amount of headway. It is usually 50-90 sec- 
onds,” says Athar Shahab, sector head (transport), Infrastruc- 
ture Development Finance Corporation. 

Yet, these measures will result in just a 17% increase in ca- 
pacity, providing for population growth. Two other initiatives 
that will boost it another 15% are longer trains (currently, only 
28-30% fall in that category) and creation of anew railway sta- 
tion at Carnac Bunder—a few kilometres off the erstwhile Vic- 
toria Terminus. This new station will handle only long-dis- 
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tance trains. "Long-distance trains 
have to run at inconvenient times 
andalso cut into local train services," 
says Chandrashekhar. This holds up 
the existing north-south services. 
MMRDA is also starting a light rail 
service between the eastern and 
western suburbs through a Light Rail 
System between Andheri and 
Ghatkopar. Mumbai till now has had 
offices in the south and people in the 
north. The most used travel option 
— trains — is only north-south. To- 
day, Mumbai has offices all over and 
clearly that approach has run its 
course. The construction work has 
started and this 9 km section of the 
light rail system is expected to start 
service in 2006. But Chandrashekhar 
strikes a very sobering note. "If the 
population growth continues the 
way it has, all our measures will be 
inadequate," he says. So, what can 
possibly be done? 

The solution according to A.N. Lakhina, vice-chairman, 
Maharashtra Road Development Corporation (MSRDC), is to 
build a long bridge from midtown Mumbai — Sewri — to 
Nhava in mainland Maharashtra 25 km away. Has anyone 
built a bridge so long? "No one. The distance between India 
and Sri Lanka is 18 km!” he says. Will it be done? “We want to be 
totally sure of what we are building. We expect to receive the 
environmental clearances soon and we will start the bidding 
process for the bridge in early 2004,” he says. The Indian Navy, 
which has a base in south Mumbai, had earlier objected to the 
project, but is now okay with it. 

The bridge, when built, will be the most crucial part of a 
largely over-the-sea ring road that will connect Mumbai to 
Nhava and then through another high-speed road to Lonavla 
on the Mumbai-Pune Expressway. It will cost Rs 6,600 crore 
and take five years to com- 
plete. This is more complex 
than what Zhu Rongji did 
when he opened up 
Pudong across Huangpo 
river to revive Shanghai. 
“This is the only way you 
can open up the hinter- 
land,” asserts Lakhina. 
Nhava already has two new 
ports that handle 50% of = 
the traffic that comes to ‘Liane 
Mumbai. There are two ia 
new Special economic 
zones that have been set up 
and in one offshore bank- 
ing units have already 
started functioning. But 
the real growth is in the fu- 
ture really. 
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Concrete moves: Various agencies are planning to rehabilitate 
slum-dwellers in more comfortable and proper habitats. This one 
in Dharavi has been built by the state government 


T.M. Chandrashekhar, additional 
metropolitan commissioner, MMRDA, 
is targeting the bare minimum with the 
first set of transportation initiatives 


The present? Till these projects 
are over and even after, Mumbai will 
have to find a better way to treat 60% 
its population: slum-dwellers. While 
many attempts have been made in 
the past to do so. They have all failed. 
Slum-dwellers have simply sub-let 
the new mass housing flats given by 
them to the government and moved 
backto the slums. Why? "Economics. 
You can't move the man somewhere 
totally far from his livelihood," says 
Mukesh Mehta. Mehta runs an NGO 
called Dharam. Many true-blue 
NGOs believe he is working for their 
bete noire: the builder community. 
"All Iknowis that stuff you do for free 
is not respected. Slum-dwellers must live decently but they 
must pay for that. And their livelihood must not be taken away 
from them," he says. He has taken on the task equivalent to 
cleaning the Augean Stables. "Look," he says, pointing to the 
dense expanse of Dharavi, "this place is worth Rs 3,000 crore a 
year. Leather and pottery trades thrive there. To you this could 
be a hell hole, but for many this is the gateway to Mumbai. 
They learn their art, move out and open their shop some- 
where in Mumbai," he says. 

His approach is simple. Get slum-dwellers into highrises, 
use the free horizontal space to provide for roads and com- 
mercial centres. Give the builder the right to exploit the com- 
mercial. Also get slum-dwellers to pay Rs 25,000 for houses 
and Rs 250/sq. ft for shops. And then let the market forces get 
schools and healthcare services to start. "My approach will in- 
crease the income of the residents, which will easily compen- 
sate for what they have to 
pay, he says. He has already 
started developing one of 
Dharavi's 12 sectors and is 
hoping others will follow. If 
he fails, it will only be be- 
cause of politics and not 
economics. 

In the end, all con- 
stituents of Mumbai, be 
they government, private 
sector or the NGOs, will 
aem m have to use the economic 
EK See argument while making de- 
cisions. If they do not, they 
will have the political 
choice: of registering them- 
selves as voters in a new city 
because this will only get 
worse any other way. P” 
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by Irshad Daftari 
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N the face of it, it is hard to 
understand why  Shashi 
Kumar (the man pictured 
above) is looking weary. Over 
a year ago, the general man- 
ager (retail and leisure) of 
Landmark Construction Company be- 
gan work on a mall called The Hub in 
Goregaon, a suburb in western Mum- 
bai. Today, construction is almost over. 
Go to the site and you will see labourers 
swarming all over. Work is progressing 
steadily; an impersonal grey structure 
that has nota fleck of paint on it and sur- 
rounded by scaffoldings looms large 
over the road, even as the interiors begin 
to take shape. The labourers are all set to 
put the final touches on the first phase 
of the 2.85 lakh sq. ft complex as they 
race to finish the mall by January 2004. 
What's more, in the Kishore Biyani- 
promoted Food Bazaar, Kumar has 
managed to get a good anchor tenant. 
Essentially, anchors are the corner stone 
of a mall’s success: they pull in the 
crowds. A good anchor could be a de- 
partment store, a multiplex, a hyper- 


E 





market — anything that Even "ae m struction cost with that 
E 's mall, The ; ” 

can attract crowds, day af Hub, is set to open kind of rent. E 

ter day. Most tenants would on January 2004, he That is somewhat ironi- 


enter a mall only if they are 
convinced of the anchor's 
capability of pulling in the crowd. No 
wonder malls give the anchor tenants 
discounts on the rents. The Pantaloon 
groups food and grocery retailing busi- 
ness, along with Movietime, a multiplex, 
has picked up close to 4096 of all the re- 
tail space in the first phase of The Hub. 
And yet, somehow, Kumar is not up- 
beat. Part of this can be attributed to the 
fact that four other malls are coming up 
within 2 km of The Hub. More impor- 


tantly, he is realising that this business | 
might be nowhere as profitable as he | 
| mall space he has leased to Food Bazaar, 


initially thought. Take the deal with 
Food Bazaar, which is anchoring the 
first phase of his mall (pegged at 1.25 
lakh sq. ft). Kumar says: "I have a rental 


agreement with Food Bazaar, where | 


they will pay a monthly rental of Rs 40 
per sq. ft." When prodded on the signifi- 
cance of those numbers, he reluctantly 
admits: "I can't even recover my con- 
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has managed to find 
few takers 





cal. Setting up, running and 
managing a mall is sup- 
posed to be a nicely profitable under- 
taking. If you set up a mid-sized mall of, 
say, 2.5 lakh sq. ft from scratch some- 
where in suburban Mumbai, you might 
have to invest as much as Rs 100 crore 
given land and construction costs (See 
'Mall Economics). But if you get a 
monthly rental of Rs 80 per sq. ft, which 
is par for the course, you can break even 
within 5-6 years even without a 10096 
occupancy. That's an annualised 18- 
20% return on investment (Rol). Now, 
consider Kumar once again. On the 2096 


he will make barely Rs 1.2 crore per year, 
when it could easily have been double. 
To compound his problems, while his 
mall will be ready in another two 
months, so far he has found takers for 
less than half of the total space — and 
for a far lower rate than he wanted. Ne- 
gotiations are still underway for the rest 





ofthe space. Things are coming uncom- 
fortably close to the wire. 

This is the other face of the mall 
boom in this country. To see the better- 
known face, zoom into Mumbai, down 
the Western Expressway highway 
stretch from Bandra to Goregaon, or 
along the link road past Andheri, or 
along the Eastern Expressway highway 
towards Thane and beyond. You will see 


| countless hoardings tom-toming new 


_ malis under construction. Or take the 
| National Capital Region. Drive down 
į | the Mehrauli-Gurgaon road. There are 
| as many as eight malls on this stretch of 
| road, with six more to be added. In 


Noida, you will see more hoardings, evi- 
dence of a boom in mall construction. 
Indeed, India stands on the cusp of a 
mall boom — a retail report by real es- 
tate consultancy Knight Frank says 
about 300 malls will spring up all over 
the country over the next 2-3 years. Be- 
tween them, they will cover more than 
25 million sq. ft of retail space. Mumbai 
and Delhi alone will have over 20 malls 
each in the next two years. 


... SHOPPING À 


Only that the retailers seem to have dif- 
ferent considerations when it comes to 
setting up outlets. Consider the 
Mehrauli-Gurgaon highway. Why 
would any retailer enter a mall here in 
the face of competition? In an informal 
meeting with BW, Himanshu Chakra- 
varti, general manager, Trent (the conme 
pany that owns the Westside store > 
brand), recounted an anecdote: A mall 
developer from Gurgaon approached — 
us to enter his mall, one of eight in a 
stretch. I really fail to understand, with 
that kind of competition, how 1 could 
add any value to the mall." 

Yet mall developers probably think 


| the more of their kind the merrier. Shri- 


Is this explosion justified? Probably. | 
B.S. Nagesh, CEO, Shoppers’ Stop, has | 


been watching the latest developments 


very closely. He is certain that there isa | 


need for the malls. Says Nagesh: "Con- 
sider just 196 of the entire Indian popu- 
lation. Adding a reasonable assumption 
of 20 sq. ft of retail space per person, 
there is an immediate requirement for 
over 200 million sq. ft of space for cus- 
tomers." Nevertheless, the mushroom- 
ing of the malls has made him a little 
cautious. "I have no idea where the mall 
industry is heading," he says. 

So if there is a requirement for malls, 
why are people like Kumar upset? The 
problemlies elsewhere — in supply out- 
stripping demand. There are simply too 
many malls chasing too few tenants 
(See ‘Where Are The Tenants?’). Con- 
trast this with the scenario three years 
ago, when retailers were making a bee- 
line for Crossroads in Mumbai and 
Ansal Plaza in Delhi. Kumar and his ilk 
nolonger have that privilege. 

That is not to say that the retail in- 


dustry is not growing. It definitely is. | 
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ngar Films’ Shravan Shroff makes an in- 
teresting point. He says: “When Fun Re- 
public opened opposite Fame (the 
Shringar-owned mutliplex) in Andheri, 
my weekly profit after tax (PAT) came 
down to Rs 17 lakh from Rs 19lakh in the 
first week. But Fun Republic’s PAT for 
the first week was Rs 11 lakh. What inter- 
ested me the most was not my decline in 
profits, but the overall increase in enter- 
tainment spending of Rs 9 lakh in the 
same week, on the same patch of road." 

So traffic on the whole may rise in 
Mallville, But will you, as a retail brand, 
set up multiple outlets in the same area? 
Probably not. 

So how has the playing Held 
changed then? Here are a few interest- 
ing outcomes that have emerged: 

@ Mall developers are now playing it 
safe, They are ensuring they have a 
basic minimum number of tenants 
before they start work on developing 
the malls Does this mean the mall 
developers have understood the down- 
side risks they face? Apparently yes. 
Says Anuj Puri, managing director, 









depth . 


Chesterton Meghraj: 
"Mall developers have 
wisened up. Most of them 
start construction only 
after they are sure that 
they have got tenants to 
occupy 35-4096 of the 


mall. This would ensure at RNA Millenium, Mumbai 1.0 « 4096 1st quarter '04 

least a cash break-even Oberoi Mall, Mumbai 4.0 40% 1st quarter '04 - 

before the project gets off DLF Mega Mall, Gurgaon 2.0 35% Dec '03 

the ground.” — MGF Plaza, Gurgaon 0.7 55% March '04 
Inorbit in Malad, ZEN x eM xm 


Mumbai, and Unitech in 

Noida, scheduled to open soon, secured 
tenants for one-third ofthe space before 
getting the projects off the ground. 
However, on the condition of anon- 
ymity, a mall developer admitted he had 
to complete construction even before 
he could convince tenants to move into 
the mall, because the clients wanted to 
see the physical representation of the 
mall. This becomes an unviable propo- 
sition iftenants do back out eventually. 
ll The biggest casualty is rentals. Malls 
give anchor tenants space at a rate 
lower than for the rest of the mall. Now 
there are but a handful of players large 
enough to anchor a mall. The depart- 
ment stores include Shoppers' Stop, 
Pantaloon, Westside, Ebony and 
LifeStyle. There are just two hypermar- 
kets, Big Bazaar and Giant, while multi- 
plex players include Fame, Inox, Adlabs 
and PVR. Moreover, a multiplex and a 
hypermarket don't even make for an 
ideal anchor tenant (See A Problem Of 
Anchoring). Says Puri: "The limited 
basket of large-scale organised retailers 
makes it very difficult for malls to get 


A problem of anchoring 





Where are the tenants? 


Some of the malls that are opening up in the near future — 


and the retail space they have rented out 


Development 
area (lakh sq. ft) 


Occupancy 





Grand Hyatt, Mumbai 1.2 < 40% 1st quarter '04 


the kind of anchor tenants they want. A 
mall developer has to approach every 
available retailer to get him to anchor 
his mall.” Even today, the country has 
no big retail chain in the white goods or 
the pharmaceutical segment. 

lll The balance of power has shifted in 
favour of the retailers. Faced with a 
severe anchor crunch, mall developers 
have to bend over backwards to facili- 
tate anchors, some of whom have 
reduced rentals by as much as 6096 of 
the original lease rentals. It would take 
some time before parity is restored 
between these two. Says a mall devel- 
oper: "The advent of FDI (foreign direct 
investment) in retail will definitely sh- 
ake the local retail- 
ers out of their 
smugness. It is a 
pity we don't have 
the Selfridges of 
the world as yet in 
India; they would 
provide for a larger 
retail basket.” 

W Developers are 


and discount stores bring in the kind of spending profile the rest 


S URE they are crowd-pullers, but can multiplexes 


of the mall wants? An average daytime filmgoer, probably aged 
16-24, is unlikely to buy a shirt or a pair of shoes if he comes to watch 
a film. Pranay Sinha, associate director (retail advisory) at real estate 
consultants Jones Lang LaSalle, says: “A discount store like Big Bazaar 
has really not helped Phoenix Mall's other tenants. Families shop for 
their monthly groceries and then head straight home, without even 
looking at the other options that the mall has to offer." So why get 
them? Simply because of the sheer numbers they generate — 4,000 a day 
for multiplexes! Says Jaydeep Shetty, vice-president (marketing), Inox 
Multiplexes: *A multiplex provides the rest of the mall with far greater 
visibility: people coming in for movies will notice the other shops in the 
mall and could revisit the mall in future." Ditto for Big Bazaar. 
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Commencing 
operations from 


Source: Chesterton Meghraj 





SHOPPING MALLS 


themselves driving away 
other tenants. This is 
because ofthe high main- 
tenance prices they 
charge from these sec- 
ondary tenants. Since get- 
ting an anchor at a rea- 
sonable rental (for a mall 
developer) is going to be 
difficult, a mall will try 
and hedge its bets with 
the other tenants by fac- 
toring in an additional 
component to the rentals called the 
common area maintenance (CAM) 
charge. This is essentially the cost of 
infrastructural facilities — air-condi- 
tioning, energy, etc. — that a mall pro- 
vides the tenant. Malls charge as much 
as Rs 20 per sq. ft every month as CAM 
and drive up the rentals, a scenario that 
many tenants find, well, untenable. 
Suffice to say, malls will lose tenants 
if they overcharge. How then can they 
change the rental scenario? Says 
Chesterton Meghraj's Puri: “Rentals 
should be a direct function of footfalls 
after the mall is set up. So if the footfalls 
increase, only then should a mall devel- 
oper hike rentals for a new tenant." 


Learning To Float 


This scene today is 
reminiscent of 
California during 
the Gold Rush: lots 
of prospectors 
rushing in and 
staking out land, 
hoping to strike it 
big. Most fell by 
the wayside. That 
will be the case 
here too, unless... 
The thorniest 
issue still remains the rentals. As rental 
expectations of the mall developer and 
the tenant are unlikely to match, the 
best way out would then be to enter into 
a revenue-sharing agreement. A tenant 
would give the mall owner a percentage 
of his revenues, with or without a mini- 
mum guarantee. (Few anchors pay the 
mall owners in advance for construc- 
tion, the way it happens elsewhere in 
real estate development.) The agree- 
ment would vary for different tenants 
depending on the real-estate cost of the 
tenant — it would be low for an apparel 
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Great Moments at Work. 
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store, whose inventory expenses will be 
higher, and high for a gaming and enter- 
tainment hub, which doesn't really re- 
quire any additional expense after the 
machines have been set up. Trent’s 
Chakravarti says: “This is the simplest 
way for a retailer to minimise his risk. 
Even if retailers have poor sales, a large 
part of their turnover is not lost to 
rentals.” There are signs that such agree- 
ments are becoming common. Says 
Puri: "We have facilitated a revenue- 


sharing agreement between Shoppers" 


Stop and Nirmal Lifestyle (a mall in Mu- 
lund, Mumbai), whereby the mall re- 
ceives 3.5-4% of the monthly 
turnovers.” Shoppers’ Stop has also en- 
tered into an agreement with Inorbit, 
where Shoppers will pay either 
monthly rentals of Rs 30-40 per sq. ft, or 
6-7% of the turnover, whichever is 
higher. Barista has an agreement with 
Inox, as does McDonalds. 

Such agreements have other bene- 
fits. They could reduce tenant turnover 
significantly and ensure that the mall re- 
mains well occupied. They could also 
prompt the mall developer to look for 
ways by which footfalls can be incre- 
ased, as that would be to his advantage. 

That last benefit has prompted 
many mall developers to rope in consul- 
tants to study catchments, psycho- 
graphics and spending habits of con- 
sumers. The idea is to map out the 
brands they want in their mall. Says 
Anand Sundaram, general manager, In- 
orbit: "Only after an exhaustive study of 
consumer patterns did we decide what 
brands we wanted in the mall." This is 
important as most malls cater to SEC A 
ofthe population; the number of brands 
this class of people buys are still limited. 
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Size matters 


s big beautiful? Consider 

these newcomers —!norbit in 

Mumbai and Unitech in 
Noida. Inorbit's first phase 
comprises 500,000 sq. ft; it is 
expected to add an equal 
amount in the next phase. But 
at 1 million sq. ft, Unitech is, 
by far, the biggest mall ever to 
be developed in India. It will 
add 600,000 sq. ft more in the 
second phase. So, could these 
malls go empty? Not by the 
tenant mix they have adopted. 
Inorbit has Shoppers' Stop, 
LifeStyle, Giant (for the first 
time in Mumbai) and Fame to 
anchor the mall, along with 
Pizza Hut, TGIF and Ruby 
Tuesday. Unitech has Shoppers' 
Stop, LifeStyle, Pantaloon and 
Big Bazaar —all under the 
same roof. The biggest coup 
that it has pulled off: Delhi's 
famous Meena Bazaar. 


Inorbit has also conducted studies to 
tap synergies that exist between ten- 
ants. So, it decided to plug its anchor 
multiplex (Fame) along with food op- 
tions McDonalds and Pizza Hut, and an 
entertainment hub, Timezone. So, any- 
one who visits the mall is offered a com- 
plete entertainment option. Sundaram 
says: "We really can't expect a behav- 
ioural sea change from the average In- 
dian consumer. We don't expect him to 
buy jewellery or books when he comes 
to watch a movie, but we would like to 
bundle the entertainment and food op- 
tions together, because that seems like a 
good synergistic combination." 
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Other malls are trying to sort out ba- 
sic infrastructure issues. Even today, 
many do not have sound infrastructure 
facilities. Crossroads, for instance, does- 
nt have a service entrance for its retail- 
ers. At a mall in Gurgaon, an employee 
of a food court was spotted cutting his 
veggies right outside the mall entrance 
before operating hours, simply because 
there was no place within the mall to do 
so! But now, Inorbit has a separate 
freight elevator and a loading and un- 
loading dock so that the regular mall ac- 
tivity is not disturbed. Prestige Forum in 
Bangalore got Shoppers’ Stop to anchor 
the mall after it ensured a 2-tonne base- 
ment and service capacity. GVK One in 
Hyderabad has a car park for 800 cars, 
while Inorbit has one for 1,200 cars. 
Malls developers have also been roping 
in the best designers and architects, 
both locally and from abroad to ensure 
that looks aren't compromised on. 

Yet, this is not enough. Malls also 
need to be sensitive to retailers' needs. A 
multiplex owner cites the example of a 
mall turning off the lights at 9 p.m., be- 
fore the last show began, giving the im- 
pression that the mall was shut. As a re- 
sult, the box office slackened. It took 
some confrontation before the mall 
managers kept the lights on longer. The 
same mall also refused to help the mul- 
tiplex with food and theatre licences. 

Mall developers have traditionally 
been real estate businessmen looking to 
diversify. Most have not really bothered 
with the daily operations of the mall 
once the tenants are in. But now, they 
are realising the need to actively do so 
even as they understand how low foot- 
falls could lead to an exodus of tenants. 
For that, they need to put a premium on 
quick, efficient and satisfactory service, 
both to consumers and to the retailers. 
Inorbit and Prestige Forum are already 
moving in that direction. They have in- 
stalled footfall counters to map the en- 
tire mall and study exactly where cus- 
tomers head to and how much time 
they spend in different areas of the mall. 

Even Shashi Kumar says: “With this 
kind of competition, sustenance for 
malls will only happen if they continue 
to draw in the crowds.” And that task is 
not easy. But if Kumar attracts the num- 
bers, he will thrive in the compounded 
growth that the industry expects to see 
over the next 10 years. B 
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PROF. NIALL LOTHIAN: Adjunct Professor of Accounting & Control, INSEAD, France. 
PROF. CHRIS LASZLO: Partner & Co-founder of Sustainable Value Partners, Inc. USA 


ese epe Aan IN a v aywayaa OPA D ALAA hem mST SPEI ICA 









pte umen 





aet 





Guest Sessions by: Two Distinguis ne 





CERTIFICATE : Participants will be awarded a certificate on completion of the programme, 


Hotel: Taj Blue Diamond, Pune 
Programme fees: Rs. 2.5 Lakhs for individuai Participation 
Corporate Package: Rs. 6.5 Lakhs for a team of 3 Executives 


(All packages include single occupancy boarding & lodging at 
Taj Blue Diamond, airport transfers & course material) 


Excellence in Management 


PROGRAMME CHAIRMAN 


Mr. R. Gopalakrishnan 
Executive Director, Tata Sons Ltd. 








htto:/www.aima-ind, org 


— 





Mtr 








1 aaa 


For more details, contact: Ms Anjali Srivastava, Programme Manager, ALL INDIA MANAGEMENT ASSOCIATION, 14 institutional 








dtp tide ndr Ar votare Angina Foe YR TNE LA IIE LESLIE MEE IRL LILLIE IIL vp EAR 





UNIT B3 


dd 


Area, Lodhi Road, NEW DELHI 110003 Tel: 24617570. Mobile: 9818231938. Fax: 24626689 E-mail: amp@aima-ind.org x 





“depth was. s 


Infrastructure outsourcing could be the next big 
opportunity for IT. In fact, it could be as big as 
software services, find P Hari and Shishir Prasad 





bags for a US trip this April. 

That was only his second 

business trip to that coun- 

try. Sharma had set up Net- 

work Solutions (Netsol) in 

1993 and seen it grow to 
Rs 120 crore in 10 years. He wanted it to 
grow faster, like the Wipros and the Sat- 
yams, but he was not willing to turn to 
software services just for the sake of 
growth for his company. He knew the 
area he wanted to be in and was biding 
time, waiting for the right growth op- 
portunity there. 

On this trip, he went to meet the 
smaller brick-and-mortar firms in the 
US. Netsol is a systems integrator, one of 
the best and largest in India. It knew net- 
works inside out. For a-year-and- 
a-half, Sharma had been using 
this knowledge to develop 
software for monitor- 
ing networks. Net- 
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Netsol's Sharma 
has found the way 
to grow: through 
smaller brick-and- 
mortar operations 





| p 


work management was big business, 
with mega corporations like IBM and 
Hewlett-Packard offering mega soft- 
ware at mega prices. But those prices 
made it unaffordable for most compa- 
nies. So, thought Sharma, if he could sell 
network management software at a not- 
so-mega price, he could have the mar- 
ket served to him on a platter. 

He visited the US in April, then in 
June, again in August and once more in 
October. By now he has started pilot 
studies on his products with two US 
companies. He hopes to bag two orders 
by the end of November and five by Jan- 
uary. The customers are all of medium 
size, between $1 billion and $3 billion in 
revenues. Each order could be worth 
$40,000 for Netsol. Each sale could bring 
in several times more in services over 
several years. It is Netsol's first crack at 
the US market. 

The products manage different 
parts of an IT network. You could see 
from Bangalore, for example, whether 
your switches at the Houston office are 
functioning properly. You could moni- 
tor a global network from one location, 
and solve many problems from there 
too. Large network management soft- 
ware products like Tivoli or Unicenter 
TNG can manage tens of thousands of 
nodes from a single point. But Sharma 
believes he has a superior product for 
the small enterprise. 

Sharmas plan is like this. Use the 
products to enter the US market. Ser- 
vices around the product will bring in 
more revenue soon. Later, he can bag 
contracts to manage entire networks 
from his Bangalore Network Operating 
Centre (NOC). One day Netsol will try to 





own and manage the entire IT infra- 
structure of corporations. The business 
promises him big bucks, the globe as the 
stage and the most powerful IT compa- 
nies in the world as competition. 

Global technology waves do not 
cause ripples easily in Wipro. In two 
decades this company has seen them 
all. The hardware wave, the software 
wave, the technology services wave, the 
embedded software wave and the busi- 
ness process outsourcing wave. Yet, 
company executives think they have got 
something special now; something that 
one day could rival software services 
revenue. Says Sudip Banerjee, president 
(enterprise solutions), Wipro Technolo- 
gies: “It is as big an opportunity as any 
we have had in the last 20 years." 

Wipro Technologies entered the in- 
frastructure outsourcing market four 
years ago. Today, it is a $44-million 
(Rs 200 crore) business with 650 people 
and 95 customers. The business grew 
24% this year. Wipro has some large or- 
ders, including one for $20 million from 
Thames Water in the UK. 


Wipro is not the only one showing | 
good growth. It's rival HCL is growing | 


quickly too. HCL Comnet, the sub- 
sidiary that handles the infrastructure 
outsourcing business, has 1,000 people 
already and earns about $31 million 


(Rs 136 crore). HCL Comnet also has big 
orders, including one for $50 million | 


from AMD. HCL has 11 international 
deals worth between $9 million and $40 
million (these deals are for several years) 
and 73 domestic customers. 

Tata Consultancy Services (TCS) has 
been a bit cautious, It used its domestic 
operations — it manages the IT infra- 


structure of 
many Tata 
group compa- 
nies — to get into 
the business. TCS 
revenues are hard to 
come by, but it employs 
550 people in the group and 
its revenues are estimated at $16 
million (Rs 70 crore) from the opera- 


tions. TCS believes that its domestic - 
business helps it understand customer | 
needs and then use that understanding - 
| $28.4 billion) in IT infrastructure out- 
| sourcing, almost twice in value com- 
| pared to the previous year. In fact, IBM 
| alone has a backlog of contracts worth 


to refine a product and take it to the 
overseas clients. 

Domestically, TCS today has cus- 
tomers like Tata Chemicals, Tata Honey- 


well, the National Stock Exchange and ` 
National Securities Depositories. And — 
most of TCS’ contracts are for three | 
years, though some do go up to five or - 
_ in India. Officials did not comment, but 


seven years. B. Gopal, technology offi- 


cer and in-charge of IT infrastructure ` 
| posal (RFP) from companies to set up 
| these NOCs and run it. IBM will be the 
. front end for the customer. Setting up 
| and running these NOCs would mean 


group, believes that infrastructure out- 
sourcing is a very large opportunity. 
"The market is as large as we want it to 


| be," he says, "because infrastructure 
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spending alone is about 55% of the total 
spends," says Gopal. 


people now and 17 customers. Cog- 
nizant has 150 people; it has bagged 10 
customers in 18 months. Business is 
growing fast for both these companies, 


but growth rates have no meaninginthe - 
| early days of a business. 


Market research companies esti- 


mate the market for IT infrastructure | 


outsourcing to be around $70 billion- 


|! $80 billion now. IDC expects this market | 


| to growto $113 billion by 2006. The mar- 
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| ket is growing at a combined aggregate 


of 14%, compared to IT consulting at 9% 
and system integration (6%). In the year 
2002, there were 14 mega deals (worth 


$120 billion. 

IBM, already a large player in the do- 
mestic infrastructure outsourcing busi- 
ness, is planning to start two large NOCs 


it had recently issued Requests for Pro- 


| earnings of about $30 million a year, if 
| someone bags the order. 

Infosys Technologies, a relatively | 
late entrant to this business, has 250 ` 


Companies had built up large net- 
works to make their lives easier. Yet the 
networks introduced a fresh set of prob- 


_ lems. A large network has thousands of 
| desktops, servers, switches, routers and 
_ databases spread all over the world. IT 


departments found that inventory con- 


| trol was a nightmare. Also, the desktops 


came from IBM, HP Dell... The switches 
came from Cisco, Nortel, Siemens... The 
other networking products had differ- 
ent vendors too. Managing vendor rela- 
tionships was a tough job. 


Edepth . 
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Products needed constant enhance- 
ments. A new Cisco router, for example, 
would need a software enhancement or 
a patch a few months later. So did all 
products that used software, and there 
were few that did not. Added to these 
were the problems of day-to-day use; a 
software crash, a hardware failure, a 
worm attack, a tea spill. 

Companies that did other things for 
aliving — build planes, sell refrigerators 
or serve food — thought it best to leave 
such problems to somebody else. Even 
some IT firms wanted to be spared of 
this drudgery. Internal IT departments 
do not always provide enough returns 
on investment; people and equipment 
may remain idle. And it's possible to in- 
sist on stringent service level agree- 
ments from an outsider. Says Ashish Ku- 
mar, country executive of Global 
Services: "Once you define your core 
business and what IT needs to do, an- 
other company can handle it very well." 

When IT networks became global, 
companies that developed network 
management tools (IBM, Computer As- 
sociates, Hewlett-Packard) began ‘re-ar- 
chitecting’ their products to monitor 
global networks from one place. Net- 
work management products are not 
point solutions anymore. They spread 
through networks the way blood flows 
through arteries. 


Cognizant's Narayanan looks at this 
business as a logical extension 














When a global network could be 
monitored from one place, there was no 
need for a company to do this job from 
its own premises. Companies began to 
accept outsourcing and remote net- 
work management from the end 1990s, 
when data centres began to proliferate. 
However, it took some time for organi- 
sations to start implementing the idea. 

Wipro and HCL began their infra- 
structure outsourcing business with 
small contracts, managing small por- 
tions of networks. Outsourcing from In- 
dia offer immediate benefits to a US 
firm. Real estate and people cost at least 
40% less in India. But Indian companies 
need to prove that they can manage 
large networks before taking over the 
business lock, stock and barrel. 

Itis a problem managing 24/7 oper- 
ations in the US. It costs five times more 
to transform an eight-hour operation 
into a round-the-clock one. But that is 
what e-business demands. "People do 
not want to work during weekends in 
the US," saysVineet Nayyar, president of 


HCL Comnet. "This was part of the | 


equation that favoured us." 
Night time operations are important 





to managing a network. Maintenance is | 


done during the night, when people are 
not using the network. Problems are 
fixed during the night too, because the 
network may need to be shut down. 
Changes in the network — new applica- 
tions, new access, new security policy, 
patches — are also implemented at 
night. Indian companies could easily do 
this because of the time difference. 
"Clock is our ally in this business," says 
G.K. Prasanna, vice-president (infra- 
structure outsourcing), Wipro. 
Technology is an ally too. Infrastruc- 


ture management software is complex | 


and expensive. It may cost about $1 mil- 
lion or more for a large network, and 
20% more every year for licence re- 
newal. Yet 7596 of these implementa- 


tions fail because ofunrealistic expecta- | 


tions. Like in an Enterprise Resource 
Planning (ERP) software implementa- 
tion, companies do not define objec- 
tives clearly at the beginning. 

Like in ERB infrastructure manage- 
ment offers high-end consulting oppor- 
tunities before a full-fledged implemen- 
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Wipro's Banerjee thinks it could be 
the biggest business in 20 years 


has developed an event-correlation en- 
gine that notices patterns in the data 
that its NOC captures. It claims to have 
predicted the recent Blaster worm at- 
tack (based on traffic build up at fire- 
walls) and averted a problem by closing 
down vulnerable ports. 

Yet the products need people to 
solve problems in real time. The engi- 
neers have to know networks and soft- 
ware packages. New certifications (ITIL 
or BS7799) are a tremendous advantage, 
and Indians revel in it. "Because of peer 
pressure, there is a scramble to get certi- 
fications in India," says T.G. Ramesh, 
head (BPO), iGate. Wipro, HCL, TCS, as 
well as most others are full of engineers 


| with these certifications. 





tation. It also offers product develop- | 


ment opportunities for those who can- 
not afford a full suite. HCL, for example, 
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The big Indian IT firms already have 
good relationships with many compa- 
nies for application development. Gart- 
ner says by 2005 about 30% of offshore 
application services contracts will have 
an infrastructure component. In fact, 
many have begun to outsource the ap- 
plication and infrastructure manage- 
ment together. 

Cognizant started applications de- 
velopment for Duty Free Shoppers 
(DFS), the world’s leading chain of duty 
free shops. DFS has 150 outlets in 16 
countries in the Asia-Pacific and the 
west coast of North America. Cognizant 
began with small onsite engagements, 
but gradually took over data centre ad- 
ministration, global customer support 
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IDC's IT service categories : 











2002 % of 2007  960f 2007 2002-07 
spending* 2002 spending* market CAGR (96) | 
IT engagement types (estimates) market (estimates) (estimates) (estimates) Prime vendors 
1. IS Consulting 21.05 ae 25.02 a 4 Accenture, Bearing Point, CGE&Y, IBM/PwC 


| 2. Systems Integration 

| Systems Integration 
| 

| 


n 


3 Custom Application Development | 18. 





| 4. Outsourcing 
| Custom Outsourcing 
Application management 
IS outsourcing 
Network and domestic outsourcing 
IT Services xSP 
Application services processing 
System infrastructure SP 
5. Deployment and Support | 
Hardware Deployment/Support 
Software Deployment/Support 
6. IT Education and Training 
‘Total —— VM RC 


| 


| 
| 
| 
| 
| 
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Source: International Data Corporation 


and technical help-desk services and 
enterprise-wide platform migration. 
The offshore component kept increas- 
ing. It now stands at 7096. Says Sean 
Narayanan, director of Cognizant Tech- 
nology Solutions: "Infrastructure out- 
sourcing is a natural extension of the ap- 
plications business.” 


Offshoring gives companies a cost | 


advantage. So does global consolidation 
of resources at one place. Process matu- 
rity is a third advantage that a third party 
brings. A company that handles the 
management of multiple networks 


quickly gathers enough experience in | 
| taken over by Planet One) had a large 


processes to solve problems rapidly. 

Applications development, 
maintenance and infrastruc- 
ture outsourcing can together 
form big deals. But many com- 
panies are looking to go be- 
yond that. An IBM or an HP for 
example, would buy over the 
entire infrastructure and peo- 
ple of an organisation. For ex- 
ample, in the 10-year, $3.5-bil- 
lion deal that HP bagged from 
Proctor & Gamble, 60% of the 
value was in taking over IT sys- 
tems and people. 


HCL Comnet's Nayyar thinks 


India’s advantage lies also in 
its work culture 


—— + 
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Taking over systems and people is a 
game that Indian companies are not yet 


ready to play in full, although some | 
companies do that in parts. Cognizant | 


has taken over some IT staff of a few 
companies. Infosys handles the buying 
of equipment if necessary through 
other partners. Says Bhaskar Ghosh, 
head of Infosys' infrastructure manage- 
ment service: "Taking over IT systems 
needs deep pockets. For the moment 
Infosys cannot handle it alone." In fact, 
no Indian company wants to buy out 
people and systems at the moment. 
The erstwhile Bangalore Labs (now 
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number of overseas visitors in 2000 and 
2001. It then had what was probably the 
first NOC in India. It had started with the 
dream of providing remote network 
management from India. iGate's Ra- 
mesh, who used to head Bangalore Labs 
then, one day took a team from General 
Motors around his facility. " They agreed 
that our facility was world class, but had 
one question; how were we going to re- 
place a part if necessary." Being a start- 
up, Bangalore Labs had no large teams 
in the US. “We would tell EDS about the 
problem," Ramesh had told them. This 
was not good enough for General Mo- 
tors and Bangalore Labs lost the order. 

"You need deep pockets 
and a substantial presence in 
the US," says Ramesh. “You 
cannot just raise some money 
and start an infrastructure out- 
sourcing business.” 

About 85% of the infra- 
structure management can be 
done remotely. But the other 
15% can be critical. Only big 
firms can manage the task of, 
for example, changing a switch 
quickly if it fails. Companies 
like Wipro and HCL can man- 

age these relationships in the 
B US. It's a game only the big 
š companies are likely to play. Bi 


ARPIT SHARMA 





Expert Views 





Existed 5 million years ago. 





Existed 1 million years ago. 





Became extinct a few centuries ago. 





The hottest species found today. 


...and some IT heads still look for their 
enterprise solutions in a pre-historic magazine. 


What about you? 


IT heads the world over are considering Linux and Open 
Source for their enterprise setups. To keep yourself abreast of 
the latest happenings in Linux, simply switch over to 
LINUX For You. After all, it's Asia's first magazine on Linux 
and Open Source Software, greatly admired’ by the entire 


Indian Linux community. 





So, move with the times. Catch up with LINU X For You! 





An event on Linux and Open Source 





www.linuxasia2004.com 


EF Y D-87/1, Okhla Industrial Area, Phase-l, New Delhi-110 020 


SINCERELY YOURS Tel. : 011-26810601/02/03, Fax : 011-26817563, 26812312 
ISO 9001:2000 CERTIFIED E-mail : info@efyindia.com www.linuxforu.com 










* LINUX For You is already amongst the TOP 5 computer magazines of India. It is also the only magazine on Linux (and open source) in Asia. 
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Just do IT! 


vA way Dm Infocom 2003, the 
k EXEC | businessworld-Nasscom 
event held in Kolkata to 
boost IT in the Eastern 
region, drew several 
leading national as 

vell as international 
speakers and thousands 
of visitors. We capture 
the action... 





A IT minister Arun Shourie inaugurates Infocom 2003 





Shourie with ABP COO D.D. Purkayastha (C) and ABP MD Aniruddha Lahiri > 


The men who matter (L to R): Rajat Gupta, senior partner (worldwide), McKinsey; Somnath Chatterjee, 
chairman, WBIDC; Aveek Sarkar, chief editor, ABP group; Shourie; Som Mittal, chairman, Nasscom: 
M. Mukherjee, IT minister, West Bengal; and Harris Miller, president, the IT Association of America 
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They ensure that they receive the monthly dosage 
of Electronics For You magazine. 


Be it technology news or industry trends, latest trade practices 
or business-to-business trade offers — they find it all in one place - 
Electronics For You. And with a rich experience of 35 years behind the 
magazine, the dosage promises to only get better. ROBOTICS 
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The Infocom exhibition hall: > 9 
Eighty companies put up stalls £ 
while over 35,000 visitors 
thronged the venue 


Aveek Sarkar addresses the 
inaugural session 
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Deveshwar speaks on 
the use of IT for 
sustainable agricultural 
development 


« A musical finale: Shubha 
Mudgal lends harmony to 
the different voices at 
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About the Program: The PGDBA is an industry recognized, AICTE 
approved, 2 year full-time program, with specializations in Marketing, 
Finance and Human Resource Management. 


ITM Centers: This program is offered in four ITM centers - Navi Mumbai, 


Bangalore, Chennai and Warangal. All centers are fully residential with - r r 
hostels for men and women (ITM Chennai offers limited hostels for women 


only) 


Laptop Program: Laptop computers are compulsory for each student, in 


orderto benefit from the facilities offered. to r 


ITM Rankings: Since its birth in 1991, ITM has become one of the top 25 
schools in India. A selection of our ranking among business schools in India, 


e 
from National Magazines: | 
24th best, all-India: Outlook Magazine ‘03 | e C Cl re e r é 
12th best for Placements: Business Today ‘02 
15th best for Industry Interface : B W ‘03 


Academic/Industry Linkages: With faculty drawn from the business world, 
ITM has relationships with India's largest companies. Live projects, 
seminars, discussion panels combined with summer and winter 
internships help students acquire hands-on business experience 


Placement: Over 200 of India's top 300 companies recruit out of ITM every 
year. Our placement record was top-notch last year, with 100% placement in 
all 4 locations and starting salaries as high as Rs.14 lacs/pa and median at 
Rs. 3.0 lacs/pa 





Eligibility: Any graduate with min. 50% marks in a Bachelors Degree Admission Notice 
from any University recognized by AIU. Candidates must also submit a 
valid CAT, XAT, GMAT, JMET or MAT score, or must be appearing for PGDB A 04-06 


CAT 2003, XAT 2004 etc. (AICTE Approved) 





How to Apply: 

e By mail: Purchase Application kit by sending a DD for Rs.1,000/- in 
favor of "Institute for Technology & Management" payable at Mumbai 
to the address below. Return completed application with copies of 
required documents and test scores. 

e By Web: You may begin your application process 
online at http://www.itmadmissions.com, application 
fee and documents must be submitted by mail, as 
above. Brochure and prospectus will be sent to you. 





Scholarships: Merit-cum-Means scholarships are available for exceptional 
candidates every year. These offer financial assistance in the form of 50% 
and 25% tution fee waivers, and part-time employment on stipend. Research 
and Teaching Assistantship are available, as per departmental needs. 


Dates and Deadlines: 

Application forms are available : October 01 - December 30, 2003 
Last date for receipt of application forms: December 31, 2003 
Last date for Scholarship applications: November 30, 2003 
Group Discussion / Personal Interviews: February - April 2004 
Program commences: July 2004 


Early admission: January - February 2004 

Outstanding candidates will be invited for individual interview and “A day in 
the campus experience. You will meet faculty and students and admission 
offered same day. 


Application forms are 


now available at all IMS centres. 


INSTITUTE FOR 
TECHNOLOGY AND MANAGEMENT 


Admissions Co-Ordinator (2004-06), 
Sector 4, Institutional Area, Kharghar (E), Navi Mumbai -410 210. 
Tel.: 022- 2758 0903/04, Email: admissions@itm.edu 








Redeye Communications/ITM-PG04-06 
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« West Bengal chief minister 
Buddhadeb Bhattacharjee 
announces the launch of 
Sunrise City, Kolkata's new 
IT hub 


Conference & Exhibition 
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Nasscom president Kiran 
Karnik and BW editor 

Tony Joseph brief the media 
prior to the event 
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surveillance software could not pick up! Bypassing the tech- 
nology had been a biggie for these youngsters. 

Each call was monitored for period and quality. Some calls 
lasted longer than others, but the flow of calls was relentless. 
There was a software that distributed the incoming calls. The 
training manager had told them: "Each of you is, in effect, a 
| production centre and each call must produce customer sat- 
isfaction!” Ayesha knew that her calls were being mapped and 
processed and analysed and rated. While she delivered social 
skills, the technology watched over her every move and de- 
manded that she clock in numbers (as well as satisfaction). 
| They taught her how to build social competency, a skill for 
| which they had hired her, but a skill they continued to teach 
her — to act, to manage emotions, to mask feelings. “Be your- 
self, but be who we need you to be!" the supervisor chanted. 
| DJ had cracked a nice one on that. He quoted Ford: “Let it be 
any colour as long as it is black!" 

Ayesha was a different person for every call and by the end 


Straddling two personalities, of her shift she was 40 different persons. Like Deepa, her 


air-hostess friend, who painted her lips way beyond their 


two value systems, Ayesha boundaries ‘so that her smile reaches the last row of passen- 
Sharma "e life IS all about pit- gers, Ayesha, too, painted her mind with a pleasant counte- 


nance so that a customer in far away America could feel 


ting the confidence Of (Gen X | customer satisfaction. 


Externally, she was free to dress as she pleased; but 


with the old school cynicism through the anonymity of technology, they controlled her in- 


MEERA SETH 













YESHA Sharma drew her name in a pretty 
hand, 'Clare Hawthorne, and sprinkled a few 
hearts around it. Clare Hawthorne: outgoing, 
smiles a lot, knows her mind, wears bright 
colours, loves people, Oreos and Coke, 
streaks her hair, hates tattoos and piercing, 
loves Jimi Hendrix.... That was Ayesha's dream 
persona, a dream she lived at night. The nights she spent 
working at the call centre, a happy, fun place filled with young | 
happy people like her, people who lived a dream in wakeful- 
ness, instead of merely witnessing it in sleep! | 

The clock struck 10:00 p.m. and Ayesha moved to her seat 
— her shift had begun. There was no luxury of slow, warming 
up; the flow of calls was immediate and relentless. Thoughts 
buzzed in her mind constantly — Didi was coming home 
tonight! Oops, she could not let her mind stray, alertness was 
the hallmark ofthis job. So she lived from one beep to another. 
Life between beeps is how DJ would describe their lives at the 
call centre. 

Yesterday he had told her, "It's not about social skills, but 
survival skills!” Ayesha liked his way with the English lan- 
guage. (Some day she hoped to become as suave as he was.) 
Its not physical stamina to be able to stay up all night, she 
mused, but the emotional stamina to be 21 with no social life, 
a geology dream, a set of parents who doubted her private life 
—alifeshe spent between 10:00 p.m. and 5:00 a.m. in thissur- | 
veillance hot spot' and a supervisor who scripted and scruti- 
nised her calls and emotional index. 

At the call centre, the boys and girls had devised ways of fa- 
cial communication to create space for themselves, which the 


Hello! 
This is 
Clare Hawthorne 
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sides, moulding her responses, her attitudes as well as her 
emotions. So she varied her voice each time. They taught her 
how to mask her emotions (‘the customer should never, ever 
find out that you are annoyed!’), how to control a conversation 


(‘I will look into your query and get back in an hour ma'am!’). | 


Customer had to be pleased, customer was always right. And 
they monitored her every word; (DJ called it emotional frisk- 
ing). Some days, she enjoyed all the attention and the ac- 
cented English she heard long distance. Some days, it made 
her miserable. 


Ayesha is 21, just out of college, wants to do a postgradua- | 





tion in geology, wants to go out of the country, likes wearing | 
designer jeans, likes partying, dancing, comes from a family of | 


five people, lives in Shalimar Bagh ( DJ calls it a branch of New 
York), father is purchase manager in a textile company, 
mother is a teacher of history, older sister is happily married 
and isa professor of sociology and the pivot ofher life, younger 
brother ‘pest’ is 17 years old and is the darling of his mother 
and usually offers unsolicited advice. The Sharmas look down 
upon parties and discos, and even more, Ayeshas clothes. Of 
late, they have also been looking down upon DJ (“Why does he 
call you so often?"). 


AST week, Ayesha was offered a job by a newly set up 
call centre, and a salary hike of about Rs 1,500. It 
seemed a good increase and if the job was the same 
everywhere, she may as well pick up the extra money, 
she reasoned. But her father was alarmed. “Why do you want 
to move to a smaller company?” he asked. “Why don't you look 


at this as a career, pick up a few years’ experience, grow there, - 


rise to a senior level! You may become a manager or a systems 
person and take over charge! Look at me," he went on, "I grew 
from a low clerk and grew rank by rank, studied alongside, 
slogged and slaved and experience was what took me where I 
am today!" 

Ayesha hated it when her dad threw the nobility of his gen- 
eration to reveal the ignobility of her lot. “You have no clue as 
to what is happening in the world outside your office, Papa," 
she said. “I don't see this as a career. They are using me and I 
am using them, simple. I am in this for money. So, if someone 
is paying me more, I move on!” 


. ica,” said Ayesha while her sister laughed. 


Her father was surprised. “For money?" he asked, even as ` 


his older daughter Manisha tried to calm him down. “But why 
do you need any money? I am earning enough for all of you! 
Besides, if you dont like it then why do you want to do more of 
the same job? Apply to a bank instead!" Mr Sharma had been 
circumspect about this job which expected her to work at 


night. But Manisha had persuaded him. "I was very worried | 
when you took up this job,” he said now. “You told me about | 


night shifts, but when you said they would drop you home, I 
agreed. I dont know who you are working with, and what you 
do. All I can see is that your job has changed you. Your way of 
dressing has changed, you have changed as a person, some 
boy is also calling you up regularly. You were never like this! You 
are still a child to me! Iam a simple, ordinary father, I want you 
to make something of yourself." 

When she had found this job around three months ago, 
she had had a hard time convincing her father. She had te- 
diously explained to him the concept of process outsourcing. 





| Ayesha had learnt about all this and the whole idea quite fasci- 


nated her. But her detailed explanation was lost in the one 
thought that had sprung to her father's mind when she said 
she had to make calls to people. “What kind of calls?" he had 
asked a bit alarmed. "And in the night? What kind of organisa- 
tion is this?" 

Ayesha explained at length about global time zones and 
that her calls were, in fact, to people in America. “Eh?” he man- 
aged to say, even more alarmed. "You are telling me that calls 
are to be made to people outside India because these credit 
card companies cannot find so many people in America to do 
this job? Now howis that possible?" But he relented with some 
pressure and Ayesha joined Senator. But it was barely three 
months now and she was planning to change jobs! 

“I have three months’ experience and I already have the 
accent they need,” she said. “In your days, you needed three 
years' experience, but in this job three months is enough. 
Times have changed Papa!" 

Mr Sharma was surprised. Had the world changed 
that much? Why, he, after so many years' experi- 
ence, was still struggling to get to the next level. 
And here was his daughter who could get an- 
other Rs 1,500 with just three months’ ex- 
perience! “So what do you say to people 
when you call them?” he asked hoping 
to find what skill she possessed that 
paid her so well. “Hmmm...,” she said, 
quite used to that style of opening 
sentences and said, “well, I tell them 
this is Clare and I am calling from 
this place, I called you last on... so 
when can we expect your payment? 
That sort of stuff,” she ended. 

“Why are you called Clare?” asked 
Mr Sharma, now further alarmed. “Be- 
cause if I say I am Ayesha, they will not 
understand,” said Ayesha simply, “two, 
they will realise that I am from India and they 
wont listen to me and I will not be able to do my 
job. They will only listen to someone from Amer- 











Now, it started to make sense to Mr Sharma. More than 
that, he began to see why his daughter had been behaving dif- 
ferently of late. Everything about her had become utterly 
Western. "Which means you pretend you are calling from 
America and that you are an American?" he asked and added, 
"But what do you know about America?" 

“My training told me everything about America,” replied 
Ayesha. "I was made to watch video clips, I have learnt their 
pet phrases and I know their language. I may be living in Shal- 
imar Bagh, but I am, in reality, living in New York. My voice is 
also different from others." 

Mr Sharma began to find the whole thing very amusing. 
Abandoning hisinitial apprehension, he teased her, "But then, 
when you come back home and eat aloo, gobhi and dal, 
doesn't that clash with your persona of a pizza-eating per- 
son?” Ayesha thought about it. The sudden return to roti- 
sabzi, melamine plates and regular water in steel glasses and 
watching hysteria-ridden serials about saas and bahus, al- 
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ways had the effect of yanking her from the racy feel ofthe call 
centre environ with its basketball posters, and other pin-ups. 
If she agreed, her father was prone to remind her that she was 
an Indian and this was Shalimar Bagh. Naturally, all she gave 
by way ofa response was a trendy shrug of her shoulders and a 
casual ‘whatever’. 

Mr Sharma's life depended on moving to the next level that 
would designate him as senior manager. To achieve that, he 
only worked harder and later every night. And everyone 
around him did likewise. The words they knew were merit, 
performance and perseverance. Ayesha' world strived on dif- 
ferent methods. She had overcome a lot more and faster, 
analysing her peers into three groups: one, those who got into 
the gasping academic belt of engineering, medicine and re- 
lated tutorial classes. Two, those who got into other profes- 
sional courses. Three, those who had been deselected by the 
education system because they scored 80% and not 99%. This 

analysis helped her slot her own type as belonging to the last 
group. That huge chunk developed street-smartness 
in a bid to survive, were vocal communicators and 
thought of call centres as a springboard. Like 
video games, this movement began with 
kids in higher-income middle class fami- 
lies who already had the language skills; 
all they needed was to develop an ac- 
cent to sound adequately 

Westernised. 

But Ayesha worked at the call 
centre to make enough ‘bread’, as 
she called it, so that she could apply 
to a good university overseas and 
pursue a postgraduation in geology. 

So, she studied by day, slept in the 

evenings and worked by night. 

Now wanting to stop this inquisi- 
tion, she got up and said: "I am going for 
a shower." Quick on the uptake, her 

brother mocked her (“shower in Shalimar 
Bagh?!”), while her father said: "Look what this 
job is doing to you; you have not even been to 
America but you want to sound like one who has!" 

In Ayesha's world, this was inconsequential for the time 
being. She said: "I may not have been there, but I know their 
life. I have seen it in films, television serials, I know what 
happens there, and India is no different. We wear similar 
styles, we have most of their brands!" Intrigued, Manisha 
asked: "But then, doesn't geography matter? For example, you 
cannot tell someone you went to Barista; there is no Barista in 
America, there is Starbucks. How do you build your identity in 
such a context?" 

Ayesha knew how her world operated. "I am familiar with 
their context and even their smells!" she said. "We are a 
company that has researched its customers exhaustively, we 
know their round-the-corner shops, we are told the latest re- 
leases there, we know all that and we talk about them to create 
the rapport." 

"That's cheating," said her brother. "Making them believe 
you are somebody else, when all you are is a Shalimar Bagh 
girl! You are learning all these things to form an artificial rela- 
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tionship with them so that they think you are somewhere near 
them and they start trusting you. What happened to your big 
talk about honesty and trust!" 

“What honesty?” thundered Ayesha, bursting into unex- 
pected tears. “I want to do what I want to do and there is noth- 
ing for me to do in India. I have to go out! Even if I study in In- 
dia, all I will get is a silly desk job like what papa does. And in 
case I study geology here, can I research, go on exciting 
archaeological expeditions like they do in the US? I have to, 
have to go out!” 

Ayesha'hs secret dream came as a shock to the Sharma 
family. Could the world have changed so suddenly as to 
change the entire fabric of one’s dreams, wondered 
Mr Sharma. Comforting her, Manisha said: "But is it necessary 
to go out?" “Yes!” said Ayesha. “Just look at my world didi. What 
is there in my world? If I continue to be here, I would be faced 
with obstacles that my country, my context puts on me. Why, I 
can't travel peacefully in a DTC bus without fearing for my 
safety! I don't want to live here and in fear. Fear is a waste of 
time and life. I want to explore, research, touch the whole 
world. What does my context give me, hanh? Fear, nothing but 
fear! Fear that someone else will get a seat in the college over 
me because he has money, fear that somebody else will take 
over my property — didn't it happen to papa? Fear that if I walk 
down the streets alone, I will get molested, fear that when I log 
on to the computer, the power will fail! Why do I want any of 
that stress? I want a happy place to live in. I want the comfort of 
knowing that I can get up in the morning and trust life around 
me! I am sick of running down the streets of this city to catch 
buses! I am sick of the paranoia that I have to live with, watch- 
ing my back all the time! And I can't trust anybody!” 

"Sweetie," said her sister, "New York is beautiful from out- 
side, but all kinds of disparities exist there as well. Life is tough 
everywhere and life is all about knowing how to cope with 
these crises! And you are better equipped to deal with the 
crises here because you know the local potholes! If you live 
there, you will lead a sanitised, circumscribed life wherein you 
are doing your job, coming home and working till you go to 
sleep, having a few Indian friends and still trying to cook mut- 
ter paneer and finding an anchor in it! People who, thus, move 
cultures get caught in a time warp!” 


GITATED, Ayesha said, "Am I not in a time warp here? 
Look at this country, we are in so many time warps. 
Mummy, papa are in a time warp, you are in a time 
warp, I am in a time warp! Look at the politics here, 
the marriage systems here, aren't they all in a time warp? Each 
one trying hard to hold on to life in the times of the Ramayana, 
yet wanting to do the modern things! Aren't you in a time warp 
when you go off meat during navratra and go right back to it 
on the tenth day? Aren't we as a country in a time warp when 
our marriages are choreographed to appear like something 
out of Devdas?" 

Didi agreed: "Very perceptive of you to say that. Yes, we all 
exist between multiple time warps always, this is exactly what 
I was telling my class the other day. That's because our needs 
are in a time warp too. Our basic need is a sense of control over 
our lives and we see that people who were feudal lords were 
those who were in control. So today, everyone wants to be a 
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feudal lord, hence your TV serials talk about a Virani khan- 


daan! The moment we start becoming feudal, we start making ` 


therituals more and more complex because we want to be dif- 
ferent from others! But these are time warps we understand to 
some extent because these are our own creation. 

"Also, face it, we as a country have gone through too many 
traumas. Especially, here in North India which has been the 
capital since the Ramayana, there are time warps of riots, 
rapes and rajyas! We have been a very violent society and we 
are at a point where we are trying to consolidate and it's the 
younger generation which would enables this." But even as 


she said this, the cynicism that engulfed the youth today was | 


so vivid that she, a sociology professor, feared the consolida- 
tion was along way off. 

Then after a pause, she said: "It's possible that we will stay 
in atime warp for a longer time, but that's life Ayesha. As for the 
West, they have their own time warps and their own feu- 
dalisms or other things that they are trying to sustain there. 
But you know what, I was reading about this village in Bihar 
where so many students are studying by street lamps trying to 
get into an Indian Institute of Technology (IIT), and so many 
do manage to get through! What gives them this drive?" 








| Delhi. So we are all trying to get out of the jungles that we are 


in! They are all dreams of the same fabric, didi! It's just that the 
content oftheir dreams belongsto their world and the content 


, of my dreams belongs to my world as I see it. But at least my 
| dreams are my own!" 


"Really?" taunted her father. "Your own or imposed by 
what people around you are doing? What if you get caught in 
this cycle and never become a geologist?" 

"That won't happen, Papa," said Ayesha. "You come from 
an era that worries too much about tomorrow and next year 
and in the process you did not live your todays. As a result, you 
are always in a planning mode waiting for that big, terrific fu- 
ture to happen. I live my todays well, and in doing so I make 


_ my tomorrows more real and achievable." 


And Ayesha left the room. "What a world she lives in!" ex- 
claimed Mr Sharma. "This generation wants everything fast, 
be it food or success!" For Manisha, playing bridge between 


_ the generations was not easy, but as a sociologist, all this was 


"Maybe Delhi is their New York,” replied Ayesha, her moist | 


eyes sparkling confidently. "And has it struck you that maybe 
they are tryingto get out oftheir time warps. Maybe IIT is their 
New York because their definition of success is getting to 






Hello! 
This is 
Clare Hawthorne... 





interesting too. Ayesha was born into a fast changing world, 
was that her fault? Ayesha was bored with changelessness. So 
she was prone to reject things even after making choices. 
Ayesha and her peers will be more focussed on themselves 
than on the community because their sense of uniqueness 
was greater than the greatness attributed to the community. 
Once we were creating fiefdoms out of a khandaan, she 
mused, Ayeshas5 generation created fiefdoms out of individu- 
als, like Bill Gates. 


IME had collapsed for Ayesha, Manisha felt, as it was 
prone to in a fast changing society. Research had 
shown her that whenever a society went through 
multiple changes, there was a loss of continuity — the 


| hallmark of Indian societies for too long a time. Yet, the pace of 


change had started in the late 1980s and not yesterday. Music, 
political issues, ethics, traditions changed, and the roller 


| coaster pace of that change reflected in the consumer brands 





| that defined values today. (Why, her mother herself coloured 


her hair saying with a giggle, " Beta, because I am worth it!") 


| Ayeshas generation was no more worried about change; in- 


stead they agonised over changelessness. And because 


_ nothing stayed the same, you have to be successful right then. 


So people like Ayesha got more focused on the here and now 


, unwilling to postpone gratification. If something could not be 


had now, they didn't ever want it! How was she to explain this 


| toherfather who believed in perseverance as the only formula 


for success? 
As for Ayesha, she sat alone in her corner with radio FM air- 


ing random chats. It was not her parents she resisted, but their 


cynicism. And that cynicism was about the context that was 
immediate, whereas her hope was about a dream that was too 


| distant. If only she could drag that hope closer, then she could 


get her parents' cynicism to confront it. But as long as her 
dream remained distant, their cynicism engulfed her present. 
Funnily, as Clare she was hopeful, happy — as Ayesha fearful 
and unhappy. If she could integrate the hope of Clare into 


| Ayesha she would be hugely happy. Meanwhile, she remained 


| two people, hopeless by day, happy by night. 


You can email Meera Seth at casestudymeera@yahoo.com. 


BUSINESSWORLD 74 1 DECEMBER 2003 


naty 


ae ee 
idis! m 


— 











| | 
l 


Identity 
crisis? 


Kaushik Gopal is a psychologist with a 





background in psychoanalysis and the | 


behavioural sciences. He has been con- 
sulting on individual and group behav- 
iour for the last 20 years. He is currently 
engaged in assessment and change 
processes in a variety of contexts. 


HIS case shows the fascinating 

yet unintended consequences 

of the entry of lucrative BPOs 

and the avenues it has opened 
for youngsters. On the surface, it would 
seem to be a win-win situation econ- 
omy-wise for both the employers and 
employees, but the reality is far more 
complex and intriguing. 

Various dimensions are revealed in 
the process. It opens up a woman's rela- 
tionship with herself, her family and the 
society as well as the way big organi- 
sations relate to employees’ worlds. 
The context is a society in transi- 
tion trying to come to terms with 
universality when the sectarian 
mindedness has not quite gone. 

Ayesha is living a proxy life 
through the mythical Clare, a 
young American woman who 
stands for everything Ayesha 
dreams to be — she is clear about 
what she likes “...knows her mind, 
loves people... hates tattoos....” “That 
was Ayesha's dream persona, a dream 
she lived by night.” The Shalimar Bagh 









persona is perceived to be not good 
enough. It is caught between a sense of 
inadequacy in role, identity and choices 


| and a desire to celebrate youth and 


womanhood, which may be perceived 

as threatening by the establishment. 
The US has always been a preferred 

destination of the Indian expatriates 


and this is more or less a global trend. It | 
reflects the fact that the US is seen as an | 


icon of freedom, material comfort and 
diverse opportunities, among other 


| coveted things. This case demonstrates 


how the younger generation is living 
that distant life, perhaps beyond their 
reach, in their make-believe worlds and 
are somewhat content that they are get- 
ting a chance to enact their fantasy. 


| Consequently, ‘Little America’ has 


sprung up in places like Shalimar Bagh, 
which DJ refers to as a branch of New 


| York. Interestingly, even though Ayesha 


is aware of the undercurrents of racial 
discrimination in the West, it has not 
weakened her desire to embody every- 
thing American, "...if I say I am Ayesha, 
they won't understand (and if) they re- 
alise that I am from India...they won'tlis- 
ten to me.” So strong is the desire to be 
accepted as one of them that she has no 


| scruples in pretending to be one. 


Ayesha represents all those young 
women of her generation who are 
breaking new social grounds and are 


defying what is expected of them in the | 


traditional sense. She knows exactly 
what she wants and is determined to ac- 
complish it. “...(She) worked at the call 
centre to make enough ‘bread’... so that 
she could apply to a good university 
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overseas and pursue a postgraduation 
in geology. So she studied by day, slept in 
the evenings and worked by night." She 


_ is not doing this to climb up the corpo- 


rate hierarchy as it may have been for 
her father, but to exercise her own 


, unique choice in the world. 


Ayeshas aspirations here are differ- 
ent from those of her family, even be- 
yond their comprehension. Her aspira- 
tions might seem materialistic, but it is 
definitely not about having fun in a he- 
donistic way. If that was her goal, she 
would not have worked so hard at the 
call centre. She has a larger goal, which 
carries a sense of meaningful engage- 
ment borne more out ofa personal pref- 
erence rather than what she 'ought' to 
do or what family/society expect. 

Ayesha's family expects her to be 
predictable and rather conventional. 
They are reacting to their difference of 
values, which thankfully, is not com- 
pletely negative. It's more like looking 
down from a 'superior' vantage point. 


_ Ayesha seems quite rooted in reality to 


accept what her father is implying. If he 
were to approach her with greater flexi- 
bility without insinuating that she was 
immature, their relationship could have 
grown stronger. (‘He threw the nobility 
of his generation to reveal the ignobility 
of her lot.’) She yearns to be taken seri- 
ously by her family. 

Call centres create a surreal world 
and an imposed reality for their employ- 
ees that is, perhaps, in accordance with 
the demands of their profession. But, on 
moral grounds, they need to look at its 
consequences from their employees’ 
point of view. The other aspect is ignor- 
ing the consequences of constant sur- 
veillance and its psychological effect on 

the individual. It seems to necessitate 
some compensatory process to help 
people come back to the ‘normal’ 
world. When organisations end up 
dehumanising their employees, 
can one blame the employees for 
having shallow loyalties? Their re- 
lationship is reduced to the level 
of the user and the used. Organi- 
sations cannot compromise with 
the requirements of their trade, but 
they need to deal with their human 
capital with a more human approach 
so that there is no clash between their 
real worlds and the pseudo worlds cre- 
ated for them. kr 
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Kamini Banga is a marketing consultant 
and the managing director of Dimen- 
sions Consultancy. 


YESHA and her father are fac- 
ing a clash of culture or what is 
popularly known as the gener- 
ation gap. At first, there ap- 
pears nothing unusual about this case. 
We have all been at one or the other end 
of this gap — as children or as parents. 
Complaints about youth having no re- 
spect for their elders’ values dates back 
to Egyptian papyrus scrolls found from 
2000 BC. Difference in values between 
generations is normal. But historical 
events (like the Chinese Cultural Revo- 
lution) or discontinuous development 
of technology do lead to a difference be- 
tween generations which is unique. 
Here, two factors make the differ- 
ences between Ayesha and her father 
more than a difference of values be- 


tween generations. One, in the last few | 


years, the pace of change in India has 
been much higher than in the last 
50 years. Two, the call centre provides a 
‘virtual foreign’ environ for Ayesha 
where she ‘lives’ in an alien culture. Mr 
Sharma sees his middle-class cultural 
values being threatened by an alleged 
set of values spawned by the American 
culture at Ayesha's workplace. 
Differences across cultural groups, 
beit class, gender, generation, society or 











| nation, manifest themselves in many 


ways. They are a combination of sym- 

bols, heroes, rituals and values. Symbols 
represent the most superficial manifes- 
tations of culture, values represent their 


_ deepest manifestations, whereas he- 
| roes 


and rituals stand for the 
manifestations which fall between the 
deepest and the superficial. Barring val- 
ues, the other three are visible to an 
outsider and are subsumed under the 
term — practices. 

Symbols could be words in a lan- 


| guage, dress or hairstyle. They are con- 


tinuously evolving and can be easily 


| copied by another culture. Ayesha's 


adoption of American symbols is evi- 
dent in her clothes, in her idolisation of 


| Jimi Hendrix, and a fondness for Oreos 


and Coke. How superficial symbols are 
to culture is demonstrated by her moth- 
er colouring her hair and echoing L'O- 
real's tag line — ‘because I am worth it. 
Heroes are people alive or dead, real 
or imaginary serving as models of be- 
haviour. DJ and his skill with English, 


who knows her mind and wears bright 
colours — are all Ayesha’s heroes. Her fa- 
ther is sad that she doesn't want to fol- 














conflict in the values instilled. 

Ayesha thinks that Mr Sharma’s be- 
liefs such as Calvinism, sacrifice, slow 
and steady career growth, no expecta- 
tions of quick returns and so on are out- 


| dated, while her definition of being 


good' is working hard while enjoying 
herself, instant gratification and quick 
returns. She has already begun to share 
the practices — symbols, heroes and rit- 
uals — with the people she works with. 
Values, however, as mentioned earlier 
are formed very early on in life at home 
andat school. Asa society ora nation we 
share values which are formed in the 
early part of our lives and it is in an or- 
ganisation and at the workplace that we 
adopt practices. Mr Sharma fails to dis- 
tinguish between the two and, there- 
fore, is getting anxious at the supposed 
abandoning of Indian values by Ayesha. 

Ayeshas sociologist sister reminds 
her that all cultures have their negatives. 


_ But Ayesha cant see the negatives of the 


American culture and is totally mes- 


| merised by it. When people move to a 
Jimi Hendrix and Clare Hawthorne — | 


new cultural environment, they go 
through distinct phases before they de- 
cide on adopting it or giving it up. The 


_ first phase is euphoria, when everything 






low in his footsteps. is different and beautiful. It's followed by 
Rituals are socially essen- a culture shock, when every- 

| tial activities — such as ations O thing has to be learnt from 

° Pa 

ways of greeting, social «9 scratch and the indi- 
and religion cere- cC Z vidual feels dis- 
monies. From her @ @ tressed. (Already, 
American, 21st cen- = r: there are days when 
tury viewpoint, Ayesha was miser- 
Ayesha questions able with all the atten- 
customs like traditional tion and the accented 
marriage ceremonies English she heard long 


| meat during navratra. 








and abstinence from 


Values are among the first 
things children learn implicitly. By 


_ the age of 10, they have their basic val- 


ues in place. So, 21-year-old Ayesha's 
values are already in place. Values are 
largely to do with evil versus good, dirty 
versus clean, ugly versus beautiful and 
so on. While interpreting people's 
values, distinguish between the 
desirable and desired — how they think 
the world ought to be and what is ethi- 
cally right versus people's desires. 


Ayesha and Clare represent the conflict | 
| young who are hungry for fresh oppor- 


between the desirable and the desired. 
The larger the gap between the desir- 
able and the desired, the greater the 
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distance). Then follows 
acculturation, when a 
person begins to get used to 
the environment. He, then, either 


| goes back to being negative or becomes 


neutral or goes native. 

Mr Sharma has overlooked that 
Ayesha is focussed and driven. She stud- 
ies by day and works by night to earn for 
her US postgraduation degree. So he 
need not worry about her values. In- 
stead, he should encourage her. In fast 
changing societies, the old are bewil- 


| dered and cling on to the familiar as it 


gives them a sense of security. It's the 


tunities and have the will and courage to 
take on the challenges it poses. ur 


A reality called India 
through the eyes of 
the city of dreams. 


: -MUMBAI 
With Sreenivasan Jain, 
11 pm. Weeknights. 
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7 
EXPERIENGEs TRUTH FIRST. 





3 half of what really goes on in 
the ever-changing, creative 





B typical corporate organisa- 
BEN" tion. Here ideas are bread and 
butter, deadlines are short, buccaneers 
and mavericks abound and, hey, 
you do not have to look far to meet 
the most entertaining people on 
planet earth. 

This is reporting live from the 
corporation — in a lighter vein. To 
those interested in the field, it 
might be sometimes thought-pro- 
voking and, hopefully, insightful. 








EM 


2 


what you think — 


1 T happens almost every day of 
& your working life. You are faced 
with the question. The one that no 
one can hide from: ‘So... what do 
you think?' (The idea has been pre- 


DE Ew 





OOKS and articles don't cover | 


and chaotic world ofworkina | 





sented. Now it is your turn. You only | 


have to say what you think of it.) 

Like a fly on a wall with a dicta- 
phone, I did a quick dipstick survey. The 
sample was such that the quality of all 
the ideas being presented were signifi- 


cantly below average. That does not | 
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mean there is no element of surprise 
though. It is in the topline findings — 
that the creativity, the individuality and 
the uniqueness is not half as much in . 
the idea as in the inventive ways in 
which people say what they think of it. 
Here is a summary: 

Approach A: First the Good, then the 
Bad and save the Ugly (the best for last. 
First say what is good. "Nice effort. Pur- 
ple? Hmmm, interesting!" (Note: Inter- 
esting always has a double meaning and 
you never know which applies when. 
Trust me.) “A new colour for a sensitive 
skin lotion. Why not, why not? Huge 
teamwork involved, we can see that. Ho, 
ho, well done." 

Then slice the details. "But are you 
absolutely sure teen girls wear blue 
mascara these days (my daughter does 
not)? The boy must be seventeen and 
not eighteen." 

Finally, let rip. "Ba soap did a similar 
ad in 1962, the character of the protago- 
nist is not aspirational, clearly this is off 
the brief. And why dont you seriously 
explore the option of reassigning this 
project to your Sao Paolo office?" 

Approach B: Handman. Handman. 
(To be read to the tune of "Spiderman, 
spiderman...) Adopt the argument style 
economists are infamous for — on the 
one hand this, on the other hand that. 

On the one hand it is on the brief, but 
on the other it is not compelling 
enough; itis accurate, but not evocative; 
you have an idea, but not an execution; 
on the one hand..., on the other hand... 

Meeting typically lasts four-and- 
three-quarter hours. 

Approach C: Face Off. Fif- 
teen-minute creative presenta- 
tion has just ended. There is a 
pregnant pause. With flushed 
face and expectant half smile on 
it, the presenter waits. 

Response: “So where's the 
creative?” (In a tone of voice that 
shatters brass. Sound effect: 
Crash heard.) 

Approach D: The wise fool. 
(Shhhh. Nobody notices it is just 
an act.) Use self-deprecating eu- 
phemisms. And disarm the audi- 
ence completely (who will make 
gestures of their generous pa- 
tronage like the Godfather to the 
baker's nephew — a nod or flour- 
ish of the hand or even a smiling 
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“Please go ahead”). 

Use lines like “Can I say something 
really stupid?”, or "I don't know any- 
thing, you can throw out what I say after 
I've said it", or "This is completely illogi- 
cal, but hear me out". 

What it really is, is a discreet, conver- 
sational exit door; as in 'Okay, I have 
duly paid the price of eating humble pie 
in open contrast with your acknowl- 
edged erudition; in reward, you take me 
off the hook and not argue against me if 
I say something really off tangent or 
laud me wildly for my lateral, intuitive 
zig when the world zags. Mind if I say | ri witnessed at different 
something offbeat but relevant?' Either x levels and different 
way, right or wrong, I don't lose. | offices of the corpo- 

Approach E: The return ofthe wise | rate world. 
fool. This is a slight modification of the | Every time the boss 
above. Here, too, one poses as the wise _ strolls out of his office, left 
fool, but with a clear agenda (unlikethe | hand person and right 


Tu. Chance hai. 
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"1 HIS is not easy. To do 
1. it well, one really 
needs an aptitude 

for this kind of thing. 

What follows is in- 
spired by some truly 
hard-working chamchagi- 


earlier case, where the agenda is class | hand person magically 
participation with complete ‘shot in the | appear. One on each 
dark remarks). side. And ‘motorcade- 

The agenda here is tokillapointem- like’ the trio (boss plus 
phatically but softly. “Can I ask a really his/her two  chamchas) 


stride down the corridor of power to- 
wards, if you haven't guessed, the cafe- 


silly question?" (Or “I might not have 
understood your idea completely, but if 
I may ask a silly question...") And silly 
question by silly question itis check and 
mate. Silly questions are like silencers. 
You don't hear them doing their job. 

But the interesting point now is that ` 
almost everyone has wisened up to | 
these approaches. So the game is er, | bent, hands clasped together, reminis- 
afoot, shall we say, very early on. So, per- | cent of something ancient, ceremonial 


the routine. 


| 
haps, we need a more accurate cue of | and Japanese. The inspirational stuff is | 
| 


understanding what others think of our 
idea. Perhaps the answer likes not in 
words, but in a more basic language — 
body language. 

The good news is it is only language 
after all and the writing is on the wall. 
The bad news is we have to break down 
the wail. The ugly part is we don't know 
which wail. On the one hand it could be 
language language, on the other hand it 
could be body language. Can I ask a silly 
question? What do you think? 

PS. Send in your answer and win a 


the boss for not seeing what the world 

can see, because the world can't see! 
Every time the boss enters the party. 

he is subject to ‘surround sound’. Sur- 


x gossip, ambitious agendas, outrageous 
; plots, rattling skeletons, past blunders. 


uest appearance on MTV's Kya Bolti | 
g PI : : 


















teria, obviously. The inspirational stuff | 
in this is the unbroken consistency of | 


| Everytime the boss makes a point, it | 
| is lauded, not just verbally, but with a | 
‘stand-up’ posture — head bent, back | 


that even to stoic sideliners it appears to | 
be the real thing. One can't really fault | 


rounded by the inner circle, so he can't ' 
| leave the elite cordon to mix with the | 
. poor minions. What follows is a dark | 
. and detailed sounding off — disgusting x 


| Definitely not digit-all, itis purely and - 








inspiringly selective surround sound. 
The rest, mere wretched onlookers 


| of such inspirational displays, are abuzz 
|; with questions. How do they do it? More 
; crucially, how do they do it every time? 


How do they know when the boss is go- 
ing to emerge from his office? How do 
they manage to leave 
meetings, phone calis 
and discussions with other 
team members? What 
excuse do they make 
— “Nope, sorry, | 
cant send you the 
financial charts you 
need for the Londen 
trip tomorrow to present 
to the worldwide chair- 
man, | am off to a 
smoke break with 
the boss." How do 
they make them- 
selves go to the 
loo if they're 
not feeling like 
it? How do they 
not blush at being so openly servile? 
How do they make coherent arguments 
at a party in the midst of blaring music? 
How do they make eye contact in dimly 
lit corner? How do they stay sober, alert 
and focussed at a do where ail the rest of 
their age are swaying in hazy happiness? 
I confess I don't have any answers, 
But considering these questions has 
given me a fresh perspective on the sub- 
ject. Chamchagiri must be hard work. 
Harder than we think it is. Consider 
some of the pressures, sacrifices and 
stress points it involves: 


| & The onus of never being able to 


disagree on a point — ‘yes man is a per- 
manent post, once confirmed vou iust 
cant opt out. 

m The stress of not being able to hang 
out with peers at office when you are 
full-time tailing the boss. Bar, dance 
floor, bar, corridor, smoking corner, tea 
machine, elevator door, elevator, office 
lobby, and so on. 


Investigative reports from inside the 
modern corporation — in a lighter 


Vein.by Shaziya Khan 
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m Theloneliness of having every inde- | 
pendent-minded, spirited individual | 
distancing himself or herself from you. | 
m The burden of being the ‘eyes and | 
ears of the boss. Everybody clams up in | 

I 

| 


able. Well, the best metaphor that 
comes to mind to describe my last 
meeting with the GCW is the game we 
used to play a lot in school — ‘Name, 
place, animal, thing. 

Name-dropping is perfected into an 
art form. The rules of English grammar 
have been rewritten by her. Now, a sen- 
tence is complete only if it contains a 
subject, a verb, an object and a famous 
name. The name can appear anywhere 


front of you. It is the sure-fire recipe for | 
dull conversation! | 
m The drill of always having to keep | 
yourself within the field of vision of the | 
boss and looking good. 

Ooof I'm exhausted just reading this 
stuff. It is too much hard work. Cham- 
chagiri has its merits — that is undeni- 
able. But not everyone has what it takes. 

For those who cant work so hard, 
there is an option. Thankfully! Forget 
chamchagiri, just work smart!!! 


out the surname. This serves two im- 
portant functions — reinforcing empa- 
thy or evoking awe. The truly well- 
heeled instantly figure out who she is 
referring to just from a mention of the 
persons first name — so instant empa- 
thy is established between the GCW and 
significant other. The not-so-well-heel- 
ed, almost immediately seek to clarify 
“Radha who?" On being informed 
| about the public surname of the reclu- 
| sive celebrity, the not-so-well-heeled 
react instinctively with a changed tone 
of voice — hush, gasp, hush. 
Places figure in various 
contexts when you talk 
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| 3 ETER Sellers’ famous lines in The 
». Party applies in a roundabout way | 
to gossipy corporate wives 

(GCW): When the for- 


eigner asks Sellers to the GCW. Place as 
‘Who do you think holiday destina- 
you are?, he tion is passé in 
promptly replies her conversa- 
‘We don't think tion. (In fact, 
who we are; we holidays are in 
know who we are’. predictable 

The GCW has places — typically 
one quality: she Delhi, Conoor, Goa, 
suffers from few illu- London, Dubai). Actually, 


sions. She does not 
think she is the hot shot, 


you'll find places figure in 
more serious contexts. 


she knows her husband is. Buying property where 
The GCW doesnt and where? Courier- 
think she can swing the ing indigenous ar- 
deal, she knows a call tifacts from 
from her husband's where to 
secretary can. The where? Attend- 
GCW doesn't ing an interna- 
think she is the tional course 
bosss blue-eyed where and where? 


manager, she 
knows her hus- 
band is. 
Like Peter Sellers, 
the GCW doesnt think. She just knows! 
Her knowledge is awesome. It un- 
folds in a dazzling display of not so dis- 
creet details. Great writers, Pablo 
Neruda for one, frequently employed 
metaphors to describe the indescrib- 


Animals (in their ever-changing 
pecking order!) figure in her recounting 
of the intriguing plots of the corporate 
jungle that only she is privy to. Proud 
cats, reliable war horses, birds of the 
season, ageing lions — you'll hear the 
inside story on each. Discretion may be 
the better part of valour, but please dont 
remind the GCW that. Not when she is 
in her element at the watering hole! 
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in the sentence, but it is best used with- | 








Things fascinate her. There isnt a 
thing the GCW isn't into. She knows the 
latest and best of things. Shopping, 
lunches, art, fashion, shoes, design... 
you name it and she'll tell you a thing or 
two about it. 

Name, place, animal, thing — it is a 
game the GCW always wins. So, dont 
even try to play it. My advice? Next time 
you meet the GCW, treat it like a specta- 
tor sport! Hers is a funny game to play, 
buta great game to watch. 






*HE larger part of our 

work lives are spent in 
meetings. Spent as in time spent and 
also spent as in spent force. Or feeling 
spent. Haven't you often said something 
like “I was in a meeting, now I will get 
back to work’? 

Ispent(!) some time looking at meet- 
ings. I have a radical observation. 

Good meetings are bad and bad 
meetings are good — my definition of a 
good meeting is where everything went 
smoothly, as per plan. And a bad meet- 
ing is everything besides a good meet- 
ing! (Pretty sweeping, huh?) 

Good meetings have a ho-hum 
quality to them. Everything is too pat, 
everyone too agreeable. Somebody isn't 
thinking hard enough or deep enough. 
Somebody is conning everybody. Good 
meetings are so comfortable. There's 
lots of gossip, lots of laughter, 'feel good' 
atmosphere, warm handshakes all 
around, 'dinner this week guys' spirit. 
Chunky back slaps at the door. Good 
meetings are like soggy cereal —- easy 
on the stomach, no chomping sounds, 
even good for people without teeth! 

Bad meetings — 0ooooooh, bet 
yourre still smarting from the last one, 
arent you? Bad meetings are at the other 
end of the spectrum. Bad meetings are 
tough to digest, no matter how many 
stripes or scars you've earned! Emo- 
tions, ramifications, post mortems, in- 





jury, added insult to injury, the list goes 


on. But if you look at it, bad meetings 


have a few great advantages. 

gm First, they really make you see a point 
in a starkness and clarity that good 
meetings muffle. I remember almost 
every bad meeting for being moments 
when I really got the point! I never forgot 
the lesson, or the person, or the per- 
spective, or the context. 

m Second, ina good meeting you can be 
a passenger, while in a bad meeting you 
are in the hot seat (whether you like it or 
not). You're fully engaged. As they say: 
“Maidan mein utarna padta hai!" In a 





good meeting, you get by with a nudg- 
ing comment or being party to a silent 
coup. It is possible to be implicit and 
even tacit. In a bad meeting there is 
nowhere to hide. You have to state your 
point explicitly, you have to take your 
unambiguous stand. 

m Bad meetings care a toss about deco- 
rum, but good meetings always mind 
the ‘p's and ‘q's on their typed agenda. 
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Bad meetings are ill-timed, unplanned, 
unpleasant. Bad meetings are only dic- 


tated by the needs or unmet needs of | 


the project at hand. Bad meetings dont 
care about the network, the protocol, 
the years of research, or even the fact 
that you're presenting to the client in 20 


minutes and have to rewrite the entire | 


presentation from scratch. Bad meet- 


ings just care about getting the work x 


done well. 


m Bad meetings are often turning | 
points. Good meetings are often end | 


points. Bad meetings get attention, ac- 


tion, momentum — they are 


turning points in a 
project when 
everything 
gets 
relook, revamp, overhaul. Good meet- 
ings are frequently ‘the end’ or the be- 
ginning of the end, when everyone lives 
happily ever after. 

m Good meetings are about glory, bad 





meetings are about guts. In a good x 
meeting, people slide into playing their | 


roles to the hilt — the earthy presenter, 


in Logistics 


Skill sets: 


a total | 


.. THE WORKPLACE 


the suave chief, the eager manager, the 
sharp assistant. In a bad meeting, some- 
body says to hell with it all and lets loose. 
m if good meetings are like soggy cereal, 
bad meetings are like eating hot chillies 
by mistake. You hurt, you yell, vou jump 
around, but you move heaven and earth 
and water, to fix the burning. 

Dont get me wrong. Good meetings 
are great too. | am not advocating bad 
meetings. I'm just pointing out that bad 
meetings aren't all that bad in the larger 
scheme of things. It is a bit like the cliff 
metaphor. People are always being en- 
couraged to break the rules, to challenge 
convention — to jump off the wrong 
end ofthe cliff, so to speak. But there is a 
wrong wrong end of the cliff and a right 
wrong end of the cliff. Do you get what I 
mean, or have you had enough of this 
meeting nonsense and want to get back 
to work? | 





The author is in account planning at 
JWT. Mumbai. The views expressed in 
this article are her own and not 
necessarily those of her organisation. 
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Dealing with 


HILE I was in class at | sector of commercial strips, small 
N. Columbia, struggling with | apartment buildings and two-family 
PO the esoterica du jour, my | homes. I never did completely fit in 
AN N father was on a bricklay- | among the preppies and suburban roy- 
AW S ers scaffold not far up the | alty of Columbia, either. It's like that for 
AV Ww ta k S> Š street, working on a cam- | Straddlers, who live with an uneasiness 
ON AOA pus building. Once we met up on the | about their dual identity that can be 
BROWSING | subway going home — he was with his | hard to reconcile, no matter how far 

. tools, I with my books. from the old neighbourhood they even- 












C.P. Gurnani | We didn't chat much about what ` tually get. "Ultimately, it is very difficult 
CEO, HCL Perot Systems went on during the day. My father | to escape culturally from the class into 
wasnt interested in Thucydides, and I | which you are born," Paul Fussel's influ- 

China is the flavour of the times. wasnt up on arches. We shared a New | ential book Class: A Guide Through The 
Everywhere, the debate is about . York Post and talked about the Mets. American Status System quotes George 
China's emergence as an economic | My dad has built lots of places in | Orwell as saying. The grip is that tight. 
superpower. So my curiosity was _ NewYork City he can't get into: colleges, | That's something Straddlers like me 
piqued by COMING COLLAPSE OF condos, office towers. He made his liv- | understand. There are parts of me that 
CHINA by Gordon G. Chang. The ing on the outside. Once the walls were | are proudly, stubbornly working class 
China story is too fascinating to be ig- up, a place took on a different feel for | despite my love of high tea, raspberry 
nored, and the bookprovidesacom- | him, as though he wasnt wel- vinaigrette and National 
pelling account of the conflicts in its , come anymore. It never 
institutions and warns that the coun- | bothered my dad, though. 
trys experiment with market reforms — For him, earning the 
could go wrong. It raises the critical. | dough that helped pay for LIMBO 
: : 2 š Blue-Collar Pott, White-Collar Dune 
issue whether its society and culture my entree into a fancy, Blue-Collar Roots, 
will really allow China to become the brick-in institution was White-Collar Dreams 
biggest power. I am into two kinds of satisfaction enough, a By Alfred Lubrano 
reading: fiction that’s related to medi- vicarious access. John Wiley & Sons 
cine and law — my favourites are We didn't know it then, Pages: 248; price: $27.95 
Robin Cook, Steve Martini, Christo- but those days were the ' 
pher Reich— and books on manage- start of a branching off — a | 
ment and current issues. x redefining of what it SAHNE 

. means to be à working man in Public Radio. Born with a 


our Italian-American family. Related by | street brawler's temperament, I possess 


niai aa blood, we're separated by class, my | an Ivy League circuit breaker to keep 
Quality In Business father and I. Being the white-collar | things in check. Still, I've been accused 
By Debashis Sarkar 


child of a blue-collar parent means | of having an edge, a chip I’ve balanced 
being the hinge on the door between | on my shoulders since my days in the 
two ways of life. With one foot in the | old neighbourhood. 


(Response Books) 








THE book condenses 


working class, the other in the middle It was not so smooth jumping from 
quality goals into 76 ; N 
crisp mantras. The _ Class, people like me are Straddlers, at | Italian old-world style to US 
format is quite . home in neither world, living a limbo | professional in a single generation. 
interesting because it life. Its the part of the American Dream | Others who were the first in their fami- 
drives home a point you may have never heard about: the | lies to go to college, will tell you the 





simply and quickly. 
However, the format has its 
limitations. For instance, it does 


costs of social mobility. People pay with | same thing: the academy can render 
their anxiety about their place in life. Its | you unrecognisable to the very people 


not allow for discussion of the | a discomfort many never overcome. _ who launched you into the world. The 
examples, thus reducing the What drove me to leave what I | ideas and values absorbed in college 
impact of the lesson. But for knew? Born blue-collar, I still never felt | challenge the mom-and-pop ortho- 


those who have just embarked xd " 
on their quality journey, this completely among the tough guys and | doxy that passed for truth for 18 years. 


list of dos and don'ts offers a anti-intellectual crowd of my neigh- | Limbo folk may eschew polyester 
good roadmap. B | bourhood in deepest Brooklyn, as part | blends for sea-isle cotton, prefer Brie to 
. of a populous, insular working-class | Kraft slices. They marry outside the 
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class in Am 


neighbourhood and raise their kids 
differently. They might not be in church 
on Sunday. 

When they pick careers (not jobs 
like their parents had, but careers), it's 
often a kind of work their parents never 
heard of or cant understand. But for the 
white-collar kids of blue-collar parents, 
the office is not necessarily a sanctuary. 
In Corporate America, where the rules 
are based on notions foreign to work- 
ing-class people, a Straddler can get 


lost. Social class counts at the office, | 


even though nobody likes to admit it. 

Ultimately, corporate norms are 
based on middle-class values, business 
types say. From an early age, middle- 
class people learn how to get along, 
using diplomacy, nuance, and politics 
to grab what they need. It is as though 
they are following a set of rules laid out 
in a manual that blue-collar families 
never have the chance to read. 

People born into the middle class to 
parents with college degrees have lived 
lives filled with what French sociologist 
Pierre Bourdieu calls ‘cultural capital’. 
Growing up in an educated environ- 
ment, they learn about Picasso and 
Mozart, stock portfolios and crème 
brulee. In a home with cultural capital, 
there are networks: someone always 
has an aunt or golfing buddy with the 
inside track for an internship or some 


The uneven race 





| ALFRED LUBRANG is an award-winning 


journalist with over two decades of 
experience as a reporter. He is on 
the staff of the Philadelphia Inquirer 
and is contributing editor to GQ. 


entry-level job. Dinner-table talk could | 
involve what happened that day to | 


mom and dad at the law firm, the doc- 
tor's office, or the executive suite. 


Middle-class kids can grow up with u 
what sociologists describe as a sense of | 
entitlement that will carry them | 


through their lives. This ‘belongingness’ 


is not just related to having material - 
means, it also has to do with learning | 
and possessing confidence in your | 
place in the world. Such early access : 
and direct exposure to culture in the - 


home is the more organic, ‘legitimate’ 
means of appropriating cultural capital, 
Bourdieu tells us. Those of us possess- 


ing ‘ill-gotten culture’ — the ones who x 


did not hear Schubert or see a Breughel 


until freshman year in college, the ones | 
who grew up without knowing a friend x 
whose parents attended college — can | 
learn it, but never as well. Something is | 
always a little off about us, like an | 


engine with imprecise timing. 


Theres a greater match between | 
middle-class lives and the institutions ` 
in which the middle class works and | 


operates — whether they are universi- 


ties or corporations. Children of the - 


MERICANS have always embraced the notion that this is a land of 

opportunity, with rags-to-riches possibilities. It's true that there are apples 
to be picked, but one can argue that not everyone has equal access to the 
fruit. We begin in different places, with some of us already two laps ahead 
when the starter's gun goes bang. The family you are born in may well have 
more influence on your future success than any other single factor, says 
Brookings Institution economist Isabel Sawhill. To ensure a rosy future, social 
scientists who study mobility love to say, "Pick your parents well." 

If someone gets ahead, our national philosophy goes, it's because they 
work harder. Statistics show that there are people who worked just as hard, 
but were unfortunate enough to have been born on the 2-yard line and not 
42. If your parents are in the upper tier of white-collar folks, there's a 6096 
chance you will be, too, mobility experts say. 

If, on the other hand, your parents are manual workers, your chances of 
getting into those clean well-paying jobs are less than 30%, no matter how 


many hours you put in. 
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middle and upper classes have been 
speaking the language of the bosses 
and supervisors forever. An interesting 
fact: the number of words spoken in a 
white-collar household in a day is, on 


average, three times greater than the 


number spoken in a blue-collar home 
(especially the talk between parents 
and kids), savs pioneering economist 
Charles Sackery. 

Blue-collar kids are taught by their 
parents and communities to work hard 
to achieve, and that merit is rewarded. 
But no blue-collar parent knows 
whether such things are true in the 
middle-class world. Many profession- 
als born to the working class report feel- 
ing out of place and outmanoeuvred in 
the office. Soon enough, Straddlers 
learn that straight talk wont always cut 
in shirt-and-tie America where people 
rarely say what they mean. Resolving 
conflicts head-on and speaking vour 
mind doesnt always work, no matter 
how educated the Straddler is, 

In the working class, people per- 
form jobs in which they are closely 
supervised and are required to follow 
orders and instructions, That, in turn, 
affects how they socialise their children, 
social scientists tell us. Children of the 
working-class people are brought up in 
ahome in which conformity, obedience 
and intolerance for back talk are the 
norm — the same characteristics that 
make a good factory worker. 

People moving from the working 
class to the middle class need a strategy. 
a way to figure out rules, the food, the 
language, and the music. "Its a new 
neighbourhood," Sackery says, "and it 
has the danger of a new neighbour- 
hood. Its unfriendly territory. Upper- 
class people do look down on us. 

So in your strategy for living, you 
have to figure out how to make it from 
one day to the next. It's an endless trek. 
You can fit in; you can decide to over- 
whelm and be better than them; 
vou can live in the middle class but 
refuse to assimilate, or you can stand 
aside and criticise; and never be part 
of things. a 
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“ Blundering energetically 


NCONGRUOUS as the comparison may seem, 
there is something in common between this prime 
minister and Rajiv Gandhi. When he was cata- 
pulted into power, Rajiv Gandhi was full of good in- 
tentions, which he pursued with vigour. In the end, 
he got ensnared in scandal and was defeated. But he was 
the prime minister who began the end of the Licence Raj. 
Atal Bihari Vajpayee came in with an equally towering am- 
bition to change the face of India, and has pushed policies 
with just as much energy in the direction of reforms. With 
his half century of political experience, he has avoided the 
pitfalls that Rajiv couldn't; if he retires at the end of term of 
this Parliament, he will be remembered as a well-inten- 
tioned, reformist prime minister. 
The past month saw his 
government taking important 
initiatives. Progress in Indo- 
Pak relations is measured in 
millimetres; but the flurry of 
proposals seeks to move mat- 
ters quite a few millimetres for- 
ward. More important, it em- 
bodies a clever way of getting 
past the impasse. The dead- 
lock arises from the fact that 
Pakistan wants action first on 
Kashmir — meaning progress 
towards India's divestment of 
Kashmir — whereas India does 
not want it at all. The govern- 
ment has this time suggested a 
number of steps quite outside 
Pakistans agenda each of 
which is too small to bargain 








Both Vajpayee and Rajiv 
Gandhi came in with 
towering ambitions to change 
the face of India 





over. President Musharraf is a master tactician; he would | 


love to have infructuous talks with India at the highest 
level, on the Agra model, and then claim India is intransi- 
gent and unreasonable. Our government has suggested 
measures that look so reasonable that they need no talks. 
Well done, Vajpayee! That was a deft move. 

The other steps look equally nimble, but are not. On 
the one hand, Vajpayee has travelled East and signed free 
trade agreements with the Asean and Thailand. Regional 
trade agreements are a corrupt customs mans delight, for 
he can draft complex rules of origin and then interpret 
them to his own satisfaction. Some duty-free imports will 
mean profits for importers, and customs officials will ask 
for a price to recognise that the goods came from Asean. 
As if that is not enough, the bureaucrats have built in 
enough complexity into the agreements to play further 
games. Tradable goods will be divided into three groups 
— early-harvest-track goods on which duties will be re- 


moved by 2007, normal-track goods on which they willbe | right place, but it needs a sharper brain. 





removed by 2011, and sensitive-track goods for which the 
date will be some time in the future. The 105 categories of 
sensitive goods specified in the agreement include such 
supremely trivial goods as carbon paper and non-electric 
typewriters. The rest can be manipulated by shuffling 
goods between normal and sensitive ones. 

On the other hand, the government has decided to al- 
low Thai Airways to fly to 18 airports in India, and private 
Indian airlines to fly to Colombo. Governments control 
the right of access to their airports, and trade landing 
rights. The government owns widespread landing rights 
forother countries which it gives only to the airlines under 
its own ownership, Air-India and Indian Airlines; they can 
use only a fraction of the available landing rights. So the 
government has decided to al- 
low Thai Airways to send more 
flights into India than reciproc- 
ity would permit. The calcula- 
tion is that Thailand gets five 
times as many tourists as India, 
some of whom would filter into 
India on Thai Airways flights. 
But many more would come to 
India if reciprocity were aban- 
doned and foreign airlines 
were allowed to bring in 
tourists whenever the tourists 
want to fly. That sounds unpa- 
triotic; if Britain does not allow 
more Air-India flights into 
Heathrow, why should we al- 
low more British Airways or 
Virgin flights into Mumbai? 
The reason is the same as the 
one used to give extra landing rights to Thai Airways: that 
people flying into India create jobs and incomes in India. 

Thesame argument applies to private airlines flying to 
Colombo: why just Colombo? The country benefits 
equally from flights of Indian airlines, whether they are 
government-owned or private. It will benefit equally 
whether private airlines fly to Colombo, Dubai or Singa- 
pore. These are all airports to which the government air- 
lines just do not have the capacity to send enough flights; 
so why not allow private airlines to all destinations? 

For decades all patriotism resided in the government, 
and private businessmen were considered low-caste. Al- 
though the Rajiv Gandhi and Narasimha Rao govern- 
ments began to weaken discrimination against the pri- 
vate sector, credit must go to the Vajpayee government for 
having brought the private sector into the mainstream. It 
isa pity, however, that when it frames policies, its thinking 
tends to be fractured and schizophrenic. Its heart is in the 
pu 
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‘J Past, past and past. Your cover story on the 
stockmarkets talks only about what happened 
in the past and ignores readers' apprehensions 
regarding the future. | 

The article would have been more 
wholesome had you devoted some space 
speculating on its future and listed those companies and sectors 
whose stock prices are likely to rise in case the Sensex/Nifty continues 
to remain bullish and touches another high. Alternatively, you could 
have bettered it for the readers by also listing the names of those 
companies in whose cases stockmarket losses could be minimised if 
the trend reverses with the bear phase replacing the current bull phase. 







Ashok Narottamdas Shah, Delhi 
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TO EACH HIS OWN 
Agencies act according to the brief given 
to them and if the marketing honchos 
decide to ‘sell’ and not ‘build’ brands, 
then why blame advertising agencies 
for this poor state of affairs (Advertising 
Amnesia, BW, 24 November)? Coming 
to the recall value of most advertise- 
ments, Reliance India Mobile has be- | this ploy also failed, he proposed a dras- 
come a brand in a very short span | tic reduction in fees, which in effect, 
thanks to conventional advertising meant dependence on government 
backed by high media spend and cer- ^ subsidies. Foreseeing its pitfalls, again 
tainly not Jt because ofword of mouth. So the HMs refused. 
whathas worked | Finally, his prayers seems to have 
for brands ab- | been answered this Sunday. The ex- 
road like Google pose's timing and the following events, 
and Yahoo! | especially his prompt announcement 
might prove to | cancelling the test, seem more than. © 
beadisasterfor | mere coincidences. The matterneedsto ` 


a memorandum of understanding with. 
the HRD ministry. But the Ahmedabad, 
Bangalore and Calcutta IMs refused. 
anticipating that once armed withfar- 
reaching powers, the government will. — 
interfere in student selection and fac- 
ulty. Next, Joshi called for reviewingand 
scrapping of CAT if necessary. When 







the Indian | be investigated in light of these numer- 
. brands. | ous coincidences. As Auric Goldfinger 
VS. Mohan, in the Bond movie Goldfinger says: 
U Chennai | “Third time is enemy action.” 
idi | Vikram Poddar, Mumbai 


CATASTROPHE 
I took the ill-fated CAT examination this OUT OF SLUMBER E 
Sunday and felt extreme anguish when Finally, the sleeping city Kolkata seems 
it was cancelled following the expose to have waken up to the call of future 
that the paper was being leaked. But | (‘East Is A New Orbit’, BW, 1 December). 
there is more to the CAT controversy | Catching eyes of the IT world is only a 
than meets the eye. Those who have | stepping stone, Kolkata has a long, 
been following the interactions be- | bumpy road to travel before it hopes to 
tween the human resource develop- | establish itself as an IT hub. How about 
ment (HRD) minister Murli Manohar | beginning with restructuring its dilapi- 
Joshi and the Indian Institutes of Man- | dated infrastructure? 
agement would know that there is no | Neeraj Bansal, Lucknow 
love lost between them. Joshi has been, E 
for along time, trying to get greater con- |: 
trol of s iste fired eae salvo |. Letters id also ie sent to | 
I i E editor@bworldmail.cam i 
when the HMs were pressurised to sign | | ; 


ea hber A mr oe NA AONAIR MLE EEZ aiv ren engin qo NAP M OASYS NAA "e "eA “uW VRE van alan V BH aai MI CTI fe ANNE S tede tutte 
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COVER STORY 


Brand 
New! 


She is not the person you knew 
five years back. And no, she hasn't 
disappeared from the Indian mar- 
ketplace forever. She is very much 
around — in the hinterlands of 
rural Bharat and at the frontiers of 
urban India. 

Yet sheis more mature, more 
aware, more concerned about 
quality, more in need of functional 
products, more inclined to im- 
prove her life and the lives of her 
people. She is the new, improved 
Indian customer — and she is 
waiting to be served. 

But are marketers listening? 


4 Same strokes for different 
people: The Indian market is still 
defined by heterogeneity of desires, 
yet there is a common mindset 











The Battle For Control 
Over The IIMs 


The HRD ministry 
seems to be using 
the CAT scam to fur- 
ther its agenda of 
gaining control over 
the country’s pre- 





mier management 
institutes. 


HRD minister Murli » 
Manohar Joshi 





Private equity india comes up as the No. 1 coun- 
try as far as rate of growth is concerned, says a PwC report. 


Reliance Arithmetic error? Or is there more to the 
revision in the gas findings figure than meets the eye? 
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US-64 The stockmarket boom has given UTI some 
cause for cheer as it has put the ill-fated fund in the black. 


Crossing the border An eclectic group of Indian 
businessmen tours Pakistan. Will this give a fillip to trade ties? 


Mobile2Win After rocking China, Alok Kejriwal 
takes his creatives to the SMS capital, the Philippines. 


Markets sebi has introduced a new integrated sur- 
veillance system for market participants. 


India Development Fund 
IDFC's $200-million infrastructure fund 
is now hitting the deal market. 


Britannica The reference 
tome plans to storm Indian classrooms. 





Britannica president Jorge Cauz » | 


Conybio Pillows to cure spondylitis and sunshades 
for migraine — these claims come under scrutiny. 
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IN DEPTH 


40 What Next? 


Forex reserves are set to cross $100 
billion. And the RBI needs to find new 
ways of managing this money. 





44. Transfer pricing Multinationals in India are com- 
ing under transfer pricing scrutiny. How will things pan out? 


48! Pharma The Mashelkar Committees recommenda- 
tions on a new regulator will change the scene entirely. 


52! Automobiles The C-segmentis witnessing robust 
growth but why are the margins growing thinner? 


56 Pharmaceuticals Novartis is all set for a tussle 
with Indian drug majors over a cancer drug EMR. 








IN VOGUE 
so! The Fles 
Fables 

A lowly flea is better off than a 


mighty elephant, says manage- 
ment guru Charles Handy. 





| Charles Handy 
64 | Bookmark Exploring the link between corporate 


governance issues and development in post-reforms India. 


ECONOMICS 2.0 





26' Niranjan Rajadhyaksha A global 
economic system is more likely to help the 
world's poor than one with trade barriers. 


COMMENT 


37 Omkar Goswami The Indian bank- 
ing sector is going to witness the beginnings of a 
churn and consolidation. 


ON THE CONTRARY 
58 Mahesh Murthy There is nothing 


like a product that can create its own fame. Butif 
you really have to advertise, here are a few cues. 
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Cover Design: Jyoti Thapa Mani 


| this week's cover story. The tim- 


| As the economy revs up, there 
| are great expectations about the 


HO is the Indian consumer? Is she the 
one who, if you were to believe the coun- 
trys leading marketers, is going around 
“down trading" — using less of the costly 
stuff and more of the cheaper stuff, to use 
plain English — and making a mess of MNC balance-sheets? 
Or is she the one who is buying up mobile phones like theres 
no tomorrow and is filling up the smart new retail and enter- 
tainment plazas coming up all over? Who is she, and what re- 





| allyisshelooking for? 






Faced with such a question, I would probably take refug 


the philosophy ofYajnavalkya and say that the Indian con- x E 
this) = 








sumer can only be defined by “neti, neti” — not this, not En 
But not market strategy consultant Rama Bijapurkar, who has 2 E 
made it her business to understand the Indian consumerthe —— 
way very few others do. So, many | 
months ago, at a time when 
there was no “feel-good factor” 
as the pink papers would say, 
Businessworld and Rama de- 
cided to take the question head 
on and answer it. The result is 


ing, of course, couldn't have 
turned out better. 


consumer building up in corpo- 

rate boardrooms. This cover story should keep those expecta- 
tions in perspective. As Rama puts it, there is a new Indian 
consumer out there and she is willing to try new things — al- 
most every indicator points to that. But is the marketer ready? 
Good question! My own feelingis that the marketer/manufac- 
turer has forgotten the art of innovation and the small-scale 
reservations — the single biggest blow to Indian business, in 


| retrospect — have a lot to do with that. A walk through the 


spanking new malls is enough to make you worry about the 


| paucity of new products — unless you are talking of products 
| from China. 


Elsewhere in this issue, we look at the options before the Cen- 


| tral bank as the reserves inch up to a hundred billion dollars. 


And most important, why anyone who is interested in the fu- 
ture of management education in the country should stop the 
government from interfering with the HMs. Or the IITs. Let 
your voice be heard. 





TONY JOSEPH, EDITOR 
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MANAGEMENT EDUCATION 


The state vs the IIMs 


HE fallibility of the IIM exam 

system is not the only dis- 

agreeable thing to show up 

in the combined admission 

test (CAT) paper leakage 
scam. For some time now, the HRD 
ministry has been angling for greater 
control over the country's premier man- 
agement institutes. The CBI operation, 
which unearthed the scam, has given 
the ministry a handy lever in the tussle 
to smother the autonomy enjoyed by 
the IIMs. Sources at IIM allege that the 
ministry intensified the pressure on 
them to sign a controversial MoU in the 
5-6 weeks leading up to the exam. 

It also stepped up the demands for 
conducting a single entrance exam and 
reducing the annual fees from upwards 
of Rs 1.25 lakh to Rs 15,000 (contrary to 
reports, there is no formal 
demand for 
scrapping 
the group 
discussion 
and  inter- 
view). And 
immediately 
after the scam 
came to light, 
the ministry set up a one-man enquiry 
committee, in effect duplicating the CBI 
investigation. "Draw your own conclu- 
sions," says an IIM professor. 

At least one conclusion is easy to 
draw, and it isn't pretty. The government 
already has control over things like pay 
scales, the director's appointment and 
total faculty size. If it gets its way, it could 
well end up dictating faculty recruit- 
ment and development at the IIMs. 
That would stifle the very academic 
freedom that attracts world-class fac- 
ulty and students to these institutes. 
Signing the MoU could also put paid to 
any chance the IIMs have of joining the 
ranks of top global B-schools. 

The chain of events leading to this 
state of affairs was triggered off around a 
couple of years ago. It all started with a 
report of the expenditure reforms com- 















Whose will will prevail? HRD minister 
Joshi's, or that of the IIMs (from left: 
Ahmedabad, Bangalore and Calcutta)? 


mission requiring the government to 
sign MoUs with autonomous educa- 
tional institutions that are funded to the 
tune of Rs 5 crore or more. This is the 
mystery MoU you have been reading 
about in the papers — and it is the pri- 
mary bone of contention between the 
three older IIMs (IIM-A, B and C) and 
the HRD ministry. The MoU is meant to 
help control the use of government 
funds going to educational institutions. 
"But the government wants to exer- 
cise control even over the resources we 
generate on our own from research, 
consultancy and executive pro- 
grammes," says an IIM professor. The 
government rejected a draft MoU sub- 
mitted by the IIMs that allowed it super- 
vision only over the government fund- 
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ing and wants the IIMs to sign one that 
will effectively let it oversee all re- 
sources. "There has been no dialogue — 
the only communication has been 
through circulars and casual talk. This 
control-orientation is something we are 
seeing only now." 

Though ministry officials could not 
be reached for comment, there may be 
something in what he says. Earlier this 
year, the government set up the Bharat 
Shiksha Kosh to act as a conduit for do- 
nations to the educational institutions 
under its purview. Dharni Sinha, well- 
known academician and founder of the 
Hyderabad-based thinktank Cosmode, 
also thinks we are seeing a new, more 
regressive ministry. "No B-school can 
survive if the fee is reduced to Rs 15,000. 
Only government B-schools with sub- 

sidy will survive." 

The wheel has 
come full 
circle. Thr- 

oughout the 
1990s the 
government 
had encoura- 
ged the IIMs to 
generate their 


own resources. 

"The matching grant scheme, where 
the government matched the resources 
raised by the IIMs, was meant to en- 
courage these institutes to raise their 


What the HRD ministry 
GOVERNMENT DEMAND 


Sign MoU that effectively gives 
govt. a say in even how the IIMs 
spend their self-generated funds 


Reduce annual fee from 
upwards of Rs 1.25 lakh to 
Rs 15,000 


Agree to one, all-India entrance 
test which applies to all 
management institutes 


own resources and it worked till about 
the year 2000," says Ashoka Chandra, 
who was special secretary, Ministry of 
HRD and in-charge of technical educa- 
tion from 1999 till June 2002. “My view 
has always been that educational insti- 
tutes, like the IIMs and IITs, should en- 
joy the greatest possible autonomy. 
Whenever there has been a problem, it 
has been my experience that these insti- 
tutes are quite responsive to dialogue." 

There are many theories going 
around about why the government 
wants more control. The most charita- 
ble is that it wants these institutions to 
fulfill 'social' and 'national' objectives 
like sending more managers to PSUs or 
bringing out more research on the unor- 
ganised sector. But hardly anybody out- 
side the ministry agrees with the means 
adopted by the government. 

For the IIMs, the pressure couldn't 
have come at a worse time. Most of the 
IIMs are trying to match global B-school 
standards. According to Tarun Khanna, 
a Harvard professor, the main feature of 
any top global B-school is a research 
core, which then translates into excel- 
lence in teaching and great students 
and other virtuous cycles. So far, the 
IIMs dont have much ofa reputation for 
world-class research. 

Now imagine a quasi-Orwellian sce- 
nario where the government has more 
control over them. There is a govern- 
mentrulethat a professor can go abroad 
to present a research paper only once in 
three years. Some of the IIMs have been 
using their own substantial resources to 
send faculty abroad more often. If the 
government started dictating what they 
can do with those resources... x 

NAVJIT GILL & IRSHAD DAFTARI 


wants the IIMs to do 
IMPLICATIONS 

















VIEWPOINT: TONY JOSEPH 


Is our politics on 
the mend? 


T first look, the headline of this column is 
A nonsensical. We have seen yet another 

politician caught on videotape accepting a 
bribe and, while doing so, breaking into poetry. | 
am still figuring out which is worse, the poetry or 
the bribe-taking. (Readers who have a clear answer to this question are en- 
couraged to write in, explaining their reasons, preferably in verse.) 

So why the headline? The answer lies in the elections to the five assem- 
blies that are going on. If you have been following the news and surveys, you 
couldn't have missed one thing. Wherever incumbent governments are likely 
to be thrown out, like in Madhya Pradesh, they are likely to be thrown out for 
bad economic performance. Wherever incumbent governments are likely to be 
returned to power, like in Delhi, they are likely to be voted back in because of 
good economic performance. Voters in MP are so cheesed off with Digvijay 
Singh's inability to build roads and provide power that they are waiting to show 
him the door. Voters in Delhi are so pleased with the way Sheila Dixit has tack- 
led the city's power, pollution and water problems that they are willing to give 
her another five years. The story may not be as stark in Rajasthan, Chattisgarh 
and Mizoram, but the general drift is the same: deliver or get kicked out. 

This is news, and pretty good news at that. Indian voters have rarely voted 
for economic reasons. They have voted for religious reasons, caste reasons, 
dynastic reasons, sympathy wave reasons and all kinds of other ridiculous rea- 
sons, but when was the last time you saw them sending home a chief minister 
because he didn't build roads? You may say whatever you like about politi- 
cians, but | will say this much for them: they are fast learners. If they think 
caste is what sells, they will all play caste games. If they think fascism is what 
sells, they will all be fascists. That is why there is hope. | will be very surprised if 
Uma Bharati, if she becomes the next chief minister of Madhya Pradesh, does 
not put roads and electricity at the top of her agenda. | will even venture so far 
as to suggest that other chief ministers, too, will sit up and take note. 

Two or three important states, however, may continue to wallow in stag- 
nant economic waters: Bihar and Uttar Pradesh, for example. The electorates 
in both states are not ready to take up economic issues yet; they have other 
unsettled issues to be tackled first. Until the oppressed castes of both states 
regain their sense of self-worth, expect economics to play second fiddle to 
identity politics. In a sense, | even appreciate what the lower caste voters of 
these states are doing — in their place, | might do the same. 

But in the rest of India, a new kind of voter seems to be walking about, rev- 
elling in the sense of power his vote gives him, and discovering the idea of ac- 
countability. | don't believe this is an accident. It is a direct consequence of the 
economic prógress that the country has made in the last decade. Poverty has 
been on the decline, and the ranks of the middle class are beginning to swell. 
The middle class is what gives shape and stability to a society because it is 
equipped to make the rational tradeoffs necessary for intelligent decision- 
making. Unlike the poor, they have something to lose, and unlike the rich, they 
care. The new voter is just the new middle class with a sense of its real inter- 
ests. Let's just hope he sticks to his guns! LJ 








Tony Joseph can be reached at: tony@bworldmail.com 
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RELIANCE GAS FIN 








R HEN the Reliance-Niko 
Mf joint venture announced 
W W last October that it had 
struck huge amounts of gas in the 
D6 block of the Krishna-Godavari 
basin, not everyone was convinc- 

ed about the size of the strike. 
Many felt itto be ploy to boost 
Reliance" s share price. So, when 
Niko lowered its original gas in- 
pad. i. based on 





tio 19. 9 trillion cubic feet (tcf) to 
8.6 tcf citing an arithmetic error, 
rumour mills got busy. 

| To be fair, calcu- 






^ on nthe basis of 
% | new data. Curi- 








ously, D&N's re- 
|. soni is based 
| seven wells. 
*- D&M didn't 
reply to BW's 
queries. Now, here's the 
nub: why did Niko, which owns just 
1096 of the block, and not Re- 
liance, which owns the rest, make 
the announcement? BW learns 
that although D&M was hired by 
both firms, Niko had also engaged 
ft iore as stricter disclosure 





% cretion in its assets Then D6 block 





$82. 9-million Canadian firm. But 
Reliance is sticking to its estima- 
tes of 14 tcf. It claims its method 
x of calculating reserves varies from 
. D&M's. That has led experts to be- 
| lieve that Reliance is looking to 
| tise the asset or bring in a 
strategic investor later. m 
RANJU SARKAR 











GLOBAL PRIVATE EQUITY 


India on top 


O. 1 at last! The Pricewater- 
houseCoopers (PwC) 2003 
report on global private eq- 
uity says India is the fastest 
growing market in the world and the 
12th biggest, ahead of worthies like Is- 
rael and China. In the last five years pri- 
vate equity investments have grown 
atan astounding CAGR of 8276, Sweden, 
the next fastest growing private equity 
market has grown at 57% CAGR. China, 
surprisingly, is near the 
bottom this year at the 12th 
position. 

While other markets 
did badly India main- 
tained a steady pace, 
attracting investments 
worth $1.05 billion. But the 
US still remained at the top 
with $62 billion. More wor- 
ryingly, till last year very lit- 
tle fund-raising was done 
in India. Most successful 
countries are able to main- 
tain, in terms of private equity, a close 
relationship between investments and 
fund-raising. This reflects the success of 
past investments that allow investors to 
launch new funds or capitalise new 
schemes of old funds. India lags behind 
here. 

India has performed a bit better if 
we only take investments in the tech- 
nology sector. It comes in at the 11th 
position ahead of the Netherlands, 
Finland, Denmark, Taiwan and China. 
But more than 60% of private equity 
flow last year was invested in non-tech- 
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| China (19) HN 


Source: PwC 


| telecom. But, it is not good news all the 
| way. The private equity inflow as a per- 


; centage of GDP is a low 0.20%. Korea, 
| Australia and Hong Kong have a deeper 


entrenchment of this asset class and 
their private equity to GDP percentages 
are nearly double. 

The big qualifier is that India is at 
the top, not because it has done well, 
but because other markets have seen a 
massive decline in investments. In 
India investments have actually 


| remained flat in 2000, 2001 and 2002 at 
| around $1-billion levels. B8 
nology sectors like banks, FMCG and | 


SHISHIR PRASAD 
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HOULD finance ministers give 
advice on how the foreign 


_ & exchange exposures of the private 
* sector are managed? No, but that 
"= is what Jaswant Singh seems to 


| - j 7 have done last week. He toid 
; æ exporters who have been 
a4 complaining about the rise of the 


= ° e rupee against the dollar that they 


—, aw would do well to switch to euros. 


N ww currency market. Exporters eam for- | 


; = eral reasons why companies are ex- | 


It's not so simple. There are sev- 


€ = posed to the ups and downs of the 


., *** eign exchange. Importers spend for- 


«€ eign exchange. And many compa- 


, 4 nies borrow and invest abroad. 


Ideally, all these activities should 


= Š be done in the same foreign cur- 
«= rency. That gives companies a "nat- 


i e ural hedge" against currency fluctu- 
4»* ations. Traditionally, Indian 
**. companies have preferred to deal in 


V^ ° dollars. If they do have any receiv- 
«* - ables, payables, borrowings or in- 


V/ © vestments in another currency — 
=< say the yen — then they have gen- 


/ £5 erally preferred to do derivative 
`< **' * deals to convert these yen expo- 


=ë sures into dollar exposures. 


So just billing exports in euros 


~~ will not solve the problem if compa- 


a z > nies continue to pay for their im- 
4^ ports in dollars. Their "natural 


< hedges” will be destroyed and the 


«* risk on corporate balance-sheets 
* ^ will increase. 


£ 


YEAR ago, when the Reserve 
Bank of India (RBI) gave out 


_, «© licences to two financial companies 
=~ to enter the banking arena, it had 


Z also suggested that it would be 
^ giving out no more banking licences 


~-e in the near future. Now the RBI 
.. aw? seems to have backtracked on 
æ its policy. It has announced that it 
«= Will soon allow more players to set 
"€ up banks. 





There is speculation that the RBI 





4€ could soon allow — houses | 





US-64 


DE | A. Backinthe 
by Niranjan Rajadhyaksha | black 


to start banks, though the Central NE peak scaled, now to prepare 
bank is resolutely mum on the is- O for the next one. The govern- 
sue. It is interesting to remember ment has the money in the US- 
that when new private banks were 64 scheme as far as the principal is. con-. 
allowed in 1994, many corporate cerned, but will have to manage» 
houses had thrown their hats into fund well enough to pay off tt 
the ring. They were denied licences. it owes investors. The current: 
Is that about to change? means that the job of atleast gett ng 
e NAV of the scheme to Rs10— itwaslan- ^^. 

P guishing at Rs 6 — has been accom- -= 

'ECENT employment data has plished. To pay out the interest, the NAV ` 5 i 
abated fears that the US will have to rise a further Rs 4. A good 









| economy is going through a jobless — possibility if you believe that the stock —— 


recovery. But despite the recent fall markets in India are currently ina long 
in jobless claims, the plain factis bull phase. D. 
that the US, at this stage of the In August 2002, the governmenthad — — 


, economic cycle, should have had 7 | split the Unit Trust of India into two: a 


liowas —— 





million extra people on their jobs. — | r parts and the entire US-64 portit 


Morgan Stanley's economics handed to the entity now called UTL-L 
guru Stephen Roach believes that UTI-I was the part that had ali the as- 
jobless growth inthe US is hereto | — sured return schemes and, therefore, 
stay. In a recent report, he predicts the government derisked the investors 










“a fundamental breakdown of the 
relationship between aggregate de- 
mand and employment in the US", 
This means that American employ- 
ment will not go up despite a rise in 
demand. 

Why? The reason Roach gives is | 
global labour arbitrage, which is act- — — by issuing five-year bonds at 6.75% in- 


| ing as a structural depressant on job terest. It was understood that in return 


creation in high-wage countries like for safety, the investors were forsaking 
the US. india, needless to add, is = all the upside ifthe NAV went past Rs 14 
one of the main beneficiaries of this | — — Rs 10 forthe face value and Rs 4 in ac- 


| labour arbitrage. “That means that ^| cumulated interest. 


America's jobless recovery could — | According to Dhirendra Kumar, 
well be here to stay," says Roach. |= CEO, ValueResearch, a company that 
tracks mutual funds: "The UTI-I portfo- 


lio is no longer disclosed very frequently 
INALLY, here’s something that but from the Sensex rise one can as- 
Michael Lewis, the acerbic sume that US-64 with its very large eq- 


financial writer, has to say about 
the current mutual fund scamin | 
the US in his column for Bloomberg ` 
News: “But the real problem with — 
mutual-fund managers isn't their 


uity base would have risen in a similar 
fashion." 

This means that the face value of the 
bond is covered by the present value of 
the US-64 holdings. “They now have to 
dishonesty. It’s their incompetence get Rs 4 more over the next four years. 
.... The millions of dollars that t  Thatisvery doable,” says Kumar. That is 
mutual funds have, in effect, stolen |! — certainly a bit of good news for taxpay- 
from their small customers are | ers because otherwise they would have 
dwarfed by the billions they have ended up paying for any further Mots 
wasted for them. @  fallinthescheme. 
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Mumbai 


- Businessmen Cross 
the border 


HILE diplomacy via the | 


Wagah border has got 
used to falling flat on its 
face, a bunch of Indian 
businessmen are tootling across the bor- 
der to pursue more down-to-earth inter- 
ests. They intend to talk shop. The recon- 
naissance mission — a melange of 


.. industrialists, venture capitalists, con- 


sultants and MNCs — leaves on a char- 
tered flight from Mumbai for Amritsar 
on 29 November. 

From Amritsar, the group will travel 
by bus to the Wagah border and on to La- 
hore. En route from Lahore to Karachi, 
the mission of 60 couples plans to make 
a brief stopover at the ancient trading 
city of Mohenjodaro, perhaps, a sym- 
bolic statement ofits intent. 

There isn't a lot of information avail- 
able on the three-day whistle stop tour of 
Pakistan. Deliberately so. The organisers, 
one of which is the Mumbai chapter of 
the Young Presidents’ Organization 


\/ (YPO), have kept a lid on the details, os- 


tensibly to prevent controversy. BW has 
learnt that the visitors will break bread 
with their counterparts in Karachi and 
Lahore, talk about possible areas of col- 
laboration and attempt to lay the foun- 
dation for a firmer commercial channel 
between the two countries. 














At present, the two neighbours just 
about manage $100 million in annual 
trade between them. The initiative by 
YPO and other industry associations 


| owes much ofits genesis to the revival of 


the Delhi-Lahore bus service in May . Af- 
ter the resumption of the service, the 
Confederation of Indian Industry (CII), 
with the YPO, set up the 'India-Pakistan 

CEO's Business Forum’ in September. 
The Pakistani business community's 
response to the forum was to send a del- 
egation of 12 members to New Delhi via 
the Wagah border the same month. To 
take matters further, the delegation had 
stated that telecom, pharma, software 
development, chemicals, automobiles 
and venture capital were some of their 
specific areas of interest in India. The In- 
dian delegation will largely mirror the 
one that met the Pakistani delegation in 
Delhi this September — Anand Mahin- 
dra, CII president and vice chairman of 
Mahindra & Mahindra, Suketu Shah, 
leader, India-Pakistan YPO Peace Initia- 
tive and president of Mukand, D.S. Brar, 
CEO and managing director, Ranbaxy 
Laboratories, Arun Maira, chairman, 
Boston Consulting Group and Sunil Mit- 
tal, chairman, Bharti Enterprises, 
among others. "m 
SNIGDHA SENGUPTA 
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Ringing in 
Philippines 


A 30-something entrepre- 


neur on steroids has taken his 
firm, Mobile2Win (M2W) to the 
Philippines. The venture has tied 
up with mobile service provider, 
Smart for the distribution of mo- 
bile games created by the Indian 
arm of Contests2Win (C2W). 

Eager to tap into the Chinese 
wireless market, Kejriwal had set- 
up M2W in China in January 2003 
along with Siemens and Softbank 
to create short messaging service 
(SMS) campaigns for brands like 
Coke. Subsequently M2W was 
also started in India with the iden- 
tical 8558 number 
that is used in 
China for the cam- 
paigns. 

But in the 
Philippines, M2W 
has chosen a 
more relaxed entry 
mode by choosing 
to establish itself š 
in content first. In- ^ & 
stead of getting 
into SMS-based advertising cre- 
atives, M2W will be creating and 
distributing games. Ideally, the 
Philippines, which is also the SMS 
capital of the world, would be the 
perfect market for establishing a 
niche in SMS-based creatives. 
However, according to sources, 
Siemens was concerned about 
the rapid expansion and worried 
that the management bandwidth 
would not be able to straddle 
three countries at one time. 
Clearly, M2W is on a fast growth 
track. The M2W revenues in India 
and China will be touching Rs 7.50 
crore by this year-end. That's al- 
most double of the Rs 4 crore that 
C2W, has generated in the two 
countries in the last three years. li 

RADHIKA DHAWAN 


LOK Kejriwal is fast making 
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Presenting the new Chip. 
It lets you get more out of technology. 


The new Chip makes technology what it's never been before: simple, friendly and fun. 


The up-to-date news and useful workshops put you miles ahead. The unbiased 
reviews tell you what to put your money on. And the free CDs let you benefit without 
spending a penny. 

Chip has everything. Except jargon. We didn't think you'd need it. 


To subscribe, call 022-5666 6665 or e - mail: subscriptionGchin-india. cam 
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OPERATING PROFITS 


-sized firms 


take the lead 


= 


Sales | 


| 
| 
x 
Doe n o eset 
| Manufacturing (Sales 
«Rs 250 cr & >Rs 100 cn | 
x 82,573 
| 20,813 | 
| 12,431 | 
| 2,990 | 
$978. 
2,470 | 


Chemicals 


Machinery — — 
Cement 


OME December, the whole of 
Dalal Street will be queuing 
up to get digitally pho- 
tographed and get prints of 
their right thumb, left thumb, right in- 
dex finger and left index finger in that 


.. order, recorded biometrically on a soft- 
.. ware programme. Though the pro- 


gramme isonly used for criminal record 
applications, dont start fretting about 
another scandal in the markets yet. It's 


. justa new integrated surveillance sys- 


tem for market participants, introduced 
by the Securities and Exchange Board of 
India (Sebi) last week. And this is the first 
civil application for the software devel- 
oped by CMC. 

The thumb impressions and other 


. details of the marketmen will be cap- 


i.» tured and a unique identity number as- 


signed to them — without this ID, no 
trade will pass through. This database, 


x . MAPIN, will enable Sebi to track down 


entities and operators behind the price 


—, movements of any stock and also make 


it difficult for operators to accumulate 


^* positions in a stock using multiple de- 


mat accounts and brokers. In the first 


.; phase ofits implementation, only listed 
.. companies and specified market enti- 


ties will need to comply (See ‘Who Gets 


A close look at sales growth 













Sept 01 . Sept 02 Sept O1 
106 — 327 1546 15.26 1223 
-3.32 


15.9 11.65 














@ The market entity itself 


Q Principal officers including 
directors, managers and 
secretaries 


@ All staff involved in operational 
activities of the entity 


© Promoters, except when the 
promoter is central or state 
government, statutory authority 
and investors with over 10% in 
the company, including financial 
institutions (Fis), Fills, banks 
or mutual funds 


@ All directors, except those 
nominated by Fis 


© Spouses, dependent children 
and dependent parents of all 
above persons 





* Market entities include depositories, depository 
participants, stock exchanges, mernbers of stock exchanges, 
merchant bankers, bankers to the issue, undenwrters, 
registrars. and transfer agents, mutual funds, collective 
investment schemes, portfolio managers, stock lending 
agencies, credit rating agencies, debenture trustees, 
custodians, venture capital funds, investor associations 


Source: NSDL 
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ESULTS forthe quarter ended 
September '03 show that the 
manufacturing sector is on a 

roll. Sales have shown a year- 

on-year growth of 12.65% against 10.6% 
during July-Sep ‘02. This study covers 
1,532 manufacturing firms for which 
data is available for last three years (on 
the CMIE database) and whose sales for 
the quarter exceeded Rs1 crore. Com- 
panies with quarterly sales of Rs 100 
crore- Rs 250 crore(135 of them) grew at 
16.4% against 9.18% in the same period 
last fiscal. Interestingly, in the same pe- 
riod last year, mid-sized firms grew at 
9.18%, lower than the overall 10.6%. 
Sales have grown 12.65% but margins 
have remained constant. Even allowing 
for increased export earnings, it is likely 
that the current growth isled by domes- 
tic demand. Given that expenditure per 
unit has remained largely same, it is un- 
likely that companies are ‘buying’ sales. 
Instead, consumers are providing the 
‘pull’ That should spread good cheer. Bi 
ASHISH AGGARWAL 





Mapped First). Those who don't do so 
by 31 March will not be allowed to trade. 

Sebi has appointed NSDL to handle 
this database. Sebi chairman G.N. Baj- 
pai got the idea for this surveillance sys- 
tem last year when he visited the Nas- 
daq, which has a similar system for its 
SEC-related administration processes. 
Next, individual investors will be roped 
in as well. Once the system is in place, 
intermediaries will be able to check on- 
line whether the unique IDs stated by 
clients are correct or not. Investors will 
be able to view basic information about 
an intermediary and check whether he 
is facing any disciplinary action. Only 
Sebi will have a complete dynamic ac- 
cess to this database. 

While Mapin will be a handy hy- 
giene tool for the investor and an om- 
nipotent weapon for Sebi's investiga- 
tions, just one thought strikes us: Why 
cant a similar system be used to moni- 
tor inflows from those who currently 
use the participatory note route? E 

VIKAS DHOOT 
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Great Moments at Work. 





Introducing the new Microsoft Office System. Microsoft More than what it used to be, Microsoft Office is now an 
Office System integrated system of programs, servers, services and solutions. 


Now users can do more for themselves so you can 


focus on the important things. That's because with Nmap Aiei "—— 
i ® : : Access 2003 PowerPoint® 2003 Project Server 2003 Live Meeting 
the Microsoft® Office Project Server and Project so oa aer E a o 
Professional 2003, users have visibility into all of their FrontPage® 2003 Publisher 2003 Server 2903 CSS 
J 3 : - InfoPath™ 2003 Visio” 2003 i 
projects, including integrated costs from business OneNote™ 2003 Word 2003 arvar mapon Solution Accelerators 
F ; . Outlook® 2003 
systems, risks, and project documents-all on their Iu ue 
own. Hallway chitchat will never be the same. For Enabling Technologies: 
` š : ; Windows Server™ 2003, Windows® SharePoint Services, , 
more information, go to microsoft.com/officelT gib MURORUM Sorcas 7) 


Microsoft ¿J " 
z 


(02003 Microsoft Corporation. All rights reserved. Microsoft, FrontPage, InfoPath, the Office logo, OneNote, Outlook, PowerPoint, SharePoint, Windows, Windows Office 
Server, Visio and "Your potential. Our passion.” are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries. 


Contact your nearest Microsoft reseller for more information or call 1600111100* or e-mail: connect@microsoft.com 
*Conditions apply. For complete offer details and terms and conditions log on to www.microsoft.com/india/office/promo. 
"Toll free for all metros: Ahmedabad, Bangalore, Chennai, Delhi, Hyderabad, Kolkata, Mumbai and Pune. Also, more offers 
on Windows XP Professional Upgrade. 





Institutional review board 





1. The hospital forms it. May exist on 
paper, ad hoc appointments of members 


` 2. No honorariums and monies 


3. May or may not be aware of 
the international requirements 


4. May or may not meet regularly 


B. No proactive role in 
inspection, review. No check on 
trials once permission is granted 


6. Works according to the whims 
—. of the head of the institution 











Independent review board 


1. Based on ICMR guidelines. 
Careful selection of members 


2. Fee-for-service model 


3. Members trained on GCP and 
international standards 


4. Meets regularly 


of the trial. May even stop a trial 
in between if needed 


6. An independent body where 
members would retire periodically 


ay ` 


` The changing face of ethical committees 


CLINICAL TRIALS 


- Review boards to 
smoothen trials 


LINICAL trials can often get 
controversial. So, globally, 
pharma firms and clinical re- 
search organisations (CROs) 
try to make them as non-contentious as 
possible. Independent Institutional Re- 


. view Boards (IIRB), comprising third- | 


party professionals from not just 
pharma and healthcare but also from 
fields like law and journalism, which re- 
view these trials are one way out. 

India is not lagging behind, with at 
least two IIRBs. The first, the 11-mem- 
ber Independent Ethics Committee 
(IEC), was set up in Mumbai in October 
1999 and has approved 39 clinical trials. 
Last February, a 15-member IIRB, the 

, Biomedical Ethics Committee (BEC), 
. wasset up in Delhi, and has approved 
eight clinical trials. With Phase-I clinical 
trials on foreign molecules being al- 
lowed in India recently, the review 
boards are in the limelight. 

The Indian healthcare sector regula- 
tor DCGI (Drug Controller General of 
India), like the US FDA, requires all clin- 
ical trials to be approved by an ethics 
committee (also called Institutional Re- 

. view Board). So far, these committees 
were set up by hospitals where trials 











were conducted. But such committees 
have always had doctors from the same 


| hospital. So, hospitals worldwide have 


been accused of a bias towards clinical 
trials by their own ethics committees. 

"A strong, independent and active 
ethics committee is vital for clinical trial 
activity," says Sneh Bhargava, chairper- 
son, BEC and former director of the All 
India Institute of Medical Science (AI- 
IMS). Urmila Thatte, member secretary, 
IEC, points out that doctors not affili- 
ated to institutions often do not have ac- 
cess to institutional review boards — 
and, therefore, cannot do valid research. 
The IIRBs work on a fee (ranging from 
Rs 5,000 to Rs 45,000 per drug trial) for 
service model. BEC meets every second 
Saturday and tracks ethical standards, 
studies proposals for clinical trials and 
facilitates research besides working as a 
watchdog of the clinical trials activities 
at an institution. It not only reviews a 
trial before giving permission. but also 
monitors it to ensure that things do not 
go wrong at any stage. 

The role of vibrant IIRBs is the first 
step towards the growth of clinical trial 
activity in India. = 

GINA S. KRISHNAN 
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AUTO COMPONENTS 


Vrooming to 
Europe 


IRST it was IT. Then the ac- 
F shifted to pharmaceuti- 
cals. Can auto components 
be the next big area of exports 
from India? The Rs 250-crore Gur- 
gaon-based auto interiors (seats, 
doors, trims, etc.) manufacturer 
Krishna Maruti (KML) is in the final 
stages of closing a $50-million 
deal with a European carmaker to 
export headrests. This is being 
touted as the largest single-com- 
pany, single-product export order 
from the country. The clinching 
factor? Costs, undeniably. KML will 
make the headrests at a price that 
is nearly 25-40% lower than in Eu- 
rope. The question is: can KML, 
whose group size is almost equiva- 
lent to this single order, meet the 
international standards of quality 
and delivery in the face of strin- 
gent penalty clauses? After all, 
there is a long history of requests 
for quotations (RFQs) from inter- 
national auto-makers to Indian 
auto component makers that still 
haven't seen the light of day. 
Ashok Kapoor, chairman and 
managing director, KML, however, 
strikes a confident note. As he 
points out: “We already have a 
large presence in India. Now it is 
time to make our presence felt in 
the global market.” m 
AARTI KOTHARI 
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SUITS e TROUSERS e SHIRTS è> INFORMALS FOR MEN & WOMEN 


NEW. DELHI: The Blues, Sed Brother's, Big Jos, Pall Mall Old Street, Hues, Rossini, Creations, Ritu Wear, Gujral Sons, Paul Garments, Jainsons Westend, Standard Shopmens, S.M. Stores, Follow Me, Studio Firang 
Mohanlal, Shopper's Stop, Ebony GURGAON: Lifestyle, Pantalon, Shopper's Stop FARIDABAD: Ebony AMRITSAR: Kapsons, Ebony CHANDIGARH: Kapsons, Ebony JALLANDHAR: Kapsons, Ebony LUDHIANA: Attire 
Neelams, Ebony PHAGWARA: New Era JAMMU: Land Mark SIMLA: Dewanchand Atmaram AGRA:Bachoomal Collection, Bachoomal Sons LUCKNOW: Kohli Brothers MORADABAD: Standard ALIGARH: Rajvansh 
ALLAHABAD: Madan Collection GHAZIABAD: New Vastralok NOIDA: Ritu Wear, Ebony AHEMDABAD: Jade Blue, Pantaloon SURAT: Bhagwandas, Dheeraj Sons BANGALORE: Prestige, Lifestyle, PN Rao, J Mart 
Puran's, Gupta Paridhan, CHENNAI: Gatsby, Pantaloon HYDERABAD: Stanza, Lifestyle, Meena Bazar Exclusive JAIPUR: Sanjay Stores KANPUR: Mark One, Parvati, Pantaloon KOLKATA: Stile, Sumangal, Burlington 
Essence, Pantaloon GUWAHATI: Sohum MUMBAI: Options, Lifestyle, Piramyd, Pantaloon, Shopper's Stop, Amarsons Collection, Milan, Try me PUNE: Piramyd 


BRITANNICA 


Booking 
profits 


NCYCLOPAEDIA Britannica, 
F the ubiquitous reference 
tome, is now entering class- 
rooms in India. It is foraying, via its 
Indian arm, into curriculum-based 
textbooks in Mathematics and Sci- 
ence for primary and secondary 
school children for the next acade- 
mic year (2004-05). It also plans 
to provide educational content on- 
line with the University Grants 
Commission and ERNet and pub- 
lish books in regional languages. 
Says Aalok Wadhwa, managing 
director, Encyclopaedia Britannica 
(India): “Our initial target is to sell 
5,000 sets (that’s 500,000 indi- 
vidual books) of these texts to 
schools in the first 
year. We are cur- 
rently targeting 
ICSE and CBSE 
schools.” India is 
one of the few 
countries where lo- 
cal content is be- 
ing developed. 
Jorge Cauz, presi- 
dent, Britannica 
Encyclopaedia Inc. (Worldwide) 
says: “We believe that every Indian 
student should get quality educa- 
tion content. Our reach via schools 
to students in the US and the UK is 
almost 100%.” He believes that 
the sale of curriculum-based text- 
books will usher in the next phase 
of growth for Britannica India, 
which has seen a CAGR of 35% 
since its inception five years ago. 
With nearly 65 million children 
in English medium schools in the 
country, India holds a lot of poten- 
tial for Britannica. The market for 
school textbooks is reckoned to be 
anywhere between Rs 1,800 crore 
and Rs 3,000 crore, and is only 
expected to grow. A case of the 
empire striking back? Li 
IRSHAD DAFTARI 





Mopping up 
. private equity 


HE eclectic 
mix of wall 
paint 
lavender, 
maroon, green and 
cream — at IDFC Asset 
Management's brand 
new office in uptown 
Mumbai is quite in 
sync with the invest- 
ment objectives of its 
$200 million (Rs 1,000 
crore) India Develop- 
ment Fund (IDF). It 


covers the entire 
gamut from plain 
vanilla road and power 


projects to entertainment centres and 
research labs for biotech firms. The fund 
has carved out an interesting sectoral 
definition within infrastructure. 

Fresh from a year-long fund-raising 
exercise, the AMC's five-member in- 
vestment team is ready to hit the deal 
market. It currently has three deals on 
the table at the due diligence stage. 
There are two independent power pro- 
jects and a Rs 1,000-crore container traf- 


fic handling port project. The fund will | 


be the lead equity investor in these pro- 
jects and will pick up anywhere be- 
tween 10% and 49% stake in each. 

For managing director and CEO Luis 
Miranda and executive director Darius 
Pandole, getting deals offthe ground are 
not as imperative as closing the right 


ones. Says Pandole: "Since January last | 


year, domestic financial institutions 
have pumped $350 million (Rs 1,750 
crore) into private equity. Of this, $200 
million came to IDF and the balance 
went to ICICTS India Advantage Fund. 
The larger implication is that banks and 
FIs are looking at private equity as an al- 
ternative asset class. A lot, thus, hinges 
on the track record of these two funds." 
Infrastructure will dominate the first 
few deals, but it plans on becoming 
more innovative soon. Technology re- 


BUSINESSWORLD 20 8 DECEMBER 2003 


15 Wem 


Pa Tr EE 
1L 





Miranda (left) and Pandole: closing deals is important 


lated infrastructure — call centres to 
software technology parks — is a sub- 
category the fund is looking to invest in. 
It would also look to finance private sec- 
tor initiatives in urban waste manage- 
ment and water supply projects. 

Would an infrastructure deal be any 
different from the usual private equity 
investment? Yes and no, says Pandole: 
“The rules of investing are the same, but 
in an infrastructure investment finan- 
cial closure takes more time.” The risks 
are much higher than typical private eq- 
uity investments, which focus on ma- 
ture companies. Traditional infrastruc- 
ture, by its very nature, implies 
big-ticket project costs. The major com- 
ponent is debt. “Unless both are tied up, 
the project won't get off the ground. So, 
we would have to ensure that all the 
other components are in place, before 
going in as equity investors,” he says. 

The primary investors in IDF are 
State Bank of India, Life Insurance Cor- 
poration, Union Bank, Bank of Baroda 
and General Insurance Corporation, 
apart from the Infrastructure Develop- 
ment Finance Corporation itself. So far, 
while debt has been easily available, pri- 
vate sector promoters have had a 
tougher time roping in equity capital. Bi 

SNIGDHA SENGUPTA 
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3 5 | Whether it's your daughter's marriage or your child's education, a mutual fund manager can offer 
i Í | various investment plans that help you meet your objectives, Should money go into the high-risk 
| | | high-gain stock market? Or into low-risk low-gain debt instruments like government bonds! 
Ñ ? | Once you've entrusted your money with the mutual fund manager, rest assured, his expertise 
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will help you go a long way. For more details, contact your nearest Mutual Fund office today. 





SBIMF investor Service Centres: Ahmedabad: (079) 550 7442 Bangalore: (O80) 227 2284 / 212 2507 / 212 3784, Bhilai: (07 m 
Bhubaneshwar: (0674) 240 2401, Chandigarh: (0172) 709 728 / 711 869, e (044) 2829 3384 / 85, Coimbatore: (04 

2475, Guwahati: (0361) 252 1993, Hyderabad: (040) 247 56241, Indore: (07311 541 141 / 245 944 Jaipur: (0141) 256 73: 
5668 / 228 3884, Ludhiana: (0161) 244 9849, Mangalore: (0824) 445 892, Mumbai: (022) 2265 8302 / 03. New Delhi: (Gi D 
1524, Ranchi: (0651) 231 5212, Siliguri: (0353) 253 7065, Vadodara: (0265) 222 5628 / 29, Vijaywada: (0866) 257 
Gurgaon: (0124) 508 3769, Kanpur: (0) 98392 26114, Kota: (0) 98290 67358, Moradabad: (0) 9415) 78228, Raipur: (0) 


Lucknow: 
Pune: ( 
vice Desks: Aner 
53 6372 7 (0) 9826! 45400. Vishakhapatnam: (Oi 
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Asset Management Company: SBI Funds Management Pvt. Ltd. Principal Trustee: State Bank of India. Risk Factors: Mutual ? 
Investments are subject to market risks and there is no assurance or PN that the Fund's objectives will be ach: 

in securities, the NAV of the units issued under the scheme can go up or down depending on me risk fat 

markets. Past performance of the sponsor/ AMC /Mutual Fund does not guarantee the future performance of t 
Bank of India, the sponsor, is not responsible or liable for any loss resulting from the operation of the vam Devoi 


by it of an amount of Rs. 5 lacs towards setting up of the Mutual Fund. Please read the offer documents of the schemes carefully before i invest 
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QUINTILES 





heer aney 


T’S a niche $150 million-200 mil- 
lion market that combines clinical 
trials and business process out- 





sourcing (BPO). Quintiles, a $1.5- | 


billion clinical research outfit which 
started drug trials in India in the late- 
1990s, has moved its sole electrocardio- 
gram (ECG) reading centre from Lon- 
don to Mumbai. So, ECGs of patients 
taking experimental drugs all over the 
world are now read in India. ECGs mea- 
sure the heart's functioning and help 
monitor a new drug for side-effects. 
The centre now employs 75 people 
(up from 30 in 2002), including doctors 
and cardiologists who work either full- 
time or part-time. The ECGs are digitally 
transmitted to India from Quintiles’ var- 
ious trial sites around the world and 


` stored in a server in the Mumbai office. 
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AND NOW IT'S PACKAGED 


AS KPO 


none of these. 
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Doctors measure and analyse : 


ORK at night. High attrition. 
Handling calls. Workforce 
comprising mainly fresh graduates. 
That's the usual business process 
outsourcing (BPO) story. But, ask 

MarketRx India, the six-month-old 
Gurgaon-based BPO company and it insists that it does 


| A subsidiary of MarketRx US (a four-year-old company 
| partly funded by WestBridge Capital), this BPO didn't start 
|! with plain vanilla call centres or data entry services. For 
starters, it prefers to call itself a Knowledge Process 

| Outsourcing (KPO) company-offering services that are at 

| the top end of the BPO spectrum. Its 35-member India 
team — of which 20 are from the IITs and IIMs with two to 
15 years of experience — take historical data from 
pharmaceutical companies and doctors and create a 
promotion response model for clients. 

Companies like GlaxoSmithKline, Bristol Myers, Eli Lily 
| and Johnson & Johnson, among its 15 clients, each have 
! about 3,000 to 10,000 sales representatives interacting 
| with doctors in the US. The fully loaded cost of a visitof — 
a sales representative to a doctor is $150. MarketRx | 





the ECGs and reports are transmitted 
back. All quality controls are in place. A 
senior cardiologist checks random sam- 
ples and trains the staff. 

The advantage is that clinical trial 
activity here is at least 3096 cheaper than 
in the West, Also, each day lost in the tri- 
als process means millions of dollars 
down the drain for pharma companies 
who sponsor the trials. India provides 
the opportunity to recruit faster and re- 
tain better. "This is a manpower-inten- 
sive task. You need a 24-hour cardiolo- 
gist cover," says Jogin Desai, head of 
Quintiles ECG operations. 

The timing couldnt have been bet- 


i 


ter. Of late, drug regulators in key mar- | 
kets like the US and Europe have been | 


stressing the need to strictly monitor ef- 


ber of high-profile drugs like anti-ulcer- 
ant cisapride, and allergy drug astemi- 
zole had to be withdrawn post-market- 
ing for their cardiovascular side-effects. 
Regulators also prefer ECG readings to 
be centralised. This avoids variations in 
the way ECGs are interpreted by doctors 
in different centres. This has resulted in 
larger volumes of work. The Mumbai 
centre that was reading 30,000 ECGs a 
yearis now doing 110,000. Quintiles also 
encourages its staff to do clinical prac- 
tice on the side as it keeps them on the 
cutting edge of medicine. Desai says 
that doctors are invited to talk at inter- 
national symposia organised by the 
likes of the US FDA on how best to read 
ECGs during clinical trials. It's early days 


| yet, but chances are that more firms 


fects of every unproven, new drug on | 
the heart. During the last decade a num- ` 


particular drug. 


and Australia. 
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helps sales representatives save costs by providing a call 
plan that identifies doctors who will be interested in a 


MarketRx analyses historical data (at least two years 
old) on doctors, drugs they prescribed and market data on 
new drug launches. It buys this data from companies like 
_ IMS (a $1.4-billion pharmaceutical data provider) and 
| then produces a a call plan (the doctor to be contacted, 
number of times he has to be contacted and when) which 
companies can give to their sales teams. 

Other services that MarketRx offers includes market 
research and new drug promotion tracking. In the US, 
such services are provided by ZS Associates, NDC Health, 
HPR (Health Products Research). 

The sales and marketing spends of pharma companies 
are about 3096 of the total industry (total pharma industry 
is $500 billion, so that is about $150 billion). Of this the 
informatics spend, the services that companies like 
MarketRx offer, is 3-596 ($4.5 billion-7.5 billion). MarkétRx 
India plans to expand its team to 150 over the next 12 
months and also tap pharma companies in Europe, Japan 


Soon medical sales reps around the world might have 
| their call prescriptions chalked out of India. 
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might shift these services to India. 8 
GAURI KAMATH 
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Some time ago, I would have 
said the Riviera was a river in 
France. But that was before 

I did a two year project for a 
French client. I've learnt a lot 
at Xansa. After all, it's an 

800 million dollar transnational 
company with over 6,000 
employees from different 
nationalities. There are 
employee exchange 
programmes and so many 
opportunities for international 


projects that broadening your 





horizons is inevitable. 

I think that's what makes 

us exceptional. 

We got the SEI-CMM level 5 in 
the first attempt, we are the 
first company in India to get 
the BS7799 certification for 
information security, and 
we've just won our fourth 
consecutive Partner of 
Excellence Award from SAP UK. 
But what I like best about 
Xansa is that you never know 


what you'll learn next. 


dade is » intorna pean die and IT services company. 


For more on career opportunities, write to us at noida.rec@xansa.com 
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OUDSPEAKERS blaring near 
Mumbai's Churchgate station 





Mela’. Their boast that insur- 
ance firms, mutual funds and banks are 
participating tempt me to look in. After 


all with the Sensex riding high, investing | 
in the market would add some variation | 


to my stubbornly stuck salary, I thought. 

First up, a series of laminated 
posters spelling out taxation rules, the 
market structure and investing maxims 
greeted me — some were informative, 





INVESTOR EDUCATION 


.1—  whileothers plain confusing. 


-— p Next stop was the In- 
vestors Grievances Forum | 
(IGF). Essar Oil had failed to | 
. deposits. Financial 'advisory' firms — 


redeem my debentures as 
promised. Venting my frustra- 
tion at the counter, I joined 


plainants in the three days of 
the mela. 
At the IGF counter, a newsletter in- 


| forms me that the first ever E-3 (Educa- 
beckoned me to the ‘Investors | 


tion, Empowerment and Enrichment) 
mela would connect me to '32 experts, 
110 stalls, eight seminars’. But one short 
stroll and my expectations were tem- 


. Caveat investor 


swers to my investment-related ques- 


| tions. But UCO Bank, HDFC Bank and 





Canara Bank were only handing out 
publicity material for loans and fixed 


Enam, Karvy, Allianz Securities, JM 


| Morgan Stanley — had no answers ei- 


the ranks of the 1,200 com- | 





pered. There were no more than 49 | 
participants. And the experts were | 


nowhere to be seen, unless they were all 
at the C. K. Naidu Hall, where five (and 
not eight) seminars had been held dur- 
ing office hours. 

Nevertheless, I still hoped to get an- 


ther. All I could do was leave my contact 
details. At ICICTS stall, though, a persua- 
sive salesman assured me of returns 
over 10%. “Doesn't the government pro- 
hibit you from guaranteeing returns?" I 
asked. Undaunted, he urged me to "go 
for the Aggressive Plan”, boasting about 
ICICT' track record. The posters I'd seen 
— ‘past performance is no guarantee of 
future returns' — echoed. Who should I 
trust? I finally left the mela with a fore- 
boding of days filled with calls from the 
stalls I had visited. And I am no wiser on 
how to choose an investment, nor edu- 
cated, empowered or enriched! wi 

ANUJA BYOTRA 


-offbeat Rx: the prescription wardrobe— — — 


UNSHADES to cure migraines, socks that relieve 
S acidity, pillowcovers for spondylitis, T-shirts for high 

blood pressure, shorts that cure prostate, piles and 
urinary system problems, bed sheets for paralytic strokes 
and special bras to prevent breast cancer. New-age reme- 
dies or just absurd healing kits? Conybio Healthcare India, a 


Chennai-based health- 
care firm, has been mar- 
keting these products for 
some years now. Its prod- 
ucts have a huge fan fol- 
lowing, especially in Ker- 
ala and Tamil Nadu. The 
products are advertised 
through pamphlets and 
posters. Apparently, there 
are some metals embed- 
ded in the garments 
which emit infra red rays 


that can cure. Š 

But now these claims š 
have come under = 
scrutiny. In April, Con- Š 
sumer Education and Re- š 
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Cures migraine 


Cures 
spondylitis 


Reduces 
high BP 


Relieves 


Cures paralysis 
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Cures prostate cancer/piles 


search Society (CERS), a consumer protection group based 
in Ahmedabad, filed a complaint with the Commissioner of 
the Food and Drug Control Administration of the state. The 
Commissioner's office seized goods lying with stockists un- 
der the provisions of the Drug and Magic Remedies (objec- 
tionable advertisement) Act. Conybio has been banned 


from advertising and mar- 
keting its products in Gu- 
jarat till it can prove its 
claims. Other states are 
getting into the act too. 
Meanwhile, Conybio 
admits that it never scien- 
tifically studied the effect 
of these products, nor did 
it get a validation from an 
institute before marketing 
its remedies. Next month 
it will appear before the 
Commissioner to try and 
prove its claims. Hang on 
to your good old cotton 
socks till then! B 
SUPRIYA KURANE 











The lion's always been behind your money. 











P> niranjan rajadhyaksha ` 





You can email Niranjan 
Rajadhyaksha at 
niranjan_r@hotmail.com 


Despite 
its warts, 
a global 
econo- 
mic 
system is 
more 
likely to 
help the 
world's 
poor 
than one 
with 
trade 
barriers 

















Globalisation, 
then and now 


N the midst of a student debate in Cam- | forabigger chunk ofthe total global trade. For 
bridge more than a hundred years ago, | 





John Maynard Keynes had declared with 
characteristic flair: ^I hate all priests and 


protectionists." I don't know whether his | 
views on priests changed subsequently, buthis | 


views of protectionism did change in a most 


dramatic manner. Free trade and the gold stan- | 


dard collapsed after World War I, and countries 
across the world tried to keep recession at bay 
by building high tariff walls. And Keynes some- 


| times defended these high tariffs in the 1930s. __ 
It's a sobering lesson for those who blindly 


believe that globalisation will be here to stay 
forever. The passions of protectionism can de- 
stroy free trade, and even an economist of the 
stature of Keynes can sometimes end up justi- 


any more resilient than the globalisation of a 
hundred years ago? This is not just an academic 
question. Look at the recent trade war between 
the US and Europe over steel. Or consider the 
face-off between the US and China over tex- 
tiles. Coming as they do after the collapse of the 
World Trade Organization meet at Cancün ear- 
lier this year, it's worth asking whether these are 
the first cracks in the global economic system 
that has helped pull so many million people 
out of poverty, especially in India and China. 

To answer these questions, it would be use- 


ful to see what the difference between the two | 


great eras of globalisation — at the end of the 
19th and 20th centuries — actually is. New York 
Times foreign correspondent Thomas Fried- 


man, in his book on globalisation called The | 


Lexusand the Olive Tree, describes the years be- 


tween the 1920s and the 1990s as merely a gap | 


between two great waves of globalisation. 
How do these two waves differ from each 
other? In a recent article published in the Eco- 


, nomic and Political Weekly, Baldev Raj Nayar 
_ shows that they differ in four ways. One, trade 


accounts for a larger proportion of global GDP 


| today — 17.2% in 1998 compared to 7.9% in 


1913. Two, manufactured goods today account 

















the developing countries, the share of manu- 
factured exports has climbed from 18.5% in 
1970 to 6076 in 1999. Three, foreign direct in- 
vestment (FDI) is more important today and, 
hence, production has been truly globalised. 
The world FDI stock as a proportion of global 
output has shot up from 6% in 1913 to 17.3% in 
1985. Four, speculative foreign exchange trad- 
ing, that is, buying and selling of currencies un- 
related to trade has risen hugely. 

The only significant way that globalisation 
in our age differs from that ofthe previous era is 
because of the fact that labour mobility is far 
more cramped. But while labour cannot move 
across national borders with the same ease as 


| capital, there is enough evidence that labour 
fying high tariff walls. Is today's globalisation | 


mobility is still important — as a source of 
workers for the rich countries and as a source of 
remittances for the poor nations. 

All this data helps blow away a view that is 
often mentioned in articles and seminars — 
that Globalisation II does not quite match up to 
Globalisation I. The original was better than the 
sequel. That's not true, and the reasons are not 
hard to understand. Both the great waves of 
globalisation were powered by the dramatic fall 
in transaction costs. It was the steamship and 
railway engine in the 19th century that made it 
worthwhile for England to buy meat and min- 
erals from its colonies. Similarly, the fall in 
telecommunication costs in recent years has 
made it worthwhile for GE to set up its call cen- 
tre in Gurgaon. Cheaper input costs — be they 
of meat or men — are of no economic signifi- 
cance if transaction costs are very high. 

It seems that the globalisation that we see 
around us today is more intense than the older 
variant. Hence, it will be that much more diffi- 
cult to dismantle, which is a good thing be- 
cause, despite its obvious warts, a global eco- 
nomic system is more likely to help the world's 


| poor than one with suffocating walls. So 


though there is protectionism in the air, there is 
unlikely to be much ofit on the ground. Hë 
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The lion has meant trust, integrity and wealth to 
you since it first appeared on Indian currency. Call it 
coincidence or good fortune, but it now reappears, 
with the same spirit, in a new avatar - ING Vysya. 


Its face reflects 150 years of international 
financial expertise of ING, the world's fourth largest 
integrated financial services group”. Coupled with 
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the heritage of the 70 year old Vysya Bank, India's 
premier private sector bank, known for its warmth 
and customer-friendly solutions. 


Looking for a banking partner, a mutual fund 
manager or a life insurance planner? Turn to one 
global expert, one face. Just like you always 
have. The lions. 


Vysya 


The new face of money 


BANKING LITE 


*Source : Fortune Global 500, July 2003 


Reach the Lion Call free 1-600-44 5433 SMS LION to 3636 e-mail lion@ingvysyaindia.com 
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.But are marketers ready, 
asks Rama Bijapurkar 


ONSUMER India has always been pretty tricky to 
double guess. Just when we believed that con- 
sumer spending was firmly on a high growth tra- 
jectory — based on the wonder years of 1993-98 
— it spluttered and slowed to a crawl. For the next 
few years, marketers tried everything they knew to 
speed it up again. They dropped prices while im- 
proving product and service quality. “Buy-one-get-one-free’, 
they offered. But that only helped them get volume growth at 
the expense of operating margins. The fast-moving consumer 
goods (FMCG) sector had a terrible time with some product 
categories actually shrinking in size, while consumer durable 
manufacturers struggled to reconcile capacity with demand. 
Sure, there was a fast growing yet minuscule population of the 





very rich, which continued to lap up everything from plasma | 


TVs to Mercedes cars — but that was cold comfort for the ma- 
jority ofthe marketers. 

After much agonising, marketers came to the conclusion 
that the five-year boom of 1993-98 
was a one-time star burst, unlikely 
to be repeated in the near future. 
The growth spurt of those years 
was attributed to a confluence of 
events — release of pent-up de- 
mand of the rich who always had 
money but nothing much to buy 
before this; a television boom that 
fuelled aspirations; a distribution 
boom that brought products and 
services within easier reach; the 
discovery of the sachet strategy 
that made everything affordable 
to more people; and, finally, a string of good monsoons. 

They also shelved the idea ofthe huge homogeneous mass 
market made up by the great Indian middle class, which 
would be a tireless engine of growth. And, having come to 
terms with the new reality of the market, exhausted marketers 
worked hard on tactical actions to stimulate growth even 
while turning their gaze inwards, focussing on operational 
performance improvement and financial restructuring to 
keep the bottomline growing. 

Meanwhile, a lot of little changes were taking place in the 
market. Each change, when viewed in isolation, could easily 
be rejected as not being particularly significant. But over time, 





and taken together, they have provided a critical mass of | 


change. And created a deep and distinctive consumer market. 

Itis a market whose potential and desire to consume has 
perhaps moved ahead of the marketer's mental model of it. It 
continues to be a multi-tiered market, with the bicycle and the 
business class co-existing. It continues to require a portfolio of : 


price/performance points. But it is a market that is now uni- | 


i 


fied by certain common demographic characteristics and 
consumption desires. And which has enough mass to act as. 
the springboard for the next stage of the consumption cycle. 
The question is: are there enough relevant products and ser- 
vices available to take advantage of this? In short, it does ap- 
pear that the Great Indian Consuming Class has arrived, and is 
waiting to be served. 

Before we get into what this new class looks like, a quick 
look at some of the important changes that have taken place: 

Income growth: Between 1996-97 and 2000-01, per capita 
income on an aggregate basis grew by a compounded annual 
rate of 3.2%. But high-income households grew much, much. 
faster — by about 20% year after year — between 1995-96 and. 
1998-99, according to the National Council for Applied Ego- 
nomic Research (NCAER). Upper-middle-income house- 


holds grew by 10% on a compounded annual growth basis. — 
during that period. In urban India, the trend is even morë poso 


nounced (See ‘Upper Classes On The Fast Track’). 
Affordability growth: Suppiy- 
side changes also shape a markets 
buying power, and there have been 
a host of them — falling interest 
rates, easier consumer credit, in- 


products and services at every 
price point... 

| The liberalisation children 
> grow up: The post-liberalisation 
| generation is coming of age. This 


year-olds in India, and six out of 10 
households have a liberalisation 
child. This is a generation which has grown up with no guilt 
about consumption. 

The morphing of rural India beyond agriculture: Rural 
India has reduced its dependence on agriculture. A little less 
than half of rural GDP is from non-agricultural activities. This 
is creating a different kind of rural market. NCAER occupation 
data shows a decline in cultivators and there is enough evi- 
dence of dual-sector households. Add to this the exposure lev- 
els of the top end of rural society through television, and the 
rural market is becoming closer in its mindset to the urban 
market. This is already happening in the more developed 
higher-income states. 

The rise of the self-employed: Rural India has always been 
largely self-employed. But now the proportion of the self-eni- 
ployed in urban India has risen to 40% plus, replacing the € em 
ployed salary earner as the new mainstream market. A Hansa 
Research Group (HRG) study shows that even in the 'creamy 
layer, comprising the top two social classes in towns of 10 lakh 
plus population in urban India, 40% of chief wage earners of 
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crease in variety and quality of 


| year there are a 100 million, 17-21 c 















x —Ç the proportion of Resigned has definitely decreased and be- 


D N “Therise of the women’: Like the self-employed, women too 


: mere 23% of Indian households have working wives and that 









households are shopowners, petty traders, busi- 
nessmen and self-employed professionals. 
Unlike the salary earner, the self-employed 


are also fast adopters of any productivity tools, 

w like cellphones and two-wheelers, that can help 
them earn more. 

Environmental changes drive aspiration: Better con- 


B nectivity and communication, and the literacy leap, are to- 


gether increasing the aspiration of the Indian consumers at 
every level. The reason why these changes drive aspiration is 


— —Ñ lucidly explained by the well-known anthropologist, Arjun 
E Appadurai, of Yale University: "Imagination is not about indi- | 
E vidualescape.[tisa collective social activity. Informational re- 


sources are needed for people to even imagine a possible life, 
weave a story and a script around themselves, and place prod- 
ucts in emerging sequences. Imagiriation may not always lead 


B toaction, butitisa prelude to action." 


Consumer India now has enough informational resources 


E toconcretely imagine a better life. 


Plurality of income, singular mindset: When marketers 


| D were waiting for the Great Indian Middle Class boom, its key 


trigger was expected to be a significant number of households 


B aboveacertain level ofincome, which would become the crit- 
B ical mass of consumption. But what is being increasingly ap- 


parent now is that what unifies Consumer India and gives it 
the consumption push is not so much its income level, but its 


B key characteristics, And these are: 
E E Striving: Most Indian consumers, whether rich or poor, 





want to get ahead in a hurry. From being destiny-driven and 


— resigned, they are now destination-driven and striving to 


grasp opportunities to earn more in order to construct a better 
life for themselves and their children. If one were to segment 
the country into the Arriving, the Striving and the Resigned, 


come geographically concentrated, rather than well-dis- 
| persed, asit was earlier. 

| W “can”: The rise of the self-employed and the service econ- 
omy requiring less capital and more sweat has changed the 
mindset ofthe Indian consumers from one of demanding so- 
cial justice to one of grabbing economic opportunity. 





are saying "I can and I will," and emerging as partners in fam- 
ily progress. Not so much from earning the second income (a 


—.. Source: IRS 2002/HRG analysis 


use products much more to signal success and | 











% of urban | Approx. | Approx. | Approx. Approx. | Approx. 
population | top 10% | next 10% | next 2096 | next 25% ‘bottom 33% 
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Washing - 
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proportion decreases as incomes increase) but by being CEOs 
of households and intellectual nurturers of their children. 
B Education- and health-driven: Indian consumers are ob- 
sessed with giving their children the education and skills that 
will provide the escape velocity to move to a higher station in 
life — and they have seen enough evidence of this to know it is 
possible. Health is the other magnificent obsession — proba- 
bly because ill health adversely impacts earning ability. (In 
fact, the less affluent are more concerned about staying 
healthy than the more affluent.) A study conducted by HRG in 
2003 for the Media Research Users Council (MRUC) among 
2,000 households in Mumbai shows interesting differences in 
household expenditure between the top social class (SEC A) 
and the lowest social classes (SEC D/E). Education and cloth- 
ing attract the same proportion of expenditure in both the in- 
come groups, but the poor probably spend a bit more (pro- 
portionately) on medical expenses than the rich. (This could 
indicate a big time bottom-of-the-pyramid opportunity for 
nutrition and health building in the preventive rather than the 
curative area.) 
B Pragmatism in consumption and preference for ‘real value’ 
products and services: In the past, marketers assumed that 
progress and evolution of a market meant adoption of ‘feel 
good' products, susceptibility to razzle-dazzle branding, a 
Westernised self-image and identity, and bountiful days for 
FMCG categories. But the latest trends show that consumers 
are going more for real, ‘life quality’ improvement products 
and services. Consumer India wants a visibly better quality of 
life for themselves and their children, described in terms of 
durables that make life better; education, healthcare; trans- 
portation and communication. (NSS data shows that these 
are the three big growth areas in consumption expenditure.) 
Other priorities seem to be owning decent homes, better 
clothes (not necessarily better brands) and the like. Status is 
signalled through the things that are visible to others. 

They are not beguiled by brands that are low on function- 
ality and high on image. Pragmatism and functionality is the 
hallmark of their consumption expenditure. And the thresh- 
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old of their expectations of how this functionality is delivered 
is high: low-priced motorcycles must look like motorcycles 
and deliver enough power. Basic cellphones must be small, 
even if they aren't feature-rich. And low-priced garments and 
footwear cannot get away with antiquated styles. 

B Entertainment: Entertainment is becoming big. The coun- 
try has traditionally been starved of family entertainment, 
with the only options being watching television or going to 
places of religious worship. But family entertainment is be- 
coming a big issue for consumers as they try to find avenues of 
bonding in an era of nuclear families. 

E Comfort with borrowing to fund future consumption: Being 






in debt used to be an area of high discomfort for everybody, | 


but the very poor, who had no other 
choice but to borrow for survival. Now, 
however the concept of EMI 
(equalised monthly installment) is le- 
gitimising borrowing in other groups 
too, especially to fund future con- 
sumption. EMI provides a certain dis- 
cipline with predictable and planned 
outflows, and that is probably making 
indebtedness more acceptable. 

ll Comfort with consumption: Econo- 
mists talk about the wealth effect — 
wherein it takes time before consump- 
tion decreases in response to decreas- 
ing income. Equally, it takes a while for 
comfort with consumption to happen, 
and consumption typically lags in- 
come increases. One reason for this 
could be that the country has cele- 
brated abstemiousness forsolong that 
it takes a supply explosion to spark de- 
sire, and then translate that desire into 
actual consumption. However, that 
has now happened. 

ll Comfort with technology: Infotech 
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awareness, whether it is infotech power (what a computer can 
do to solve problems or improve life) or infotech-driven em- 
ployment opportunities, has sunk in to the lowest social 
classes and to much of the rural population. It has happened 
through the demonstration effect of model projects of the 
NGO (non-government organisation) kind. And it has hap- 
pened by watching the rich use it and prosper. It has aiso hap- 
pened because of the mushrooming of call centres and other 
computer-related services offering employment. As these are 
located in geographical clusters they get noticed and talked 
about. Cyber grandmas from upper-middle and upper 
classes, who have become email literate to communicate with. 
their scattered flock, is one example of this new comfort. 


Enough Of A Consumption Base Now Exists To Create A 
Springboard For More Consumption 


Current levels of penetration influence the pace of future pen- 
etration. Penetration increases are not linear, instead they ac- 
celerate as base penetration increases till a point where satu- 
ration sets in. If only one out of 20 households in a given 
affluence grade have a washing machine or a two-wheeler, 
adoption will be slow. But when one out of every 10 has it, it 
becomes something that gets on the radar screen of aspiration 





for the rest. And when it gets to one in five families, it serves to. B 
rapidly penetrate the remaining households becauseitnow ^. 


becomes a ‘must have now’ product for them. 

For consumer durables, the top (in terms of affluence 
grades) 40 million households in India — 24 million in urban 
India and 17 million in rural India — based on their penetra- 
tion levels would constitute the core consuming class. The 
magic number of 200 million consumers (assuming five 
members to a household) has arrived at last! (See Consumer 
Durables Reaching Saturation.) 


Within rural India, there are two different grades of overall. . T 


affluence, which we can call the devel- 
oped and the developing states. The 
developed states comprise Punjab, 
Haryana, Gujarat, Maharashtra, Kar- 
nataka and Kerala. They account for 
about one-third of the rural popula- 
tion and have shown higher penetra- 
tion in most categories (See 'Tale Of 
Two Rurals’). 

The increase in penetration levels 
between 1997 and 2002 have been very 
impressive. 'Reaching Far And Wide 
compares the two and shows the speed 
with which penetration increases are 
happening in Consumer India across 
income groups, although, obviously, 
differently for different products. 

For FMCG, penetration is certainly 
not an issue. NCAER data shows that 
for 1998-99, for a basket of 22 FMCG 
products it tracks, a total of over 
Rs 91,500 crore was spent. Of this, 3796 
was spent by the two lowest-income 
groups in rural India, and only about 
2096 by the top two income groups in 
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urban areas. This is, perhaps, the best and only statement of - 


| thestructure and potential ofthe Indian market. 


| Changing Shapes Of Income Distribution Will Create A New 
Consumption Push By 2006-07 


i 


8.1 





likely to be the typical arithmetic. The tale goes like this. 


_ NCAERestimates the number of households to increase by 8.6 


. million in the high-income group and 7.3 million in the up- 


| per-middle-income group, while the middle-income number 


| grows by 4.3 million and the bottom two income groups will 
Why does the changing shape of income distribution heralda _ 


| change in consumption behaviour? A traditional bottom- - 


heavy triangle with most people in the lower income group | 
and a few in the top indicates that the centre of gravity of mar- | 
ket consumption and of the reference group, which defines | 
B aspirations, is very low. As the shape of income distribution - 
B starts bulging in the centre, both the centre of gravity of whatis - 


ES should be, shifts. 


B consumed, and of who the ‘majority’ that defines aspirations | 


decrease by about 2.3 million and 7.5 million, respectively. 
(The total number of urban households is set to increase from 
49.1 million to 60 million.) À 1096 increase in the top income 
group penetration, a 1596 increase in the second income 
group, and a 10% increase in the third income group could 
give incremental volumes of 7.5 million in the highest income 
group, 5 million in the next income group and a mere 2.7 mil- 
lion in the third income group. The urban market is indeed on 


| the periphery ofa huge consumption push. 


NCAER income distribution data of what has happened so | 
far and their modelling of the future of income distribution is ` 


inflation-indexed income and reliably shows shifts in shape. 


Rural India will have two points of significant household 
increases — 4.6 million high-income households and 13 mil- 


invaluable. It is the only ‘single source’ data that also looks at x lion middle-income households will be added by 2006-07 (to- 


' tal number of rural households will increase from 122.8 mil- 


The projected shape of urban India in 2006-07 (See 'Getting | 
Top Heavy’) shows that the centre of gravity will be the upper- | 


| middle-income group and that there will be a large consump- 


B. tion push. Taken as an aggregate, the projected shape ofin- | 
E come distribution in 2006-07 suggests that the centre of ` 
gravity of consumption and aspiration rests with those who ` 
| urban areas, is that it would increase to 60%, 30% and just 


| have justescaped poverty. 


| To understand the full impact of the urban change, itis | 
| necessary to compute the arithmetic of increase or decrease | 
in each income group as well as the increase (or decrease) in | 
penetration in each group. Only when viewed together do we | 


@ get the full picture. In some categories, depending on supplier | 
B strategies and starkly lowering price-performance points, the | 
results could be counter-intuitive. However, for the rest, thisis ` 


lion to 139 million). Let me present a sampler of the same 
typical arithmetic for a well-penetrated category, which has 
4596 penetration in the high-income group, 2596 penetration 
in the upper-middle-income group, and 10% penetration in 
the middle-income group. By 2006-07, a reasonable estimate 
given the current penetration base and past patterns from 


13%. Therefore, the incremental volumes would be 3.3 million 
from the upper-income group, and 2.3 million from the mid- 
dle-income one. 

Given the increasing urban exposure of rural India, the ur- 
ban and the rural upper-income groups can form an interest- 
ing continuum market, giving it a scale of 23 million house- 
holds, or 115 million population. In 2006-07, the consuming 
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class, as we defined it earlier, would be about 60 
million households, or 300 million consumers. 

However, a state-wise look at rural income 
shapes, show a totally different pattern (See'Shape $ 
of Rural Income Distribution’). It shows that in ` 
states that account for about half the rural GDP of 
the country (as defined by the Crisil Centre for Eco- 
nomic Research Analysis), the centre of gravity of 
consumption and aspiration has already moved towards the | 
middle/upper-middle-income classes, again suggesting that | 
there is another inflection point of consumption that is about | 
to happen. And that perhaps these states are far more ready | 
for sophisticated consumption than we imagine them to be. 


Implications For Marketers | 


I have said in the beginning that there is a new Consumer In- 
dia waiting to be served with relevant products and services. 
Let us now look at some implications for marketers. 

Required: Mature market strategies. Two-wheelers have 
penetrated about 12% of all households. By this metric, it is 
clearly an underdeveloped market that should grow from 
first-time buyers and should not be lapping up (or even ac- 
cepting) higher-level features. Yet half the sales in a year are 
from repeat buyers and half from first-time buyers, and about 
half from small markets (with populations below 1 lakh). In 
many categories, consumers exhibit ‘plus one level up’ behav- 
iour — whatever you think they should be buying given their 
affluence and the state of market development, they buy one 
level better than that. Outdated tech, Jow performance and 
plainlooks are rejected, no matter how attractively priced. The 
answer to this puzzle is in the differential levels of penetration. 
Urban penetration is about 24%. But in the top 30 million 
households by affluence, penetration is 5296. And the trend of 
two-wheelers giving way to cars in this top urban affluence 
grade is expected to be picked up by the second affluence 
grade as prices of small cars drop further. 

In the case of refrigerators, the overall penetration is 
10.4%, suggesting an underdeveloped market. But one out of 
every two ofthe top 30 million households have one. : 

Therefore, while many companies are focussing on bot- | 
tom-of-the-pyramid strategíes to increase penetration and | 
drive future growth, the current market, where much of the | 
value today resides, needs to 
be viewed with a new pair 
of lenses. | 

Maturing supply shifts 
the basis of competition 
and, hence, drivers of brand 


choice. Improved supply, Uppe 

« middle 
performance, features and T 
quality' parity of all major Middle 
brands and the near price = 
parity between them shifts hne) 
the basis of competition to ss — 
the augmented product Lower | 


from the basic product. Add- 
on services (like removing 
pain points, and not piped 
music in showrooms), and 


^. .Rural 












2006-07 


buying experience will be the driver of brand choice. 
Can the air-conditioner be fixed without the usual 
hassle of chipped paint, five different contractors, 
broken walls et al in just a day? Does your cellphone 
company view vour bills online when you call them 
so that it can advise you on what is the best tariff plan? 
Can the family be given 12 lessons at home after the 
personal computer arrives? These will be the issues - 
based on which choices will be made. l 

Changing markets need new bases of segmentation. As — 
the market matures, and is subjected to multiple changes at ..- 
the macro level and in related categories, segmentation has to 
go beyond the product-centric paradigm. Instead of looking — : 
at ‘premium, popular, discount’ price-performance bands, it ` 
is time to look at consumer groups, how they view the market 
and what drives their choices. The question to ask of research 
is not ‘how is the market segmented?’ (the answer to thatis > 
that it is segmented the way marketers have segmented itso 
far), but what is the new way in which to cut itup so customers 
can be served better? Take refrigerators. The context in which 
the category exists has changed. There's more eating out, o 
more phone call deliveries of food and groceries; women are © © 
changing and reorganising their time and their household © 
chores.... Clearly, there are segments beyond the modern. ` 
mum and the good health-conscious housewife, which need d 
to be identified (again on a functional usage and attitude basis — 
rather than on whether she wears her hair short or gives par- 
ties — the lifestyle kind of variables). 

The same is true for almost any category. Usage patterns 
are now so different that they form a good basis for segmenta- 
tion, product design, pricing and service design. From a mere 
psychographic point of view, Young and Rubicarn has, in a 
cross-cultural study done years ago, identified groups that we 
see clearly in Consumer India, which could form a useful basis 
for segmenting the market. 

The study categorises people (and consumers are people 
first!) into the Resigned, whose main goal is survival; the Strug- 
gling, whose objective is improvement and escaping hard- 





| ships; the Mainstreamers, who are looking for security, con- 


formity and honourably discharging family responsibility (the 
archetypal provider); the Aspirers, who wantto be seen as suc- 
cessful and attain status and a lifestyle that they so envy in oth- 
ers; the Succeeders, for 
whom material success and 
recognition are the key; and 
the Explorers ( am not sure 
we have too many of those), 
who are in search of self- 
identity and self-satisfaction, 

These categories are lin- 
ked to income, of course, but 
not driven by it. The Main- 
streamers, Succeeders and 
Aspirers are correlated to oc- 
cupation, to age and lifestage 
and to geography. Qualita- 
tive researchers say cities can 
be characterised this way 
too, hence, they show differ- 


998-99 2006-07 
Source: NCAER, 2006-07 estimated 
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Justa reminder that Christmas followed by New Year is the biggest shopping season in Kerala, after Onam. 








B Doctorsare also caught ina 
E web of change (e-empow- 
fered patients, more profes- 

| sionalalternative medicine, 
E changing patient behaviour 
(from the self-employed and 
| younger generation). Within 
B them, too, there is the cut- 
| ting-edge doctor who treats 
| with leading-edge medi- 
| cines the conservative curer 
B whois into holistic healing; 
E the ‘time-saving effort-sav- 
E ing add-on services, com- 


| requires a different strategy. 
| The same logic applies to 


tory |. | /— MARKETING 


Ulka study recently said: 
"This Annapurna hates to 






| ent consumption quantities 
and character even for a 





| Data Problems - 


. given income distribution. Cm cook." Yet we do not have a 
h This is not just applicable e Survey income data is reliable and compatabi ovi reasonanble ready-to- 
4 to classical consumer goods. time, but is not the absolute truth on total incom cook/ready-to-eat product 


range. It is easy to blame 
consumers for not adopting. 
But now theres evidence 
that she is ready for it be- 
cause she has more produc- 
tive things to do with her 
time. Watchmakers tell us 
that wristwatch penetration 
is low among women — but 
conversations with women 
show they are more time- 
bound and schedule-bound 
than we think they are. In ur- 
ban India, in the top three in- 
come groups, what can we 
doto help them get better or- 
ganised? There is technology 





t should be viewed a asi a a label of affluence’. e 


puterised doctor.... And each 


= B2B businesses too. comfort. Is there another 
— Consumer value pro- durables revolution waiting 

B. cessing needs to be studied x HEE Ss to happen? 

| anew. The way consumers Self-employed: Are the fi- 


| process value inside their heads — benefit worth and cost | nancial services products we have varied enough, innovative 


worth and, hence, overall worth — has changed. The EMI, the 
‘plus one level up’ mentality, the self-employed ROI process- 
B ing (“Will this investment help me earn more?"), the family- 
| bonding need, the changing identities of women, the ‘beyond 
B! farmers market in rural India, the maturing of evaluation pa- | micro enterprises, and need specially-designed services. 
-rameters — all point to the fact that we need to discover the | Health foods, educational toys, simple cheap computers 
E newvalue processing, of different groups, anew. | for women and children — it's time to revisit these again. Is 


and comprehensive enough for this group? I suspect not. Are 
there enough products to signal social and economic mobil- 
ity? What can we offer them by way of productivity devices? 
This market is probably deep for B2B services, but these are 


In fact, it is time to revive the discipline of Consumer Be- | there alarge opportunity for functional, high-prestige, low- 


haviour, so little practised and so little taught in the Indian Ivy _ cost hotels? Is it time for a boom in budget holidays, in domes- 


E League business schools. Market structures are easy to figure | tic tourism with an education focus for children? I would sug- 


| out. Yet consumer behaviour, the second part of the puzzle, is 


gest that every idea that was dumped in the past 10 years 


B far from understood. This is, perhaps, because we look for _ because it was ‘ahead of its time’, and the ‘consumer was not 
| changes in the model we know, while consumers make much | ready’, be brought out of the closet. The consumer may just be 


larger strides. 
New opportunities to serve. If one were to look at the new | 


ready for it now — ifhe hasn't already gone past that stage! 


F Consumer India and the consuming class through the lens of | Conclusion 


‘what is not there but ought to be’, several gaps show up. Here The market has enough scale to offer, and enough desire to 


B. aresome examples: _ consume. The consumer is ready and waiting to be served. 


2 aresome interesting products: stoppers to place under beds 


u Home utilities: I do not believe we have enough depth in | The new Consumer India will pose a huge challenge to mar- 
| offerings. Take the need for better living. The new home is | keters because it offers a difficult revenue model of large but 

B characterised by less space and more things. In the US today not enormous volumes, modest prices and high benefit ex- 
pectations. It will reward real innovators and ignore marketing 


— | to raise their height, and storage receptacles that fit underthe | hype. Most fall, it will continue to comprise many markets at 


B bedsmoothly with castors, thereby acting as extra cupboards! 
B Tents with zips on the side, which become temporary 

E cupboards when relatives come visiting. Modular fur- 
2 niture. Event the humble pegs that can be stuck be- 


x : We have a similar situation here today. As an FCB 





different stages of evolution, demanding a complexity of strat- 
egy that is far in excess of its worth. And yes, it will con- 
tinue to throw up unexpected answers to the arith- 
metic of (medium penetration) x (large size of 
consumer base) x (low price-willing to pay) x (modest 

per capita consumption). S 





| hind doors. We need more of those here too. 

i Womens liberation: When frozen foods took off in 
E. the US long ago, it was because it gave voice to a wo- 
man who saw her life being beyond the kitchen stove. 


——— aÑ 


Rama Bijapurkar is an independent market 
strategy consultant. 
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The 
sector 
will soon 
see the 
first signs 
ofa 
churn 
and 
consoli- 
dation 














5 a watcher of India’s banking | 


sector, I am looking forward to 
the next three years. These may 


be famous last words, but I do be- | 
lieve that we will see the onset of | 


a process of churning, mergers, acquisitions 


and consolidation — the stuff that occurred in | 
the manufacturing industries between 1997 | 


and 2002, but which, by and large, had left 

banking untouched. Let me first share with you 

the logic, and then the possible scenario. 
Notwithstanding the Reserve Bank of In- 


| dias periodic pronouncements of its ‘bias to- | 
wards a soft interest rate regime’, it would be | 


foolhardy to believe that interest rates will con- 


tinue moving southward. They can't. For one, | 
the trend rate of WPlinflation is running at over | 


4.5% with signs of it creeping up to 5%; and one 
can't expect the short end of the yield curve to 


The churn in 
Indian banking 





have negative real interest rates. Also, with im- | 


pending elections, it is unlikely that the govern- 
ment will reduce administered interest rates. 
Moreover, with the manufacturing boom 
set to continue, we should be looking at the be- 
ginnings of an investment cycle. Many compa- 


nies that built capacities in the first half of the | 


1990s are seeing their surplus capacity 
squeezed out by growth in demand. To be sure, 
productivity improvement can raise output 


without large increases in investment. Never- | 





theless, I expect more than 150 listed compa- | 


nies to plan, on an average, something like 


Rs 250 crore of investment per firm over the | 
next three quarters — or Rs 37,500 crore of ad- | 


ditional funds requirement. If we add to this the 


capital needed for infrastructure projects, we | 
could be looking at a hefty growth in invest- 

ment demand. In such a milieu, I don't expect | 
interest rates to soften. Indeed, they may even | 


marginally harden by June-July 2004. 

For banks, it means the good old days of 
booking mark-to-market profits on highly 
over-weighted treasury operations are over. On 
an average, public sector banks are carrying 16 
percentage points more of government securi- 











ties than warranted by the statutory require- 
ments. The 600 basis points fall in interest rates 
over the last three years created windfall book 
profits to treasury. These not only covered the 
negative (at best, nominally positive) carry on 
G-secs, but also hid the poor performance in 
lending. This cream will bea thing ofthe past. 

Therefore, the balance-sheets and profit 
and loss accounts of many of our public sector 
banks are going to look worse than before. If we 
add to this the costs of even a gradual introduc- 
tion of income recognition and capital ade- 
quacy norms proposed by Basle II, then the fi- 
nancials will look far worse. These factors will 
create more sensible, operationally deter- 
mined valuation of our banks, and also force 
the pace for mergers and consolidation. 

I see three types of mergers and acquisitions 
on the horizon. First, where the more aggres- 
sive foreign banks such as Citibank, ABN- 
AMRO, and even Standard Chartered will seek 
to buy attractively valued smaller Indian pri- 
vate banks — either because these have niche 
customers, or unchallenged businesses, or a 
strong, localised geographical presence. Sec- 
ond, some of the newer Indian private sector 
banks — especially ICICI Bank and, to a lesser 
extent, HDFC Bank — which will also seek such 
private sector targets. Third, which may be the 
slowest off the block, is mergers between some 
ofthe public sector banks — if not entire banks, 
then well defined parts of operations. It may be 
slower in coming because public sector banks 
will have to get government approvals and also 
bear the costs of Parliamentary oversight. 

If you noticed, I haven't mentioned a fourth 
trend — that of foreign banks acquiring sizable 
stakes or business interests in public sector 
banks. No doubt, it will happen one day. But 
somehow, the realist in me doesn't think that 
the political stage is yet set for a public sector 
bank, however small, being taken over by the 
gora paltan. That will be the next stage of re- 
forms and, hopefully, I will write a column on it 
three years from now. - 
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In life as in business, some 
rules are learnt so early that. : Í : 
they seem almost instinctive. U 2 
Equally some instincts are Ë | I 
so accurate that we make 


rules out of them. However, | E E 


so often, instincts and rules ` Š 


find each other at cross- a E 
purposes. Which is why the 
game of business is so simple | p 
and yet so complex. 

The dilemmas and paradoxes 


carefully outlined, every week. — 





zdepth mu 


HESE central bankers can be 


into a cold sweat when we're 
out of money. The folks who 





But, unlike ordinary people, 
they're also worried about having too 
much money in their kitty. 

The Reserve Bank of India (RBI) is in 
precisely such a quandary. It now holds 
more than $94 billion of foreign ex- 
change reserves — and millions more 
are pouring in every day. It is safe to 
guess that the hoard will cross the 
$100-billion-mark by the end ofthis cal- 
endar year. 


moment, especially for an economy 
that was down to its last billion dollars a 
dozen years ago. But the champagne 
could be followed by a severe hangover, 
for it will then be time for RBI governor 
Y.V. Reddy and his colleagues at the cen- 


tral bank to get ready for life after a hun- | 


dred billion. What should be done? 
Should the rupee be allowed to leap sky- 
wards? Should interest rates be slashed 


more money into India? Or should capi- 


tal barriers be erected to stem the flow of | 


riches? It may appear that itis not such a 

problem, but it just may not be that easy 

to choose between these alternatives. 
To understand why there could be 


sore heads on the day after after the | 


party, let us take a quick look at the story 
till now. The Indian economy has been 


flooded with more dollars than it re- | 


quires — thanks to a surplus in the cur- 
rent account and the rush of capital in- 
flows from various sources. These 
dollars are not being adequately ab- 
sorbed in the economy because of slug- 
gish imports and capital controls. 

The consequence: the swelling tide 
of dollars has lifted the rupee substan- 
tially. This has the authorities worried, 
for they believe that a strong rupee 


could wreck the competitiveness of In- | 


dian exporters. So the RBI has been in- 


acuriouslot. Mostofus break | 


handle national finances | 
hate bankruptcy, naturally. | 

















tervening in the foreign exchange mar- 
ketto prevent the rupee from appreciat- 
ingtoo fast. To that end, ithas boughtup 
dollars from the market and sold rupees 
in return. 


The dollars that the RBI has been | 
buying have found their way into the | 


foreign exchange reserves. Normally, 
countries keep some foreign exchange 


in reserve as an insurance against sud- | 


den financial panic. If imports were to 
shoot up or if foreign investors were to 


suddenly pull their money out of the | 
stockmarket, the central bank needs to | 


have enough money in the kitty to meet 
their dollar demands. Otherwise, the ru- 


| pee would go into atailspin. And the rest | 
It will definitely be a champagne | 


India’s foreign exchange hoard 
should cross the magic $100-billion 





of the economy could follow, as indeed 
did happen in East Asia in 1997. 

But what should be the extent of 
such insurance? There are various ways 
to gauge whether current level of re- 
serves is adequate. The three most com- 
mon sets of parameters used by econo- 
mists are whether there is enough 
foreign exchange to fund future im- 
ports, to meet sudden withdrawals of 
short-term capital and reserves as a per- 
centage of select measures of money 
supply. Now take a look at the table on 
the adjoining page, based on a research 
paper by economist Ila Patnaik of In- 


. dian Council for Research on Interna- 


tional Economic Relations. It clearly 


mark by the end of this year. The RBI 
desperately needs to come up with 


some new ideas to manage its riches, 


to discourage foreigners from bringing | 


say Niranjan Rajadhyaksha & Avinash Celestine 


owe M 


, ` 
w D ` 
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Life After One 


BUSINESSWORLD 40 8 DECEMBER 2003 


shows that India’s reserves are more 
than adequate. India is over-insured. 

What this means is that the RBI is 
still intervening in the market to buy up 
dollars, not because it needs those dol- 
lars, but because it is trying to keep the 
rupee from appreciating. The central 
bank's exchange rate policy is the dri- 
ving force; the increasing reserves are a 
mere after-effect. Is there be a limit to 
the RBI's interventions? 

There is. And this is where the se- 
cond leg of RBI's strategy comes in. 
When the central bank buys dollars, it 
injects rupees into the economy. These 
extra rupees could either spark off infla- 


tion, or they could create bubbles in the : 


stock, bond and real estate markets. To 


prevent this, the RBI has been selling | 


some of the government securities it 
holds to suck out the rupees it has re- 
leased into the economy. The entire 


through bond sales — is called “ster- 
ilised intervention”. And this has been 
the cornerstone of the RBI's policy over 
the past few years. 

Unfortunately, the limits of this 


strategy will soon be tested. Anditisvery | 











FOREX RESERVES 








How ‘adequate’ are India’s reserves? 
What it What it is 
Should be EET E AN AE 
Import cover (months) >6 8 ` 11.3 14.0 
Short-term debt/reserve (96) — 8.6 5.1 7.4% 
Forex assets/currency in circulation (%) 70 90.4 105.2 125.6 
Net forex assets/reserve money (%) — 65 78 98.0 


debt/reserve (96) 


Source: Data for March 2001, March 2002 and March 2003 from ‘India’s policy stance on reserves and the currency’ 
by lla Patnaik, September 2003; Data for non-debt liabilities -- short-term debt/reserves for all years from CMIE 


Note: "What it should be" data is according to the recommendations of the Tarapore committee on capital account 


convertibility *Data for June 2003 


likely that the RBI will have to abandon 
it and go back to the drawing board 
soon. In fact, it has already started the 
process. It is learnt that a committee of 
senior RBI economists has been set up 


| tolook at the options that could lie be- 
| yond sterilisation. Its recommenda- 
gambit — purchasing dollars, releasing | 
rupees and then sucking them out | 


tions have already been submitted to 
RBI governor Reddy. At the time that 
this story was being written, the RBI 


_ report was about to be released for pub- 


lic consumption. 

The big danger in the RBI's current 
policy of sterilised intervention is easy 
to spot. What happens if the central 


Imaging: SATYAJIT DATTA 
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bank runs out of securities to sell? It will 
not be able to undertake the second leg 
of its policy — of sucking excess rupees 
out of the system. 

That limit-testing moment is almost 
here. Recent data shows that net RBI 
credit to government — or the value of 
government securities held by the cen- 
tral bank — is less than Rs 60,000 crore. 
Not all of these are marketable securi- 
ties. So a ballpark guess is that the RBI 
now holds about Rs 45,000 crore of mar- 
ketable government securities that it 
can utilise. 

That's about $10 billion of stock left 
with the RBI. Put it another way — the 
RBI can add only another $10 billion to 
its reserves using its current strategy of 
sterilised intervention. The limit seems 
to be $105 billion of reserves, a level that 
could be reached by the first few weeks 
of 2004. Then comes the RBI's moment 
of reckoning. 

Indias top economic policy-makers 
have to get their act together fast, or 
there will be some hare-brained ideas 
tossed up soon. In 1979, India was in a 
similar position. Forex reserves had 
climbed from $1.4 billion to $7.9 billion 
in a couple of years because of a current 
account surplus and strong remit- 
tances. Economic czar L.K. Jha was at- 
tending a seminar on the issue at the 
Delhi School of Economics (DSE). One 
proposal that came up was to use the re- 
serves to import luxury cars, sell them 


red Billion 
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for rupees and use the money for devel- 
opment purposes. 

This delightful little story was re- 
counted at a recent seminar by Ashok 
Lahiri, who was then a lecturer at the 
DSE and is at present the chief eco- 
nomic advisor to the government. 
Hopefully, economic literacy has ad- 
vanced since then. Yet, the RBI can keep 
voodoo solutions at bay only by getting 
its own act together. 

So what are the options it has? 

@ Option 1: Do nothing. Let the dollars 
come in unhindered. The rupee will ap- 
preciate. Though the export lobby will 


hate the stronger rupee, it is debatable | 


whether this is necessarily a bad thing | 


for the Indian economy as a whole. But 
it will mean one thing — the RBI will 
have to completely dump its unstated 
policy of pegging the rupee to the dollar. 
E Option 2: Increase its holding of gov- 


ernment securities. One way to do so | 


would be to convert some of the non- 


marketable securities (especially old ad | 
| because of two reasons. One, hiking 


hoc treasury bills) into marketable ones. 
The other possibility is for the govern- 


ment to make a huge private placement | 
with the RBI. Both moves will increase | 
the RBI's stock of government securities | 
and allow it to continue along its old : 





The options before the 


FOREX RESERVES 





€ The central bank could stop trying to mop up the excess money y supply in the 
market caused by its policy of buying dollars | 

€ The central bank could issue its own securities to make up for the shortage of . 
government securities in its portfolio. The RBI Act would have to be amended 


in this case 


€ The RBI could raise the cash reserve ratio — the balances that banks have to 
maintain with the central bank. This offsets the increase in money supply 
caused by every dollar that the RBI adds to its reserves 


€ The RBI could simply stop buying excess dollars and let the rupee appreciate 


against the greenback 


policy road for some more time. 

lll Option 3: Continue buying dollars 
and adding them to reserves. The ru- 
pees that will flood the economy could 
be sucked out in some other way. One 
option is to increase the cash reserve ra- 
tio (CRR), which will restrict the ability 
of commercial banks to create credit. 
But senior RBI officials say that a CRR 
hike will only be a final desperate ploy 


CRR goes against the stated policy goal 
of bringing it down to 3% in the years 
ahead. Two, CRR is "a blunt instrument" 
that should be used sparingly. 

@ Option 4: Issue RBI securities. This 


The Asian Bond Fund 


countries signed currency swap agreements under which they 


A FTER the Asian crisis in 2000, the central banks of some Asian 


agreed to lend each other funds to fight off foreign exchange 
crises or attacks by currency speculators. 

In June this year, the central banks of 11 Asian countries agreed to 
contribute a total of $1 billion to an Asian Bond Fund, in a first step 
towards fighting a problem of a different sort. Together, the foreign 

. exchange reserves of all these countries put together is equal to well 
over $1.5 trillion. Asian central banks now have so much money that 
they ate running out of investment options. | 
< A plan pushed by a few Asian leaders, especially Thai prime minister | 
“Thaksin Shinawatra, the ABF is a small step toward solving that problem. 
Initially, the fund would invest the money in US dollar bonds issued by 
each of the participating countries. The aim is to channel this money | 
towards actual investment within these countries rather than invest it in ` 
. mainly US treasury bonds, which only helps the US government to fund its 


deficit. 


India is not among the initial set of 11 countries (Australia, China, 
Hong Kong, Indonesia, Japan, South Korea, Malaysia, New Zealand, the 
Philippines, Singapore and Thailand), but it has pledged to contribute 

around $1 billion to the fund. At a later stage, the fund, which will be 
managed by the Bank for International Settlements, will invest in bond 
"issues in the local currencies of each of these countries. 
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will require a change in the RBI Act, 


! which does not allow the central bank to 


issue its own securities. Japan, China 
and Germany, for example, allow their 
central banks to issue their own securi- 
ties. So the RBI will not have to depend 
on government securities — which it is 
fast running out of — to conduct open 
market operations. 

It'll be interesting to see what the RBI 
will do in the months ahead. It has faced 
this problem of a shortage of govern- 
ment securities earlier, in 1994. But the 
problem then proved to be short-lived 
as Capital flows dried up and the rupee 
came under pressure. And in 1979, when 
reserves climbed unexpectedly, global 
oil prices skyrocketed and India had to 
go with a begging bowl to the Interna- 
tional Monetary Fund just a year later. 

There is still a lot that can happen to 
take some pressure off the appreciating 
rupee. The Flls could pull money out of 
India. The trade gap could widen as the 
economic recovery gathers steam. The 
government could make deep cuts in 
import tariffs in the next Budget. 

But each of these developments will 
only provide some breathing space for 
the RBI. Most economists expect the 
current strength of the rupee to con- 
tinue. In fact, investment bank Gold- 
man Sachs, in its much-quoted report 
on how India will be one of the world’s 
four biggest economies by the year 
2050, has assumed an average annual 
3% appreciation of the rupee in the 
years ahead. A rising rupee will be a 
magnet for foreign capital, and the RBI 
will have to manage these inflows. 

There is a huge battle ahead. And the 
RBI just doesnt have the firepower to 
fight the battle as before. It needs new 
weapons in its armoury. B 
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FOR THE FIRST TIME, 
500-600 MULTI- 
NATIONALS ARE 
COMING UNDER 
TRANSFER PRICING 
SCRUTINY IN INDIA. 
AND AS THE x 
GOVERNMENT STEPS . 
INTO WHAT IS | 
CONSIDERED TO BE 
THE TRICKIEST AND 

THE BIGGEST Esq 
TAXATION ISSUE Hoc ee 
GLOBALLY, a a 
CORPORATESAND 





N the last few months, the income 
tax department has sent notices to 
over 500 companies {whose trans- 
actions with international asso- 
ciated parties exceeded Rs 5 
crore) to disclose their com- 
pliance with India’s transfer 
pricing laws. These notices 
have sent corporates into a 
tizzy. Especially, since the 
law — somnolent so far — 
had been announced as far 





The department has com- 
| plied with the given time limit. 


EXPERTS WATCH | But confusion prevails over the 
| enforcement of the transfer pricing 

WHETHER THE LAW _ law. While corporates are still grappling 
| with some open-ended clauses (See 

GETS OFF TO A GOOD | ‘Questions Raised By India's Transfer 
_ Pricing Laws’), the department is not 

START OR RESULTS IN | prepared to enforce the law. The global 
| implications of double taxation and the 

JUST DOCUMENTA- © 

TION ANDA LOT OF 

LITIGATION.by 

Ashish Aggarwal 


impact on global transfer pricing poli- 
cies of firms have yet to be figured out. 
The transfer pricing law encom- 
passes all multinational companies 
(MNCs) which transfer goods and ser- 
vices across borders. With globalisation, 
corporates are making use of differen- 
tial rates of transfer pricing to optimise 
their profitability in low-tax regimes at 
the expense of high-tax 
regimes, Globally, over 60% 
of transactions are be- 
tween associated enter- 
prises. Countries are us- 
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What is ingtransfer pricinglaws 
transfer to stop shifting of in- 
price come from their jurisdic- 


price at which related 


The price of an international transaction between related parties 

is called transfer price. Transfer price comes under the scrutiny 

of tax authorities when it is different from the arms length orice 
to unrelated parties 
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length price. 
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Even the Indian IT department has 
gone into high gear to prevent these 
companies from booking higher profits 
in low-tax regimes (India has high tax 
rates) and depriving the Indian govern- 
ment of revenues. Take the case of the 
Indian arm B of an MNC A. B underval- 
ues its exports of goods or services to A 
— this will come under the ambit of 
transfer pricing as it books more profits 
in the books of A (headquartered 
abroad) than B (situated in India). This 
deprives India of its share of taxes on 
that income. This applies as much to 
foreign MNCs as to those headquar- 
tered in India. In fact, Mukesh Butani, 
national tax head, Ernst & Young, brings 
out the complexity of the issue when he 
says that even an Indian MNC would 


| justify its transfer pricing by saying that 


parties transact is at fair | 
market value or 'arm's | 


its management risk is dispersed as it 
has a strong presence in different coun- 
tries. This, despite the fact that effective 








| focus. S during tax tax x audit | à 


.. TRANSFER PRICING 





cluding, detailed information from 
other MNCs. This places the companies 
and the taxmen on a different footing, 
resulting in conflict over details. 

As a result, some BPO companies 
which are planning to set up opera- 
tions in India are now re-examining 
their transfer pricing policy, savs 
Nishith Desai, partner, Nishith 

Desai & Associates, à strategic 
consulting firm specialising in 
transfer pricing. BPO compa- 
nies in India might have to re- 
visit their transfer pricing as 
their income may not reflect 
their share of the company’s 
global profits. The fact that in- 
comes of BPO companies are 
exempt from tax may come as no 
relief as they would still come under 
the ambit of the transfer pricing laws if 
they cannot justify their pricing. 
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revi | ; E 
auditand One of the questions that has crept 
identified for up is: ifa captive BPO firm is servicing 





external customers, would the price to 
an external customer be treated as armis 
length price? Butani says the company 
control may be in India. | the information submitted by them will could justify its pricing with documen- 
. be analysed. While corporates have | tation and functional analysis. But cor- 
Corporates In A Quandary _ based their documentation on exter-  porates planning to set up separate 
The law requires corporates to submit | nally available databases and functional | companies to escape this clause would 
details of their own transactions with | analysis, the taxman will use all the in- | still come under the taxman's scrutiny. 
related parties along with comparable | formation he can lay his hands on. In- | Here, foreign companies are at a 
data of similar transactions by others to 
justify their transfer pricing to the tax Questions raised by India's transfer pricing law 
authorities. But comparable financial o PEN uM 
information ofthis nature from unlisted ationshi ith Fle 
companies is not in the public domain. 
And the corporate databases available 
(from annual reports) on listed compa- 
nies are not geared to calculate arms 
length pricing. Samir Gandhi, tax part- 
ner, Deloitte Haskins & Sells, says that in 
view of inadequacy of databases, most 
enterprises have adopted the transac- 
tional net margin method to determine 
arms length price. While it may not be 
the best method, under the given cir- 
cumstances, it might be the only choice. 
Companies are also unsure of how 





——— MÀ 
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slight advantage because of their expe- 
rience in dealing with transfer pricing 
compliance in their home countries. 
Those with a global presence have doc- 
umentation which forms the basis for 
country-specific filing. But whether the 
Indian IT department will accept analy- 
sis based on global studies is not clear. 
Companies hope that compliance 
rules can be simplified to the extent that 
they are being abridged in most coun- 
tries. In Australia, for instance, a com- 
pany rendering services can be said to 
meet arm's length standards if it has 
earned 7.596 margin over his cost, sub- 
ject to certain parameters. Simplified 
provisions like these are 'Safe Harbour 
concepts prevalent in many countries. 


Grappling With Enforcement 


For the tax authorities, enforcement is 
as much ofa step learning curve as com- 
pliance is to companies. Last year, the 
department sent some of its officers for 


training. This November, transfer pric- ` 


ing officers (TPOs) were sent to the Na- 
tional Academy of Direct Taxes, Nagpur, 
to train under experts from the Organi- 
sation for Economic Co-operation and 
Development (OECD). Ten selected 
TPOs will handle transfer pricing audits. 

Meanwhile, the department is still in 
the process of getting external data- 


bases to handle the cases. Databases are 
used to search for comparable arms 


length price. To justify their transfer | 


price, corporates have to submit com- | 


parable data on price, profit margins, 
etc., depending on the method used to 
justify comparable price. But making 
the databases available to the TPOs is 
not as trivial as it seems. For, the govern- 
ment is taking its own time in clearing 
expenditure on such databases. 
Besides, the taxman might find him- 
selfatsea with the data submitted by the 
various organisations because not all 
the documentation submitted is quan- 
titative and, thus, relatively easier to 


| analyse. It also includes functional 


SENS - APAS whether s; 
xperts or bureaucrats. | 


analysis ofthe nature of relationship be- 
tween associated enterprises. For in- 
stance, it's very difficult for a taxman to 
ascertain the arms length price on the 
basis of non-quantitative data submit- 
ted by the company. In such cases, ex- 


ternally-available comparable price | 
would be very difficult to obtain and so | 


the taxman might find it difficult to doa _ 
detailed analysis to ensure that there is | 


no shifting of income out of India. 

But soon, taxmen will get a minor re- 
lief from data overload. Today, all the 
documentation is filed on paper. But, 
next time round, the department is 
likely to ask for filing documentation in 
CDs. That will make the 
process short, but not 
necessarily sweet. 

One refreshing issue 
is that the tax depart- 
ment has side-stepped 
the trap of setting rev- 
enue targets on transfer 
pricing. That could 
have put pressure on 
the TPOs and led to liti- 
gation with corporates. 


Double Taxation Blues 


Under Indias Double 
Taxation Avoidance 
Agreement (DTAA) with 
over 70 nations, income 
taxed under transfer 
pricing rules would be 
eligible for adjustment 
from taxation in other 


realities are different. 
Gandhi says even in 
DTAA, the adjustment 






BUSINESSWORLD 46 8 DECEMBER 2003 


nations. But the ground | 


Transfer pricing tax 
nones 








TPOs (transfer pricing officers) are at additional 
and joint commissioner levels and director (transfer 
pricing) is at the commissioner level 





is not automatic and the other nation 
may not agree to the adjustment unless 
itis valid under both the laws. The issues 
get more complex when the company 
challenges an additional tax by the IT 
department and gets bogged down. In 
which case, the company will be first 
fighting the adjustment in India. Only 
when that gets sorted out, can it go to 
the DTAA, says Shyamal Muherjee, ex- 
ecutive, PricewaterhouseCoopers. 
With rates like 100-300% on incre- 
mental tax, Indian penalties are among 
the highest in the world. The Indian IT 
department's aggressive moves might 
stem from the fact that Indiais a high tax 
jurisdiction. But even in tax havens like 
Hong Kong (tax rate: 1696), corporates 
are faced with aggressive queries on 
simple things like reduced gross mar- 
gins and losses. For instance, in a query 
on a newly submitted return by a com- 
pany, the notice from Hong Kong au- 
thorities warned: A significant assess- 
ment would be made in the absence ofa 
satisfactory reply to a page of detailed 
query. The reply was required in 30 days. 
E&Y's recent global survey has a 
wake-up call for corporates. The report 
finds that tax authorities are threatening 
to use their penalty powers in almost a 
third of the cases in which an adjust- 
ment is made for transfer pricing. More 
importantly, penalty has been actually 
imposed in half of the cases in which a 
penalty was threatened. m 
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Getting India's 
Drug Act together 


Structure of the pharma regulator 





Existing 
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GINA S. KRISHNAN 


ITH theregulatory author- 
ities for insurance and 
telecom firmly in place 
and the Securities and Ex- 
change Board of India 





booming stockmarket, the government 


has now turned its sights on reforming | 


the pharmaceutical sector. The amend- 
ments to the patents law will be intro- 
duced in the winter session of Parlia- 
ment, making India WTO-ready well 
before the 1 January 2005 deadline. 

But that is not enough. India also 
needs a strong, independent and au- 
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CENTRAL DRUG ADMINISTRATION 


3 Joint drug controllers 

2 Deputy drug controllers 

6 Assistant drug controllers 

50 Drug inspectors 

5 Technical experts (Pharmacutical 
chemist, pharmaceutist, pharmacologist, 
toxicologist, statistician) 

@ 1 Administrative officer 

€ 1 Accounts officer 


Responsibilities: 


1. Regulatory affairs & environment 

2. New drugs & clinical trials 

3. Biological & biotechnology products 
4. Pharmacovigilance 

5. Medical devices & diagnostics 

6. Imports 

7. Organisational services 
8. Training & empowerment 
9. Quality control affairs 

10. Legal & consumer affairs 
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An exclusive look at the 
Mashelkar Committee's formula 
for revamping India's pharma 
regulatory system 


Committee under R.A. Mashelkar, 
chairman, Centre for Scientific and In- 
dustrial Research, to look into the exist- 
ing pharmaceutical regulatory system. 
Even as the government examines 
the report submitted on 18 November 


into the radical recommendations. 


called the Central Drug Administration 


tralised one as health and pharma come 
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tonomous regulator. On 27 January, the | 
government appointed the Mashelkar | 


tution — to be looked at by both the 
Centre and the state. Unfortunately, as a 
result, the responsibilities ofthe author- 
ity have often fallen through the crack. 
In fact, the situation is dismal. The 


| state regulatory authority is in charge of 


2003, BW presents an exclusive peek | 


The committee has suggested the | 
setting up of a centralised regulator | 


(CDA). This is a radical departure from | 
the existing structure, which is a decen- | 


under the concurrent list of the Consti- | 


licensing manufacturing units as well as 
regulating and monitoring them. Main- 
taining the standards for drug manufac- 
turing also comes under the ambit of 
the state. The committee found that of 
the 29 states and six union territories, 
only 15 had functioning drug testing 
laboratories. Out of the 15 states that 
have their own laboratories, only seven 
were reasonably equipped and staffed. 
The others existed with threadbare in- 
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with his savings 
from IndianOil XtraPremium. 
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Presenting hi-octane XtraPremium petrol from IndianOil. Reinforced with multi-functional 
additives, the hi-octane XtraPremium petrol gives you extra mileage and much more. More acceleration and 


power. And practically no carbon deposits. So that you can 
enjoy a smooth and silent drive, and yet end up saving a lot. ur 
Of course, what you do with the savings is still up to you. — Indian Extra mileage. 
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“We have no choice 
but to implement it" 


E Many suggestions and recommendations have been given on changes in the regulato- 
ry system. Do you think your report will be implemented? 

There is a sea change in the circumstances today from when the Hathi committee 
report was given in the 1970s. There is no correlation between the economic environ- 
ment then and now. The Indian pharmaceutical industry was entirely different. For 
one, it was much smaller and it was entirely focussed on the domestic market. Today, 
India is a major bulk drug player, and the global and national expectations from the 
Indian pharmaceutical industry are entirely different. The challenge is different. 

The recommendations will have to be implemented because we do not have a 
choice any longer. We have to have a regulatory system that meets international reg- 
ulatory standards. And we have deliberately given a time frame for each of the activi- 
ties to be completed before we move to the next phase. I think it can be done and we 
will have to do it. 








E How will it be different from the existing regulatory regime? 
We have recommended setting up a strong, well-equipped, empowered and inde- 
pendent Central Drug Administration (CDA) reporting directly to the ministry of 
health. That is the single most important recommendation we have given, which will 
also mean changing the act. The Drug Controller General of India will become the 
CDA. The CDA will have 10 main divisions; it will have an independent office report- 
ing to the ministry of health. 

The zonal and sub-zonal offices will have to be strengthened and more funds will 
have to be allocated to the CDA. 


E How will you get trained manpower, which has been the biggest problem that the 
DCGI has faced? 

We will have to make it attractive to get talent. The patent office had 30 people earli- 
er; it has 140 now, and the number will double in the next one year. To attract talent 
to the government, we will have to make it attractive for them. s. 
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frastructure. Also, only 10 states had in- | 


telligence and legal cells, and even their 

competence could not be vouched for. 
Thereasonisthat the state drug con- 

troller and the food and drug inspectors 


have been overburdened with work as | 


they monitor both the food and the 
pharma industries. Also, with limited 
infrastructure, Central government di- 


rectives have not resulted in any change | 


in the way the state authorities function. 
The report also says that in the current 


system, there is alackoftestingfacilities, | 


shortage of drug inspectors, non-uni- 
formity of enforcement, lack of spe- 
cially-trained cadres for specific regula- 
tory areas and absence of a data bank. 





The committee says that the CDA 
should replace the Central Drugs Stan- 
dard Control Organisation (commonly 
known as the Office of the Drug Con- 


troller General of India). It should bea : 


centralised licensing and monitoring 


authority under the health and family | 


welfare ministry. It should also take over 
the licensing of manufacturing units 
from the states in a phased manner. For 
this, the states should be divided into 
categories I and II based on the manu- 
facturing activity there. 

In Phase I ending 31 December 
2004, the CDA should put its manpower 
and infrastructure into place. In Phase II 


starting 1 January 2005, the CDA should | 
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take up licensing of manufacturing 
units in category II states. In phase III, 
starting 1 January 2006, the CDA should 
take up licensing for category I states. 
To tackle the menace of spurious 
drugs, the committee has accepted the 
recommendations of the Delhi Phar- 
maceutical Trust. It has recommended 
the adoption of good laboratory prac- 
tices for all approved testing labs and 
said that they must be accredited and 
reviewed periodically. Besides setting 
up special courts, the committee has 
recommended death penalty for mak- 
ing and selling spurious drugs. Seems 
like the right formula for a vibrant 
pharma industry. m 
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depth AUTOMOBILES 


The C segment of 
the Indian 
passenger car 
market is showing 
robust growth. 
But contrary to 
conventional 
wisdom, the 
bigger cars are 
not getting their 
makers better 
margins. 

by Aarti Kothari 














NOTHER piece of conven- 


Indian car market is well and 
truly maintaining its record of 
coming up with surprises for 
car manufacturers. With the maturing 
of the Indian car market, the buyer, like 
her counterparts in other countries, is 
showing a preference for bigger, safer, 
more comfortable cars. But that is more 
or less where the similarity ends. 
Usually, the money that a company 
makes on a car increases more than pro- 
portionately with the size and, hence, 
price of the car. And the faster the 
growth of the higher priced cars, the 


more the moolah a company rakes in. | 


In fact, a number of companies like 
Ford India, Honda Siel and General 


Motors had been betting that such a | 
shift would happen sooner than later | 


and, so far, have stayed out of the com- 
pact car market, in which margins have 


been beaten wafer thin by competitive | 


forces. (Of course, GM has launched the 


Corsa Sail recently, but it stays in the rel- | 
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tional auto industry wisdom | 
has been proved wrong. The | 











atively low-volume top end of the 
hatchback market.) 

In India, however, at 8,300-units-a- 
month-on-average, the C segment is 
now the most competitive, what with 17 
cars (not including variants) from 12 
companies fighting it out for the buyer's 
money. Even the competitive B segment 
is less crowded with 10 cars from five 
companies. ( The choice set we are refer- 
ring to goes beyond the standard defini- 
tion ofthe C segment to include cars like 
the Chevrolet Optra, Toyota Corolla and 
the bottom-end Skoda Octavia.) But 
this is not the real surprise. What is news 
is that margins are being pushed down. 


| From 5-796 in the late 1990s, reckons an 


auto expert, margins are down to 3-596 
now, same as in the B segment. And the 
downward pressure is not showing any 
signs of letting up. 

With a bit of bad luck, companies 
might even see their margins falling to 
2% or so, about as much as Maruti 
Udyog makes on the 800 model, the 
cheapest car in India. If anything, the 
situation will only get tougher as com- 


Since its launch a year ago, the Tata Indigo has changed the rules of the game 
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Where emotions rule 








Man has always felt the need to 
The 
Egyptians did it through papyrus 


communicate his sentiments. 
scrolls, while the Europeans 
exchanged symbols like gloves and 
bows. Today, when the expression of 
feelings has become a mere formality, 
we delve into the world of greeting 
cards, which is the modern man's 
most special way to say he cares. 


an has always been ruled by his 
oim However, he has 
always found it difficult to express 
these emotions. Especially when an 
event occurs that makes him thankful 
that his loved ones are near him. 
This feeling was perhaps the reason 
behind the 
greeting cards after World War I and 


increase in the sale of 
World War II. In more recent times, the 
sale of greeting cards shot up 
dramatically after the September 11 
catastrophe. Today, it's time one sat 











back and thought why it takes a 
calamity to make people aware of their 
loved ones and express their feelings 
for them. Especially when there is such 
a wonderful medium to express 
emotions. Greeting cards. A medium 
that aptly expresses all emotions. 
Emotions like love. Beautifully 
expressed in three simple words. But 
the problem is that these three words 
are rarely spoken, perhaps because 
they are the most difficult ones to utter. 


Or a simple *thank you". What most 
people get out is uh..um..uh. Even if 
one does manage to say it, those two 
words do not quite match the whole 
gamut of emotions within. 

Here's another bit of news for you. 
Nine times out of ten, a failure to say 
“sorry” 
referred term “ego”, but due to the fact 


is not due to the commonly 


that this one word is extremely 


Cards CONVEY cae. as: 


Lid e 


«Fond memos cob 





Archies. The biggest name in 

the Greeting Card industry, 
Archies has cards that range 
from the usual seasons and 
occasions cards to funky and 
imaginative cards. In short, 

cards that suit your every mood and 
every need. 


HelpAge India. Picking up a 
card from the wide HelpAge 
collection helps a social 
cause. You might just end up 
putting a roof over the 
elderly while giving support 
to your relationships. 





difficult to utter. Repairing a broken 


“sorry” 
wretched thing to do. A simpler and 


heart with a simply seems a 
much nicer way would be to say 
everything with a card. Because a card 
not only puts your feelings into words, 
it also helps keep these words fresh in 
the mind of the recipient. Think about 
it, how many times have you turned the 
pages of a book to find a card that 
brightened up your day? Even 10 years 
after it was sent? One may argue (and 
we agree wholeheartedly) that modern 
technology has made communicating 
easier, but it has still not managed to 
find a way of putting words into 
people's mouths. Neither does it show 
the time and effort spent to send a 
greeting. Reason why, in countries like 
USA and U.K., 
through SMS is considered an insult 


sending a greeting 


In short, when you can't find the 
words to express your feelings, it's a 
card you turn to. Not just because it 
says what you want to. But because, 
some people in our lives are worth 
telling that you care for them. 





CRY. Picking up a card from 
the wide collection of Child 
Relief and You will not only 
give your relationship a 
future, but will also provide 
a better tomorrow for an 
underprivileged child. 


Archies, in 
the 


Paper Rose. 
collaboration with 


renowned American 


Greetings Corporation USA, 
launched Paper Rose in 
1994. A brand that offers a 
wide range of general and 
occasion specific cards in 
its collection. 


panies line up more cars for the C seg- 
ment ofthe market. Of course, one must 
remember that even if margins come 
down to the B segment level, in absolute 
terms, a company will still make more 
money by selling a C segment car as it is 
more expensive. 

So, what companies cannot make 
from margins, they expect to make from 
volumes. Just look at the numbers. In 
1999, the B segment cars of the likes of 
the Maruti Zen, the Hyundai Santro, 
and the Tata Indica, sold 213,785 units, 
while C segment cars, sedans like the 
Maruti Esteem, the Ford Ikon and the 
Hyundai Accent, sold 65,698 units. Just 
four years down the line, volume sales in 
the B segment are estimated to rise to 
325,000 whereas the C segment will see 
the numbers double to 135,000! So, 
while the B segment is exhibiting a fairly 
healthy CAGR (compounded annual 
growth rate) of about 1196, the C seg- 
ment has overtaken it and is growing at 
about 18%. 

“For most players in this segment, 
the margins are falling, but the segment 
is likely to grow by 35-40% this fiscal,” 
says Rajiv Dube, vice-president (mar- 
keting), Tata Motors. According to him, 
before the launch of the Indigo in De- 
cember 2002, it was inconceivable to 
have a C segment car available for less 
than Rs 5 lakh and the segment was av- 
eraging sales of 5,500 units a month. Af- 
ter the Indigo was launched at the Rs 4.5 
lakh price point, a number of competi- 
tors launched sub-Rs 5 lakh C segment 
cars — Ford Ikon Flair (Rs 4.95 lakh) and 
Opel Corsa 1.4 GL (Rs 4.99 lakh) being 
just two of them. Says Vinay Piparsania, 
vice-president (sales, marketing, service 
and external affairs), Ford India: "It can- 
not be a cost-plus model. Margins are 
under pressure." 

This year, the average sales of C seg- 
ment cars has been 8,300 units a month. 
Of this, 2,200 units can be attributed to 
the Indigo. In fact, even Hondas re- 
cently launched City model is a lakh or 
more cheaper than the model it re- 
places. So prices are headed south, but 
the cars are still being sold with most of 
the goodies. Since before 2000, excise 
duty on cars has come down from 4096 
to 24%, but that seems to have provided 
little succour. 

The pressure on margins is being felt 
at the dealer level too. "Earlier we made 





(Volume growth 96 YoY) 
50.60 






B Segment 


C Segment 








2000 2001 2002 


x | Prices have not risen 
x Model 
` Maruti Esteem 


` Prices (ex-showroom, Delhi) for base models 
| Figures ir in PS ko 


EMI 


| B Segment (3-yr.) 
_ Hyundai Santro 


Tata Indica 


| Maruti Zen 
| C Segment (5-yr.) 
; Hyundai Accent 


| Ford ikon 


Honda City 


Mitsubishi Lancer 13, 


| EMI caiculated for 85% of ex- CRo price as per 


i advance EMI scheme PES, in Rs 


some money in sales, but now...," says 
Rakesh Thapliyal, sales manager, Hans 
Hyundai, a Hyundai dealer in Delhi. Of- 
ten he has had to give away his margin 
of 3-596 as discounts, in cash or kind, to 
keep stocks moving. 

But the narrowing of the price gap 
between the B and the C segment cars is 
just one of the drivers of C segment 
sales. Another very important factor is 
the increasing reach of and level ofinno- 
vation in auto finance. Says Arvind Ku- 
mar, deputy general manager (market- 
ing), Toyota Kirloskar Motors India: 
"Around 60-6596 of Corollas are bought 
on finance." Most other manufacturers 
have similar figures to show. And the 
auto loan industry has grown from 
about Rs 10,000 crore in 2000-01 to 
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41.78 | 


6.26 | 


2003 





about Rs 18,000 crore in 2002-03. 

There are a number of reasons for 
this. For one, many of those who had 
taken car loans around the time the B 
segment cars were launched five years 
or so ago are ready to upgrade. Second, 
new schemes (like ones in which the in- 
stalments increase over time) have 
come into being. Third, interest rates 
over the same period have fallen from 
16%-plus to around 9.5%. “Today, the 
EMI (equated monthly instalment) dif- 
ference between a B segment and a C 
segment car can be as narrow as Rs 
1,000-1,500,” remarks G. Sanjay, mar- 
keting manager, Honda Siel Cars. 

Finally, according to P Balendran, 
vice-president (corporate affairs), Gen- 
eral Motors India, “a good launch strat- 
egy and timing are important" for push- 
ing C segment sales. This is a segment 
which attaches a premium to new prod- 
ucts. To most buyers of these cars, tried 
is tired. So the company needs to keep 
the buzz around a product going. New 
versions, new models, upgrades, re- 
designs, tweaks, events around the 
product, all to retain the shine. Acquire 
a customer and keep her’, seems to be 
the mantra. While ads can help in the 
first, for the second one needs the after- 
sales system. According to Vikas Bali, 
principal, AT Kearney India: "Keeping in 
mind that the one-time cost of acquir- 


: ing a buyer is very high, customer ser- 


viceis becoming extremely important." 

So where does the market go from 
here? Will there be a boom? No, says 
Arindam Bhattacharya, vice-president, 
Boston Consulting Group. Faster 
growth? Yes, he says. A boom would re- 
quire far more people to upgrade from 
the B to the C segment and first-time 
buyers to go for C segment cars. That, in 
turn, would imply that a structural 
change in demand is taking place. 

For such a thing to happen is not al- 
together impossible if we are to believe 
the National Council of Applied Eco- 
nomic Research (NCAER). According to 
a report published by it, the population 
in the high-income and upper middle 
income group combined is likely to in- 
crease by approximately 15 million by 
2006-07. That should give consumerism 
a push like it has never received before. 
And it could be just what is needed to 
drive the C segment onto the high- 
growth path to high volumes. B 
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The Swiss MNC is poised for a tussle with Indian 
pharma companies over a cancer drug EMR 


GAURI KAMATH & 
GINA S. KRISHNAN 

NDIAN firms legiti- 

mately marketing can- 

cer drug imatinib mesy- 

late are not planning to 
withdraw their products 
even though Swiss pharma- 
ceutical MNC Novartis has 
been granted the exclusive 
marketing rights (EMR) for 
it. It will be up to Novartis to 
enforce the EMR. 

Cipla is one of the Indian 
companies that market imatinib mesy- 
late. Cipla joint managing director Amar 
Lulla says: “So long as no one ap- 
proaches us to take our drug off the 
market, we won't. If they move against 
us, we'll defend ourselves.” His view is 
echoed by a senior executive of Natco 
Pharma, which also sells the drug. 

But Ranbaxy is more cautious. “We 
are evaluating the issue. If we feel that 
(the Novartis EMR) is fine, we would 


A drug can be granted an EMR if.. 


stop marketing the drug,” 
director Malvinder Singh. Ranbaxy has 
been strongly in favour of intellectual 
property (IP) protection norms and 
would not wantto be seen flouting them. 

Industry experts say a patent appli- 
cation on imatinib mesylate was first 





says regional | 


filed in 1992 while an EMR can be | 
granted only for applications made for | 


the first time on or after 1 January 1995. 


It is believed that the EMR has been | 


given for a polymorph of imatinib that 
Novartis sought to patent in 1998. (Poly- 
morphs occur when a chemical com- 
pound exists in nature in more than one 
structural arrangement). The Indian 
firms will contend that a polymorph 
cannot be granted an EMR since this is 
not a new product. Industry lobby In- 
dian Pharmaceuticals Alliance (of 
which Ranbaxy is a part) may write to 
the government soon on this issue. 

S.N. Maity, controller general of 
patents, said his office had approved an 
EMR for a "betacrystalline 
form” of imatinib. In that 
case, says G.G. Nair, a patent 
consultant, even if the EMR 
is valid, Indian firms sellinga 
different form of imatinib 
should be allowed to do so. 

Novartis says it will de- 
fend its rights. "The patent 
office has taken two years to 
grant us the patent. It has ex- 
amined all issues and we 
have satisfied each criterion 
before we got the EMR,” says 
Ranjit Shahani, vice-chair- 
man & MD, Novartis India. 

According to R.A. Shah, senior part- 
ner at law firm Crawford Bayley and 
Company, Novartis could choose to an- 
nounce its exclusivity through a public 
caution notice. If companies fail to with- 
draw their copies, it can send warning 
letters to each, and if they still don't, it 
can file suits against them. 

Meanwhile, everyone is waiting for 
the official gazette notification that No- 
vartis has got the EMR approval. = 
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Say Cheese! 


Celebrating the success of IT's biggest exposition in the East. 
A big thanks to all our sponsors, speakers, delegates, exhibitors and 
everyone who helped make Infocom 2003 a success. 
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Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 
mahesh@passionfund.com 





If you 
really 
have to 
spend on 
ads, here’s 
how to 
make 
ones that 
work 








| How to not waste 
money on ads 


HERE were interesting responses 
to the last column where I said a 
huge part of advertising spends are 
wasted. A few ad folks questioned 
my credentials and parentage. 
Their rebuttal was ‘Yes, we've screwed up — but 
so have others. 

Marketers wrote to thank me. One talked of 
how he ran a profitable business till he was 
funded — and the funder asked him to spend 
on advertising. At which point, his business col- 
lapsed. A third group wrote from colleges ask- 
ing if advertising really didn't have much ofa fu- 
ture, could I suggest careers that did. 

Virtually every ad guy I've recently spoken 
to has confessed 'I hate this business and am 
dying to get out. Even my ex-copywriter friend 
Shashankas first movie, Waisa Bhi Hota Hai, 
Part II, is about a copywriter who wants to retire 
to the hills. This once-glamourous business is a 
strange industry: imagine one where the largest 
firm is one that used to make coat hangers and 
was called Wire and Plastic Products or WPP 

Afew points did come up, though. One gent 
asked if we could doubt the capabilities of ex- 
perts who spend crores at multinationals. My 
answer: yes. It doesn't take genius to spend 
money. Any fool can do it, and usually does. 

The other point was more interesting. 
‘What do I do to advertise a parity product?’ To 
me, there is no substitute for creating a delight- 
offering product that can create its own fame 
through word of mouth. But if you are con- 
demned to advertise, here are a few cues: 

lil Look at media around you. News of war, of 
congressmen and cricketers who bribe, of mur- 
ders and Rs 20,000-crore scams (bigger than all 
of advertising!) Will your message stand out 
amidst them? Judge everything by this bench- 
mark. Ifit doesn't stand out — don't do it. Again, 
how many ads did you notice in this magazine 
as you meandered to this page? 

@ The standard agency answer to this is: buy 
more expensive space, or buy more or longer 





| TV spots. Nonsense. The first job of your ad is to 








be noticed, in whatever space or time it is on. 
li With these points in mind, your ad comes 
down to four things. The four Ws, to reinvent 
Kotler. Starting with ‘who’ you're talking to. Age, 
sex and income descriptions make little differ- 
ence now. Know how your target audience 
thinks. Especially, about you. Call it Point A. 
lil Now, move to ‘what’ to say. Advertising is 
about creating or changing perceptions in your 
target about you. What is that one thing you'd 
say to get them from Point A to Point B? 
B The third W, is the ‘way’ of saying it. What's 
the most memorable, word-of-mouth-inspir- 
ing way to get this message across? To use that 
hackneyed phrase, how creative can you get? I 
could blandly say that my phone network is 
wide. Or better, say it goes where you go. Or, 
even better, illustrate it with a dog following a 
child — clichéd props, but handled nicely. 
@ Again, there is no formula. Supposedly 
knowledgeable marketers claim an ad has to 
show a mother, or the target audience, or the 
product or logo. Poppycock. The more the 
rules, the less effective the ad. 
li Two simple guidelines: one, the fewer ele- 
ments in the ad, the better. If you're mandating 
alogo, tagline, pack shot, headline, colour, tes- 
timonial, mnemonic, body copy and mission 
statement, the resulting goulash is sure to suck. 
Avoid. Two, zig when others zag. If other ads 
show kids and dogs, try something else. 
@ The last W is ‘where’ to say it — your media 
selection. Think different from the outset. Most 
make the mistake of thinking in standard units, 
like a quarter page or 20 seconds. Media sellers 
like it as it makes their life easier. 
@ Can you say it cost-effectively by skywriting? 
Or putting people in a glass cage and driving 
them across town? Or doing a conference? Or 
starting a rumour? It's likely to be the biggest 
part of your spend. Save on commissions (the 
standard rate of 15% is already down to 2.5%). 
Pay a flat fee for creative, planning and buying. 
Remember: the safe thing is the risky thing. 
If your ad isn’t noticed, all effortis wasted. & 
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ANA POZA 


vogue 


T IS not easy to meet Charles 

Handy. First, there is the interroga- 

tion by his manager-cum-literary 

agent who closely scrutinises your 

credentials. There is no way you 

can speak to him directly because 
his personal assistant screens all his 
phone calls. 

Even if you come up to scratch, it's 
almost impossible to conduct a free- 
wheeling interview; his publicist and 
business partner sets the agenda. 

You cannot take his pictures either 
— that's the preserve of his personal 
photographer. A careless shot could all 
too easily mar his image, we are told. 

Whatever happened to manage- 
ment guru-turned-social philosopher 
Charles Handy, the prophet who fore- 
told the death of full-time employment 
and the emergence of ‘fleas’ in the brave 
new world of work a full 22 years ago? He 
is the man who scripted the Flea Mani- 
festo, the philosophy of the indepen- 
dent worker who carves out his own 
flexible, innovative niche in a world of 
diminishing employment, at the same 
time that Handy launched himself as a 
celeb flea. 

He was 49 when he chose to turn his 
back on the secure but stifling world of 
the elephant (large organisations), one 
half ofit as marketing executive, econo- 
mist and management educator with 
Shell International and the other half as 
management teacher. In 1967, he re- 
turned from the Massachusetts Insti- 
tute of Technology to design and man- 
age the only Sloan programme outside 
the USat the London Business School. 

Has Handy, 71, now reverted to the 
layered trappings of the elephant world 
where he spent more than two decades? 
Not really, although it cannot be denied 
that he has become a brand, a pricey 
brand that is as much a triumph of mar- 
keting as it is of his flea philosophy. 

The two decades and more of the 
free life have been used to construct a 
unique portfolio life for the guru and his 
wife, Elizabeth. It is Elizabeth Handy, 
portrait photographer, who doubles up 
as his partner, personal assistant, publi- 
cist, literary agent, et al, and directs the 
course of his working life, right down to 
the choice of media interviews. 

For a neatly apportioned six months 
of the year, that is. That's when the 
Charles half of the Handys gets down to 


Photograph: ELIZABETH HANDY 





, management guru and the high priest of fleadom 


serious work — whether it is writing a | 


book, lecturing, broadcasting or offer- 
ing consultancy. The other half of the 


year is devoted to wife Elizabeth's inter- | 


ests. Then Handy pitches in to promote 
his wife's late-found career as a photog- 
rapher — from driving her to assign- 
ments, holding the light diffusing um- 
brella and also taking charge of the 
cooking at home. 


| 


"I wanted to avoid a segregated mar- | 
riage at all costs when I decided to be- | 
come a flea,” says Handy who laments | 
that the Industrial Revolution destroyed | 


the concept of husbands and wives and 
even entire families working together. ^I 
don't believe it is necessary for couples 
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to spend their working life apart.” 

Living practically in each other's 
pockets could, to some people, appear 
as stifling as the organisational prison 
that Handy fled. But the engaging au- 
thor of The Elephant and the Flea con- 
fesses that he is more than happy to 
leave the business part of fleadom to the 
formidable Elizabeth. It is, he insists, 
an arrangement that makes both of 
them happy. 

Handys fans might have a different 
view on this partnership. His new ma- 
trix for chunking life and work has re- 
sulted in some avoidable excesses. Like 
The New Alchemists, a photographic 
and literary portrait of Londoners who 


2 





"created something out of nothing" and ` 
more recently, Reinvented Lives, which | 
celebrates 28 women who have turned | 
60 and have overcome a variety of per- 
sonal and professional challenges to 
embark on new careers. 

Perhaps these are minor digressions 
for the high priest offleadom whose car- 


one needs to change and reinvent | 
themselves to avoid death by FO 
cency. Irish-born Handys forte is look- 
ing ahead at the ways society and its in- 
stitutions are changing and, thus, 
turning individual lives upside down. 

In 1981, Handy predicted that in 20 
years time, less than half the working 
population of Britain would be in con- 
ventional full-time jobs; the rest would 
be either self-employed, or part-timers 
or even out of paid employment alto- 





“ae the fleas — 
innovative 


individuals 
working on 


dinal principle is reinvention — for both | 
organisations and individuals. Every- | 


gether. People would need to lead a | 
portfolio life — putting together differ- 
ent bits and pieces of work fora collec- - 


tion of clients. Everyone laughed at him. 


That was at the height ofthe Thatcherite x 
boom. The doctrine of enterprise and | 


self-reliance held out the promise of 


that guaranteed full employment. 


As it turned out that was an illusion | 
that crashed in the wake of massive job | 


guarantee 


jobs for all; if not, there was always the ` 
socialist state to fall back upon, a system | 


lifetime jobs. 


their own — 
will be able to 
survive the 
brave new 
world of work 
because the 
elephants (large 
organisations) 
can no longer 


Cup od 


by Latha Jishnu 
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. scient. By the year 2000, only 40% of the 
| workforce in the UK was left in full-time 
. contracts. The soft-spoken Handy is not. 

_ gloating over this. What worries him is - ux 
that even now few people are preparing - —Ñ 
themselves for the life of a flea. "People 
_ now live longer and work at least a 
| decade more but I see very little indica- 
| tion that professionals are aware of what 
. awaits them." 


Careers, quite noticeably, are getting 


| shorter and it is almost inevitable that 


"for the last 20 years of everyone's work- 


| ing life they will be fleas”. The latest fig- 
ures of unemployment put out by the 
. International 


Labour Organisation 
(ILO) should lend some urgencyto what — 
Handy is saying. The futureofworkisin- | - 


. deed bleak, with an alarming 180 mil- 
. lion people unemployed worldwide. In 
. just one year, the number of those out of 
_ work, the ILO says, has shot up by 20 
. million, bringing the jobless rate to 6.5% 
| of the global labour force. 


In Asia and the Middle East, where 


| there are no reliable statistics because 
! governments do not dole out unem- 
| ployment benefits, unemployment is 
, more widespread and invisible. In short, 
| the faint writing on the wall that Handy 
| read in 1981 is now in blazing neon. 


So what is the way ahead? Train to be 


. aflea, advises Handy, 


A fleas life is tough. You need a 


_ saleable skill, you also need to market it, 
. or get someone else to handle that part. 
. You would also need to reinvent your- 
| selfseveral times over. It's also a future of 
uncertainty and fear. 


“It's risky being a flea. You can't al- 


| ways be sure of new contracts, new as- 
. signments. You have to accept that there 
_ willbe less money,” cautions Handy. 


In short, all of us have to take charge 


_ of our own lives, change our working 


habits, lives and careers every six 
to seven years. 
The pace is 
quickening, and 
its primarily on 
account of tech- 


nology. While 
there are many 


who would become 
extremely success- 
ful fleas, there will be 
a larger number of 
those who will not be 





cvogue 


able to cope, however much govern- 
ments may try to plug the holes by 
equipping the laggards with new skills. 

At the recently concluded Ad Asia 
2003 in Jaipur where he was a special in- 
vitee, Handy said he was worried there 
was so little discussion about the future 
of work. Nobody was paying attention 
to the law of disappearing middles — 
the disintermediation that is swallow- 
ing up the middle segment of whole 
swathes of industries. For instance, in 
the case of book publishing, the only 
certainties are the beginning and the 
end: the author and the reader. Every- 
thing else in the whole chain of distribu- 
tion can now be bypassed thanks to 
technology. 

Yet, there was very little focus on this. 
Advertising, in particular, is notorious 
for its short careers and it was, therefore, 
disconcerting to find professionals 
oblivious to the challenges ahead. 


In Handy's cosmos, both elephants | 
and fleas need to co-exist. Elephants, of | 
course, are the established organisa- | 


tions, lumbering entities in business, 
government or the voluntary sectors 
that have a settled way of doing things. 
Elephants have formalised systems and 





routines. They offer scale and efficiency 
and to increase these qualities they are 
currently mating at a frenetic pace, be- 


lieving the size is the safest bet in a tur- | 
| Spirit and sometimes, the price is too 
But elephants, he says, need fleas — | 


bulent world. 





CHARLES HANDY 


Charles Handy with 
wife Elizabeth 





start and keep growing on a second tra- 
jectory of growth even as the earlier one 
is fizzling out. “Organisations are a bit of 
a prison. They stop you from being a free 


high, but I say thank heavens for organi- 


to keep them alive, to help them makea | sations because they bind us together." 


Handy tips for India 


Handy is honest enough to 
admit that even though he cel- 
ebrates the independent life, 
he does so with some reserva- 


many things are becoming possible. It is a nation where a lot of developments are tak- 
ing place. 

It is, he says a hopeful area which can benefit so much from the spirit of enterprise that 
capitalism unleashes. And yet, “don't repeat the mistakes of Western capitalism here", 
pleads the social philosopher who tends to sound as Bolshie as campus radicals. 

India needs to avoid the selfish capitalism of the US. "You need to make sure the gap 
between the rich and poor doesn't widen." This is the author of The Hungry Spirit, which 
was a critique of capitalism. 

Right now, it is important for Indians to get worked up. "They should be really, really an- 
&ry about corruption, about government inefficiency." This is a lazy democracy. People 
should push the government to make sure that democracy, along with capitalism, works 
for everyone. 

Handy, who visited Kerala a couple of years ago to see how global capitalism was work- 
ing in God's Own Country, believes that the state is following the wrong model of capital- 
ism. The individualist Anglo-American type of capitalism will lead the Keralites to seek their 
future away from the state. The guided capitalism of the Singapore variety, on the other 
hand, would make them hitch their fortunes to their land. But for that to happen it would 
need an alchemist with the passion and vision of Lee Kuan Yew. Sadly, says Handy, al- 
chemists are rare in Kerala. 

In case you are wondering why Handy is interested in India and makes regular trips 
here, there is a link. His family had officers in the old Indian army and his aunt worked as a 
medico in a mission hospital in Hazaribagh, Bihar. But it is the new India of interesting pos- 
sibilities that fascinates him. 


I NDIA, for management guru Charles Handy, is an exciting stage. It is a country where so 
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tion. He sings its virtues not be- 
cause it is the ideal but because 
it is inevitable for many people. 
In fact, a world full of fleas and 
small organisations, confesses 
Handy fills him with dread. It is 
a sure path to selfishness, pro- 
motion of greed and a com- 
plete lack of community feel- 
ing. The dark underside of a 
flea-ridden world is the threat 
of the selfish individual. 

Handy is acutely aware that 
the independent life is prone to 
selfishness and is a "recipe for a 
very privatised society". Be- 
cause fleas do not belong to 
any formal community and 
lead a life without belonging 
properly to anything, a world 
overrun by independent fleas 
and small enterprises can be- 
come an amoral world. 

We cannot forget that fleas 
ultimately are parasites. m 
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I am reading CREATION OF PAK- 
ISTAN by Justice Syed Shamim. It is 
after a really long break that I have 
managed to pick up a book. Justice 
Shamims book talks about how 
Pakistan was formed. I prefer read- 
ing books that have some kind of 
political message. The other option 
is to go in for books that are work- 
related. I do like books about the life 
and times of famous individuals. 
That's something very close to my 
heart. Among the ones I remember 
are Jack: Straight from the Gut by 
Jack Welch and Dare to Dream: A Life 
of Rai Bahadur Mohan Singh Oberoi. 
I read mostly while travelling. E 


ALERT 


Autumn of the Moguls 
By Michael Wolff (HarperBusiness) 





* MARTIN Wolff's failure 
to make it big during 
the Internet boom 
resulted in fame — his 
chronicle of failure 
resulted in a best- 
selling memoir Burn 
Rate. He also reinvented himself 
as a media pundit, and became 
the guy who was invited to every 
party in town (New York). This 
book, subtitled My Misadven- 
tures With the Titans, Poseurs, 
and Money Guys Who Mastered 
and Messed Up Big Media, is 
based on one such party: an in- 
dustry conference where he's 
assigned to interview Rupert 
Murdoch. The result: a gossipy 
book on all the media big guns. 
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ABHEEK BARUA 











ESPITE a large body of re- 
search in both areas, the link 
between corporate gover- 
nance and economic devel- 
opment has seldom been 
emphasised. The reason is, 
perhaps, the fact that development and 
related policy issues have historically 
been construed to be the domain of the 
state where corporate or business 
activity has, at best, a peripheral role. 
The notion of corporate governance 
has, on the other hand, been narrowly 
defined in terms of the mechanism that 
aligns the interests of the management 
of corporations with the larger body of 
its shareholders. 

Corporate Governance, Economic 
Reforms and Development attempts to 
transcend these narrow defini- 
tions. The book is a collec- 
tion of essays set out as 
chapters that focus on the 
link between corporate 
governance issues and de- 
velopment in a post-re- 
forms Indian scenario. The 
chapter format gives the 
book a sense of continuity 
— each essay appearing to 
be a part of a logical se- 





SELECTION 


A knockout of 
a tribute 


Reforms & 





HE legend sure deserves a tribute of | 


this kind even if the title GOAT, 
meant to be a clever acronym, seems 
like a send-up. GOAT stands for 
Greatest Of All Time and ergo, GOAT — 
A Tribute to Muhammad Ali. 

If the title doesn't, the price will 
sure get your goat. The regular edition 
is a stunning $3,000. That's for the 
9,000 ordinary fans who are expected 
to pick it up — and that's the other 
problem: how do you pick up a book 
tipping the scales at 34 kg? — when 
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quence of analysis rather than a 
stand-alone piece. It is a mix of purely 
analytical pieces and empirical work set 
in the Indian context. 

Co-editor Darryl Reed goes to great 
lengths to explain why the connection 
between the two spheres is becoming 
increasingly critical. At a fundamental 
level, the advent of globalisation and the 
concomitant rise of market economics 
have much to do with this. The rise of 
market forces implies that the state is 
taking a backseat in all spheres of eco- 
nomic activity including development 
and, therefore, creating space for pri- 
vate enterprise in the process. Thus, 
there is a growing need to align the mo- 
tivations of corporate enterprise with 
broader developmental objectives. 

In a brilliantly written first chapter, 
Reed examines the historical backdrop 
of development strat- 






CORPORATE 
GOVERNANCE, 
ECONOMIC 
REFORMS AND 
DEVELOPMENT 


ihe Indian Experience 
Edited by Darryl Reed 
' and sanjoy Mukherjee 
Oxjord University Press 
"70 


rages 


price: hs 399 


the book hits the stands this month. 
The deluxe version or Champ's edition 
(limited to 1,000 copies) is a punch in 
the solar plexus — it costs $7,500. 

But then publishers TASCHEN America 
say they have produced a tribute like 
no other. 

It took four years to put together 
the 20"x20" heavyweight containing 
3,000 photos and 800 pages of 
archival material, graphic 
artwork and articles 
and essays — 
many 
previously 
unpublished — 
that bring alive 
six decades of 
Ali's life. It's a 
dazzling collection, 






















egy and identifies two broad paradigms, 
import-substituting industrialisation 
and export-led industrialisation. Both, 
he finds, involve a heavy dose of govern- 
ment intervention and have fostered 
similar structures of industrial organisa- 
tion (South Korean chaebols, for in- 
stance, are similar to India's family- 
owned conglomerates). However, the 


efficacy of both models in delivering the | 


desired results has been called into 
question, thereby facilitating the adop- 
tion ofa ‘third way’ — a model of freer 
private enterprise guided by the Anglo- 


American model of corporate gover- | 


nance. Its key characteristics are a “sin- 


gle-tiered board structure, a dominant | 


role for financial markets and, corre- 
spondingly, a weak role for banks and, 
finally, little or no industrial policy in- 
volving firms cooperating with 
government agencies". 

In an environment of increasing 
globalisation, there are marked tensions 
between the emerging corporate 
philosophies or strategies and the 
broader developmental goals. As one of 
the contributors, Anup Sinha argues 
that greater international integration 
brings with it greater freedom for firms 
in the core decisions they take and also 
expands their global reach. However, it 
also fosters much greater uncertainty in 


all right, with Ali’s own insights, 
wtitings and drawings, along with 
reproductions of fight posters and 
classic memorabilia. 

Taschen roped in Ali himself and 
those members of his inner circle, who 
have been closest to him over the 
years: from managers and key ringside 
cornermen to friends, family and 
children; from spiritual advisers to 
broadcasters, essayists and journalists, 
Truly, a work of epic proportions that's 
worthy of Ali's achievements. 

Here's the punch line: all 10,000 
copies are individually signed by Ali and 
artist Jeff Koons who was specially 
commissioned to give the man who 
danced liked a butterfly and stung like 
a bee three decades ago a more 
contemporary edge. = 
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The good 
and the bad 


a plea to the Indian public 
and scientific establishments 
to pull up their socks. It's a 
history of Indian science — 
the subtitle is The Indian Scientist 
from Vedic to the Modern Times — 
peppered with Narlikar's comments 
about the country's strengths and 
weaknesses. He writes about what we 
should take notice of in ancient Indian 
science and mathematics and, more to 
the point, what we should not. He 
thinks, for example, that the 





DARRYL REED is associate professor 
of social science at York University, 
Toronto 


SANJOY MUKHERJEE is with the 
Management Centre for Human 
Values at the indian Institute of 
Management, Calcutta 


the business scenario faced by corpora- | 


tions. The response to this set of 
changes is by no means unambiguous 
—itcan and has in many cases led to the 
evolution of a corporate ethic that is 
self-seeking and devoid of any serious 
moral agency’, according to Sinha who 
cites the Enron example here. The idea 
is to stem this form of negative and 
short-term response and align larger so- 
cial and economic interests with the in- 
terests of the individual enterprise. This, 


he claims, is the real objective of any | 


programme of economic reforms. 

Of the empirical essays, Jairus Ba- 
naji's essay on 'institutional investors 
and nominee directors' stands out. Ba- 
naji examines India's two major ‘codes’ 
of corporate governance: the Sebitede 
formulated in 2000 by the Kumara Man- 
galam Birla committee and the Confed- 
eration of Indian Industry code written 
earlier. His essay, based on approxi- 
mately 160 interviews with a cross-sec- 
tion of bankers, fund managers and 


HE SCIENTIFIC EDGE by 
Jayant V. Narlikar is really 


B Sa pa AH nene pA Rr tar ioa SA eel bed nce nee 
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Ma. He draws heavily o 
astronomy to prove his points. Narlikar’ s 
arguments are flawless and significant. 
for modern India, but his writing is dull. 
The book (published by Penguin B Books 
India; pages: 216; Price: Rs 250) is not 
easy to read, but it's worth reading, BË 


NOTED SOME gest uet susie pecans LOSSES EN IRE Sage aaah eee tat tuor nsus titt TESS REA SAO PS Aero tii nie ets sinter 


company managers, attempts to under- 
stand the efficacy of these codes given 
the nuances and peculiarities of the In- 
diansituation (thelarge representations 
of nominee directors from financial in- 
stitutions, for instance). Banaji provides 
a useful international perspective by ex- 
plaining the structure of the UK's Cad- 
bury report. Written in 1992, the Cad- 
bury report provided the blueprint for 
other international canons of gover- 
nance, including the Indian codes. Us- 
ing the report as a benchmark, Banaji 
explores the significant deviations in the 
Indian norms from the best practices 
suggested in the Cadbury report. 

Ashish Bhattacharya provides a use- 
ful review of financial reporting prac- 
tices in India and documents the at- 
tempts by different interest groups to 
thwart attempts to improve financial re- 
porting standards. He identifies the de- 
sire of Indian firms to access foreign 
capital and the rise of 'knowledge- 
based' companies as the key drivers of 
the recent changes in disclosure norms. 

On the whole, this is a well-written 
and extremely topical compendium 
that should interest academics as well 
as practitioners in their various fields. @ 

Abheek Barua is senior economist, 
Crisil Centre for Economic Research 





sine, but dismisses 

7 references to technology in 
ancient myths as mere. 

imaginings of the writers. He 

dismisses: astrology, praises 

. Raja Ram Mohun Roy for his 

scientific time ere is an 
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"| Advances in kleptocr Cy 





HE videotape of Dilip Singh Judeo, the 
Bharatiya Janata Party leader from Jhark- 
hand, raising stacks of currency notes to his 
forehead and comparing them to God made 
rivetting viewing. The glasses of drinks that 
accompanied the transfer ceremony gave the distorted 
and poorly focussed pictures a filmi quality. The hero's 
record of washing deconverted adivasis' feet in a cocktail 
of cowdung and cow's milk gave the story its drama. That 
this champion of Hindu revivalism happily took a bribe 
from a foreign firm belonging to a Christian country gave 
ita nice twist. There are times when journalists can attract 
a Bollywood-size viewership; this was one of them. Of 
course, there was trepidation that those responsible for 
this lese majesté would pay as 
dearly as the Tehelka exposers 
of Bangaru and Jaya — that 
they would soon be reeling un- 
der bogus raids from govern- 
ment agencies and staggering 
under heavy burdens of false 
cases. But then, the perpetra- 
tor, the Sunday Express, has a 
distinguished record of victim- 
isation by the state. It survived 
Mrs Indira Gandhi's massive 
assaults — and its heroic edi- 
tor, one Arun Shourie, rose to 
become minister in the gov- 
ernment of the BJP whose 
leader formed the hero of the 
new spectacular. Such are the 
ironies of public life that make 
journalism worth living for. 
Politicians are not famous for their forgiving qualities and, 
maybe, retribution is on the way; after all, if the deputy 
prime minister wondered publicly who the perpetrators 
of the coup were, they are unlikely to be ignored. But those 





who seek the rewards of grand publicity must bear the risk | 


of political wrath. 

The calm that has ensued is ominous; but far more 
disturbing than this is the reaction ofthe ruling party. Not 
a single leader was embarrassed, let alone ashamed. No 
senior leader even administered Judeo a slap on his wrist. 
Anyone watching the party would have thought that tak- 
ing bribes was its daily business. The party brazened it out 
— and that included its top leaders like Atal Bihari Vaj- 
payee and Lal Krishna Advani whom no one would dream 
of finding with a hand in the till. Would ones dreams come 
true? That is the nightmare that must haunt us all. 

For breaking into state vaults is not an isolated case in- 
volving just a junior minister of the BJP. There was an 
equally devout minister, this time of the Congress, who 


Anyone watching the BJP 
after the Judeo episode would 
have thought that taking 
bribes is its daily business 








had propitiated his god with piles of money in his praye 
room; his name was Sukh Ram (though, at least, the Con 
gress was embarrassed enough to throw him out — int 
the BJP’s lap as it turned out). Ironically, he was Aru 
Shourie's predecessor in the ministry of telecommunica 
tions. Then there is the Rs 11 crore the CBI has frozen ii 
the accounts of Mayawati, the just deposed chief ministe 
of Uttar Pradesh. That is peanuts compared to Jay 
alalithaa's Rs 66-crore case of disproportionate assets jus 
transferred to Bangalore by the Supreme Court because i 
no longer trusted the Madras magistrate in charge. An: 
these estimable ladies must be fulminating in righteou 
indignation that they must be hauled up for collectin 
peanuts when the Punjab vigilance bureau has accuse: 
the former chief ministe 
Parkash Singh Badal of havin 
expropriated Rs 4,326 crore. 

When we Indians canno 
do anything else with an out 
rage, we make a spectacle of ii 
There are many Indians wh: 
earn an honest living, wh: 
work for their country anı 
make a small name in th: 
world, who abide by the lav 
and pay their taxes. They mus 
wonder what sins they com 
mitted in their previous birtl 
that they came to be ruled b 
covetous scamsters. Kapil Siba 
once said that if criminals go 
elected to the legislatures, i 
was the electors that were re 
sponsible — that criminals hac 

a better chance of getting elected than honest people. Bu 
| the reader of this magazine will want to shout, she neve 
| voted for a criminal; she never even asked that he shoul 
| be allowed to stand. Political crime is a game ofthe politi 
cians, for the politicians and by the politicians. 
| So, may we suggest, the reaction ofthe BJP to the Jude 
episode is inappropriate to put it mildly. He should not b: 
in politics. The least that the party can do is to expel him. | 
must be worried that if it does so, Judeo will set up his ow 
party and steal a dozen of its seats. But a dozen seats are: 
small price to pay for self-respect. 

And even that price would not have to be paid if thi 
major parties got together to eliminate criminals in thei 
midst. Criminals do not win on their record; they win be 
cause of an organisation behind them. Let the Congres 
and the BJB the TDP and the CPM resolve together tha 
they will not lend their organisations to the enemies of thi 
nation. They — we mean the enemies — should be be 
hind bars, not in legislatures. a 
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Every single Wills Navy Cut cigarette 
now bears the quality mark of WD & HO 
Wills. It's the sign of legendary quality, which 
already appears on your pack. Guaranteed to 
give you the same great taste that makes Wills 


Navy Cut the favourite choice of millions. 
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Joy of Innovative Tech nology What's more! Our unique Soft Hand-off technology ensures that 


60,000 kms. of Optic Fibre backbone, 2800 Base Transceiver our customers stay connected even while they are on the move 


Stations (BTSs) and our advanced Ring & Mesh architecture: across locations. All a part of a unique Reliance network coverage. 





Technology at its best to empower millions of our customers To improve the life of every Indian using the benefits of 


Soft Hand-off Technology. 
across 700 towns to stay connected with each other at all times. | Another first from Reliance. | advanced technology, that's the Reliance promise. 
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The leader brings you the Joys of Innovative Technology. You can experience the Joys of RIM. n la O I e 


Simply call 3033 4343. Kar Lo Duniya Mutthi Mein 
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WebSphere Business Integration is far and away the leading integration software for the on demand 
era. Open and flexible, WebSphere lets you model, integrate and manage all of your business 
processes. WebSphere delivers an infrastructure that quickly responds to change, meeting 
business demands, on demand. For an Integration InfoKit. visit www.ibm.com/websphere /seeit. 

For more information, or to meet our representative, call 1600 33 8022. 

(O business on demand software ~ 


IBM, WebSphere, the e-business logo and e-business on demand are registered trademarks or trademarks of International Business Machines Corporation in the United States and/or 
other countries. Certain information contained within this advertisement is based on results of the Winter Green Study. "Application Integration Executive Summary 2003." ©2003 Winter Green 
Research, Inc. 22003 IBM Corporation, Ati ttghts reserved. 
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Restore the glory 


1 Mumbai had all along been a 


world-class city with a cosmopolitan ; 


outlook until the advent of the 
trade-union movement in the late 
1970s and early 1980s. The city 
was torn apart in this tug-of-war 


between the trade-union and the political 
leaders. It broke the back of Mumbai's economy's, the 






textile industry. Other major industries shifted out of the city Eana a 
similar predicament. After the recent recession and massive job cuts, 
the current political power is trying to restructure the city’s economy. I 
wish them luck in their endeavours to revive Mumbai's lost glory. 


S. Nagaratnam, Mumbai 


—. 


PROTECT CONSUMER'S RIGHTS 

I have been regularly following your 
coverage of Metro, the German cash- 
and-carry mart (‘We Have Not Flouted 
Any Rules, BW, 1 December). But 1 am 
surprised that your magazine has not 
come out in support ofthe vast number 
of consumers who will benefit from 
Metros offer of quality goods at reason- 
able prices. How does it matter towhom 
Metro is selling its products to — to the 
consumers or to the retailers? In this age 
of free market, there is no place for the 
archaic Agriculture Produce Marketing 
Committee Act. The government 
should not give in to the demands ofa 
few unscrupulous traders and take a de- 
cision considering the collective inter- 
est of producers and consumers who 


are in the majority and are also likely to | 


be affected the most? 
Venkatraman, Via email 


UNFAIR PRIVILEGE 
I appreciate the viewpoint put forth in 
this article, but I totally disagree with the 
author's criticism of commerce minister 
Arun Jaitley over the Cancün fiasco (‘A 
Tale Of Two Countries’, BW, 1 Decem- 
ber). The friction between the World 
3 Trade Organiza- 
tion members is 
primarily due to 
agricultural is- 
sues and it 
would be wiser 
to remove agri- 
culture from 
the WTO's 

purview. 
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Agriculture is the only source of liveli- 
hood for over 2 billion people in devel- 


| oping countries, who can be easily over- 


run by corporate farmers of the US. To 
protect the interests of these 
underprivileged farmers, the policy de- 
cisions on agricultural issues cannot be 
left at the mercy of a few developed 
countries, where not even one-tenth of 
the population is dependent on agricul- 
ture for their livelihood. 

Raj Gadasalli, Via email 


| DON'T INTERFERE! 


The government should steer clear of 
the CAT controversy, even after it is re- 
solved. The Indian Institutes of Technol- 
ogy (IITs) and Indian Institutes Manage- 
ment (IIMs) are the only face-savers of 
the Indian education system, especially 
at a time when education standards at 
the university level have hit rock-bot- 
tom. The point being raised by the gov- 
ernment that IIMs have very high fees 
and, hence, economically backward 
students cannot afford it is not justified. 
Most banks are more than willing to ex- 
tend loans to IIM students. I would 
request human resource minister Murli 
Manohar Joshi to not interfere in the 
IIMs’ entrance examinations. The stu- 
dent community in India will not for- 
give him ifhe messes up the few remain- 
ing symbols of academic excellence 
in India. 

Rahul lyer, Via email 


I Lettere can also be sent to 
| editor&bworldmail. com 
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See faster decisions. 


See lower costs. 
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COVER STORY 


Diversity 
rules 


For some, variety is the spice of 
life. But for Indian television 
broadcasting, it may be life itself. 
It needs variety in programming, 
in signal distribution, in pricing. 
And the first to bring about that 
may be a telecom operator. 





| Recap There is a fatal flaw 
in the way TV has grown — it 
looks at only TRPs. 


Reaping riches Telecom 
operators may take the lead in 
seeding the pay TV market. 


Interview: Harold Vogel 
The world's best-known expert on 
media speaks on the future of TV. 


The numbers say it all 
All you wanted to know about TV, 
but didn't know where to look. 





Imaging: SATYAJIT DATTA 





HSBC: The Unlikely 





The inside story on j 
how HSBC Bank 
went about acquir- 
ing a 14% stake in 
UTI Bank and what it 
means for the British 
multinational. 


HSBC India chief » 
Niall Booker 


Predator Wins The Day 





Retail will India overtake China as the hot outsourcing 
destination for foreign retail chains? 


BPL Mobile the telecom player may look at hawking | 
the 49% stake it picked up from AT&T to other telcos. 
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Patents Now Indian drugmakers need to enter the 


, term patent linkage' in their dictionaries. 


Insurance sahara gets the nod to enter insurance — 
finally. Among the first to apply, it will now be the 27th player! 


BPO Buzz More and more BPO outfits head inland 


in order to solve their problems of high attrition. 


Dilmah Tea bars may replace coffee shops as the 
hangouts of choice ifthis Sri Lankan firm has its Way. 


Java Green Reliance Infocomm has found a new 


line of business — food and beverages. 


E Er NE 
Kashmir Can the pro- A: POK > 





| posed Srinagar-Muzaffarabad eru n US s e 2 
bus link help end the conflict merus NS H 
between India and Pakistan? C rd 

Will the bus route across the » (E m Soe 
LoC need checkposts? i ANDA 
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IN DEPTH 


se Investment: The 


Drought Is Over! x 


Chants ofa revival in investments 
are resounding through India Inc. 
again. And though the govern- 

mentis still ahead, there's re- 
newed energy in the services 
sectors. However, is the recovery 
for real? And can it be sustained? 
Businessworld and 
ProjectsToday.com find out. 


36 | Participatory notes The market regulator is not 
the least bit happy at the way hedge funds are entering the 
market through the P-route. Are its fears baseless? 


IN VOGUE 


74| Averting Death By 
| PowerPoin 








x 

I 

i 

x 

| 

x 

| 

l 

| 

| 

| 

| 

i 

i 

| 

| 

| 

| 

| 
Want to stop boring your audi- | 
ences with bad presentations? | 
Want to save your firm millions of | 
dollarsintimespentonthisand | 
other electronic sins? Dave Paradi, _ 
who helps avoid ‘death by Power- 
Point, tells you how. | 
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78 Bookmark For all those worried about a less secure 
world, here's vintage Bruce Schneier in a new bottle. He drops 
his tech-heavy concerns and broadens his horizons. 


COMMENT 


34 Ashok V. Desai By banning third- 
party imports of gold, the Reserve Bank of India 
is lining the pockets of the well-connected few. 





THAT'S IT 


62 Mala Bhargava Most digicams take 
a bit of both still and moving pictures. But the 
Samsung SCD 5000 does it better than most. 





4 FEEDBACK 
65 CASE STUDY 
80 BW OPINION 


Cover Design: Satyajit Datta 
Photograph: Hemant Mishra; Location courtesy: Star india 


x Whatlies ahead 





| can force millions of viewers across the country to buy costly 





| come the global experimenta- 


| periences. That would require a 


FEW months ago, when the government was _ 
trying to push the conditional access system 
(CAS) down everyones throat, we said itwill not 
work. And it didn't. It didn’t require too much in- 
sight to see that in a democracy, no government 





set-top boxes so that broadcasters can charge them more and 


| advertisers can target them better. 


However, the logic of'addressability' — of being able to deliver 


| differentiated television content to those who want to pay for 
| it — still stands. And that is where the future of television lies, 
| asSenior Editor Vanita Kohli-Khandekar argues in this cover 


package. To get to that future though, broadcasters willhaveto ` : 
think beyond blaming cable operators. They will have toin- ` 









| vest in building new delivery mechanisms that address the ^^^. 
| problem. Because if they don't, 
| someone else will — and it will 
| most likely be the telecom oper- 
| ators. Either way, Indian televi- 
| sion is headed for interesting 

times. With the variety and size 


that the Indian market offers, it 
even has the potential to be- 


tion ground for new viewing ex- 


lot of creative thinking on the 
part of broadcasters, telecom 


| operators, cable operators, soft- 
| ware producers and, of course, the policy-makers. 


| There are very few people better suited to write on the future 
of Indian television than Vanita — she has just written the first 
| authoritative book on The Indian Media Business. At Business- 


world, building deep domain expertise across sectors has 


| been our primary focus over the years because we believe that 


is what allows us to help you navigate the future better. This is 


| the fourth BW cover on television this year, and I hope it will 


take your understanding of what to expect a little farther. 


Elsewhere in this issue, read the article on the revival of invest- 


| ment. There has been so much written about the feel-good 
| factor that we decided it is time to put it to the numbers test. 
| The result is encouraging: new investment plans are being 
| worked out across the board, though overcapacity exists in 
| many sectors still. Also, don't miss the piece on how to take the 
| painoutof PowerPoint presentations! 





TONY IOSEPH, EDITOR 
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HSBC-UTI BANK DEAL 


An unlikely 
. predator scores 


SBC's acquisition of a 14.7% 
stake in UTI Bank seems to 
have gone off smoothly but 
it marks the end of months 
of manoeuvring by various players to 
acquire a piece ofthe bank. CDC Capital 
Partners had taken a 28% stake in UTI 
Bank in 2001 with an express aim of sell- 
ing it to a strategic investor with a strong 
brand equity in the Indian market. The 


deal was that by end 2002, UTI itself 


would scout around for such an in- 
vestor. That didn't happen. So in April 
this year, CDC reduced its stake to 
around 20% when UTI Bank issued 
around 7-876 stake to Citigroup Venture 
Capital and Chrysalis Capital through 
an allotment of shares. Either way, CDC 
was supposed to exit the bank by De- 
cember 2003. 

Before that, though, CDC had been 
approached by at least three other suit- 
ors. HDFC's Deepak Parekh was said to 
havebeen hugely interested in the bank. 






Rajasthan 





Saffron sweep in the north 


The anticipated 2-2 draw tumed out to be a Surprise 3-1 result in favour of the BJP. 
Except for Deihi, the anti-incumbency factor seems to have been the overriding factor 


a | BJP w BB Congress 


Tata Finance — they 


However, sources say that Parekh’s re- 
port on UTI had led to sour feelings 
against him within UTI and the govern- 
ment. Parekhs criticism of the govern- 


ment on Gujarat didnt help swing - 


things in his favour either. 

Citibank was also interested. How- 
ever UTI Banks chair- 
man PJ.Nayak, who 
didnt like Citi's suppos- 
edly aggressive man- 
agement style, was said 
to be against bringing 
the bank on board. 

The Tatas also ap- 
parently wanted to pick 
up a 1095 stake. But 
CDC was abit iffy about 
dealing with them 
given the debacle over 


felt that the Tatas repu- 
tation in the banking 
sector had been tar- 









Madhya Pradesh 
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De E i Others Chhattisgarh 
| Source: NIC 
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SATYAJIT DATTA 
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nished. Moreover, the Tatas had refused 
to accept the condition that another 
strategic investor would have to be 
brought in. A little while later, UTI allot- 
ted extra shares to Citigroup and 
Chrysalis Capital. 

HSBC is reputed to have played it by 
the book. They first approached both 
the RBI and UTI chief executive 
Damodaran to make sure that they had 
no objections to the deal. Once those 
two key issues were dealt with, the deal 
was done in about two weeks. 

At first glance, HSBC's acquisition of 
a 14.7% stake in UTI Bank for Rs 90 a 
share seems a bit of a gamble. HSBC 
doesnt get management control. It is 


Niall Booker at a press meet in Delhi announcing the buy 






DINESH KRISHNAN 





dependent on the government remov- | 


ing the 10% cap on voting rights (so even 
if HSBC acquires a larger stake, it has 
voting power on the board equivalent 
only to a 10% stake). 

Meanwhile, the other big sharehold- 
ers in UTI Bank, LIC and GIC, are re- 
ported to have refused to participate in 
the open offer by HSBC to acquire a fur- 
ther 2096 stake in the bank. 

Even HSBC seems to feel that the 
open offer price of Rs 90 per share will 
draw a lacklustre response. "If we 
wanted to really increase our stake be- 
yond 2096, that open offer price would 
have had to be much higher," said Naina 
Lal Kidwai, head of HSBC's investment 
banking business in India. 

Even so, HSBC's gamble, in retro- 
spect, seems to have been one worth 
taking. It would have been thrown into a 
possible bidding war with other con- 
tenders once the government had liber- 
alised norms on foreign investment in 
Indian banks. With this move, if and 
when, UTI (which holds 3396 in UTI 
Bank), decides to exit, HSBC will be a 
frontrunner to grab the stake. And the 
acquisition is a major feather in the cap 
for Niall Booker, HSBC's chief executive 
in India. Asfor CDC, it is laughing its way 
to the bank with a three-times apprecia- 
tion on its investment. iz: 

SHISHIR PRASAD & M. RAJSHEKHAR 


$30 million from India. By January 
2004, it will source merchandise 
worth $250 million from India. After 
IKEA ($450 million) and GAP ($300 
million), Wal-Mart is the largest re- 
tailer sourcing from India. In contrast, 
Target's sourcing numbers from India 
have stayed at $80 million for over a 
decade now. 

Now, like all retailers, it wants to 
make that number grow. The reason, 
most retailers are too dependent on 
China. Take Wal-Mart. It sources stuff 
worth $10 billion from China. Today, 
retailers like it fear that the Chinese 
currency is undervalued by 35%. If 
there is a correction, prices of every- 
thing they sell will rise proportion- 
ately. Hence the focus on India as an 
alternative sourcing base. gu 

M. RAJSHEKHAR 

















VIEWPOINT : TONY JOSEPH 


The India-China 
story continued... 


COUPLE of weeks ago, this column wrote 
about the distinctive brand identities of 
China and India — China as the manufac- 
turing hub of the world and India as the services 
hub — and why this was no accident. How China 
has historically been good at making/inventing 
things (gunpowder, paper, modern boats...) much unlike India; while India has 
been good at discovering things (in astronomy, mathematics, medicine, phi- 
losophy...), much unlike China. China's memorable gifts to India were things — 
from cheena-bharanis (pickle jars that you still find in plenty in Kerala) to fish- 
ing nets. India's memorable gift to China was Buddhism — one of the rare in- 
stances when a religion/philosophy spread across a vast, alien cultural space 
without the help of swords or guns, which makes its expansion doubly impres- 
sive. (The Buddhist monks also took with them a curious item that today would 
be classified under services export: martial arts from southern India!) 

This column struck a chord somewhere. Quite a few readers got in touch 
asking for more information. That is why this second column, to emphasise 
two points. First, | do believe that we, as Indians, have a unique and distinct 
civilisational character (more about that another week), but | also feel we 
shouldn't obsess about it and become prisoners of our own image. There's an 
opportunity in global outsourcing of manufacturing, which China is grabbing al- 
most single-handedly. There's no reason why we shouldn't help our Chinese 
brethren lift the world's burden! It would be a myopic India that lets this oppor- 
tunity pass because of either incompetence or diffidence (see our cover story 
"Why We Needn't Be Defeatist About Manufacturing , BW, 25 November 
2002). Nations and people do build new competencies — who'd have thought 
that the Japanese, once known for the very shoddiness of their products, 
would teach the world about quality! 

The second point is equally important. There's a tendency in some quarters 
to put it out that India's strengths in services are not important; that the ma- 
cho thing is to do well in manufacturing. The argument runs thus: services will 
not create enough jobs for the uneducated millions, manufacturing will; ser- 
vices is somehow unreal, while manufacturing is solid. This is ridiculous. The 
world over, the manufacturing sector is employing less and less people — and 
that is true even in China! According to one study, the decline globally was 
1196 between 1995 and 2002. Services is employing more and more. There's 
nothing surprising about this — during industrialisation, employment in agri- 
culture declined to near-nothingness in the developed countries. So to say 
that manufacturing will give jobs for the masses reveals wooden thinking. 
Moreover, competitive manufacturing today requires educated 'minds' — not 
illiterate ‘hands’ — just as services does. Whether you want to do well in man- 
ufacturing or services, there is no getting away from educating India's masses. 

So what should our approach be? It's commonsense, really. Build on our 
strengths, work on our weaknesses. China is doing that. It's building its manu- 
facturing sector, but also learning new services tricks from India. Let's return 
the favour! Meanwhile, let's also count our blessings. China caught the last bus 
to the industrial world. If we educate our people, and build roads, ports and 
power plants, we could be catching the first bus to the knowledge world. "i 





Tony Joseph, editor of BW, invites readers’ response at tony@bworldmail.com 
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BPL CELLULAR 


Ma Bell exits 


N a significant move, BPL Mobile 
promoted by Rajeev Chan- 
drasekhar has bought out the 49% 
stake of AT&T in BPL Cellular, 


b. which provides GSM-based cellular 


mobile services in Maharashtra, Tamil 


—7 Nadu and Kerala. 


The most interesting question now 


\ is: did AT&T want to sell, or did BPL 
—, wantto buy? 


If AT&T, which has been in India for 


\ 7 years wanted to get out, then it made 


sense for it to sell cheap and get out 


\ early. That is because the value of its in- 


Yv—— 


A vestments has fallen sharply over the 


years. With the unified licence and the 
entry of code division multiple access 
(CDMA) mobile services, the value of 


/ the cellular mobile properties has gone 
.. through the floor. If it had held on, the 


SAHARA INSURANCE 


Delayed nod 


T is common knowledge in 
insurance circles that Sahara 

India will make its entry into 
life insurance and is about to get 
its final clearance shortly. We can 
expect Sahara to be the 27th 
player in the market by early next 
year. But what is not known is 
that the company had applied for 
a licence long back and the road- 
block was none other than the 
erstwhile IRDA chairman, N. 
Rangachary, who was loath to give 
it a licence. The files moved from 
one table to another, while one by 
one, the other private insurers 
launched their services. Only, just 
before his retirement did Ranga- 
chary look at the file and gave 
Sahara the final go-ahead. 
N.C. Sharma, former managing 
director, LIC, will head the only 
Indian insurer after Reliance 
which is going into business 
without a joint-venture partner. BN 


value would only plummet. So, getting 
out now made eminent sense. 

It is claimed that this move is also 
part of the AT&T Wireless’ global plan to 
monetise its non-American assets. In 
fact, AT&T picked the stake in BPL Cel- 
lular when it acquired telecom com- 
pany US West, the original 
partner of BPL Cellular. 

Now the real issue is: 
will AT&T continue to re- 
tain its 33.3% stake in IDEA 
Cellular promoted jointly 
with the Tatas and the Ku- 
maramangalam Birla 
group? IDEA Cellular pro- 
vides mobile services in 


Rajeev Chandrasekhar: No 
big plans yet 


Delhi, Maharashtra, Gujarat, Andhra 
Pradesh and Madhya Pradesh. 

That could be the real deciding fac- 
tor for Ma Bell. In case it exits, that 
would be the end of the AT&T story in 
India for now. 

And what about Chandrasekhar? 
Dothings change for him now? He says: 
"There are no big plans, no big picture." 
But one thing is clear. He will be looking 
for new investors who can pump in 
funds to expand the services. " 


ANUP JAYARAM 





DRUG PATENTS 


The linkage issue 


ITH India committed to 
awarding patents on 
drugs from 1 January 2005, 
the multinational pharma 
lobby is leaving nothing to chance. Phar- 
maceutical Research and Manufactures 
of America (PhRMA), a US-based lobby, 
is demanding the inclusion of ‘patent 
linkage’ in the Indian Patents Act. Link- 
age ensures that the drugs regulator and 
the patent office of a country work to- 
gether to guarantee intellectual property 
protection. Linkage will prevent the 
regulator — here the Drugs Con- 
troller General of India 
(DCGI) — from approv- 
ing copies of a 
patented drug. At 
present, India does 
not award product 
patents on drugs. 
Linkage rules re- 
quire the generic 
firm, while apply- 
ing to the DCGI, to list 
the patents of the innovator 
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company’s product and explain why its 
own product does not infringe. If the 
DCGI and the Patent Office are linked, 
these claims can be verified. It is likely 
that the rules will oblige the DCGI to de- 
lay the approval of marketing applica- 
tions for generic drugs until patents ex- 
pire. “It is a way of ensuring that one 
governmental agency does not under- 
cut the efforts of another agency to pro- 
vide effective intellectual property pro- 
tection,’ says X Susan 
Finston, associate vice- 
president, PhRMA who 
was in India recently. But 
D.G. Shah, secretary 
general of the In- 

` dian Pharmaceuti- 
cal Alliance, says 
firms could delay the 
launch of a generic by 
filing frivolous patent claims and 
obliging the regulator to wait till 












g% 


n 
<= these expire. Looks like the pharma in- 


dustry is in for more controversy. Ë 
GAURI KAMATH 


TRIBHUWAN SHARMA 








AST week, Businessworld had 
done a story, 'Life After One 


s Hundred Billion’, on the possible 
== options available to the Reserve 
€ Bank of India (RBI) to maintain 
ae control over its monetary policy, 
45 given that foreign exchange 
a= reserves are all set to hit $100 
«* billion by the end of the year and 
a5 the inflow shows no signs of 
«= slowing down. This week, the RBI 


has come out with a much-awaited 


a , Paper on the issue. The paper looks 
4€ at the various options the central 
4 bank has to mop up the excess 
a money circulating in the market 
«= when it buys dollars and releases 
4€ rupees to banks — an operation 

** known as sterilisation. 


First off, the paper says the 


= central bank needs to reduce its 

45 dependence on the liquidity 

«^ adjustment facility (LAF), through 
= which it sells securities to banks 

ww ^. With a commitment to buy them 

4&5 back (called ‘repos’), as an 

4 - instrument of ‘sterilisation’. This is 

«€ important because the LAF has 
*"= been the main instrument through 

we which the central bank has 

4 managed the excessive growth in 
" e money supply. 


Two reasons for this advice — 


æ first, the central bank is simply 

«4 running out of securities and, 

a= second, the LAF was simply not 
æ" intended to be used on such a 
=Æ large scale. 


One of the options explicitly 


° e rejected by the report is for the 

4& € central bank to issue its own 

4 securities so that it can add to the 

=“ = steadily depleting stock of 

«© government securities with the RBI. 

e The authors point out that once the 
,4 central bank starts issuing its own 

aS paper, this starts to compete with 

ew ^ the paper issued by the 

4€ government itself. Since the RBI is 

«© very much part of the government, 

e æ this means that you have a 

«© situation where two types of | 


| Sovereign paper exist in the market, i 


years. Earlier, in the 1960s, 


say the authors. [ 





by Avinash Celestine 


which could end up fragmenting it. 

What the report does come out 
in favour of is issuing securities 
specifically for the purpose of 
sterilisation. The government coul 
set up a separate fund to issue 
such securities. What would be 
interesting to watch is which option, 
or options, the RBI will opt for. 


Aes 


NE aspect of the Indian 

economy which has changed 
little amid the rest of the turmoil of 
the last decade is its dependence 
on the monsoon and agriculture. 
Now agriculture accounts for just 
2496 of output while services 
accounts for over 5496 — yet 
everyone earlier this year heaved a 
collective sigh of relief when the 
monsoons were normal. Already 
growth projections have been 
revised up. 

In a paper earlier this year in 
the Economic and Political Weekly, 
four authors — D.V.S. Sastry, 
Balwant Singh, Kaushik 
Bhattacharya and N.K. 
Unnikrishnan — underlined the 
importance of the sector, pointing 
out that despite the growth of 
services, agriculture still plays an 
important role through its links with 
other sectors, even though those 
links have changed a lot over the 


intas’ growing sales. — 
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agriculture’s importance was as a 
supplier of inputs to industry. Now 
its importance is more as a source 
of demand for the goods produced 
by industry. 

Also, as far as services are 
concerned, it still depends on 
inputs from the rest of the 
economy. “Thus, policy 
measures...should be focussed on 
stimulating demand in the 
agricultural sector by way of 
deepening economic activities,” 

a 
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BHARAT FORGE 


Muscling 
into Europe 


HE world's second-largest 
T forging company now has a 

new address — India. With 
the acquisition of German major 
Carl Dan Peddinghaus (CDP), 
Bharat Forge (BFL) has become 
the second-largest forging firm, 
after Thyssen Krupp, globally. 

The acquisition will add muscle 
to the company's sales figures. In 
2002, CDP clocked sales of Euro 
116 million, close to 90% of BFLs 
total sales in the previous financial 
year. It will also add to BFL's client 
base that includes Mercedes 
Benz, Volvo, DaimlerChrysler and 
Toyota. CDP's strength in the pas- 
senger car segment is expected to 
complement BFL's traditional over- 
seas user segment — the US 
heavy truck market. 

The US accounts for over 66% 
of BFUs Rs 271.4-crore export 
basket. Reducing dependence on 
the US by expanding into Europe 
and China is part of its derisking 
strategy. The step-up in Europe 
started in December 2000 when 
BFL acquired UK's Kirkstall Forge. 

"Having established our foot- 
print in Europe, we will now start 
looking at North America for es- 
tablishing a base there," says 
Baba Kalyani, chairman and man- 
aging director, BFL. Li 

ANUJA BYOTRA 
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ACCESS DEFICIT CHARGE 


Double whammy 
for the industry 


HE deadline: 15 December. 
From that date, the party for 
mobile subscribers will be 
partly over. All mobile sub- 
scribers, be it GSM-based cellular or 
CDMA-based, will have to pay an access 
deficit charge (ADC) for long-distance 
calls to another mobile phone. Long- 
distance calling from mobiles will natu- 
rally become expensive, since operators 
will pass on the cost to consumers. The 
ADC will provide funds for state-owned 
Bharat Sanchar Nigam (BSNL) that has 
suffered ever since mobile long-dis- 
tance calls became cheaper. Of the 
Rs 5,340 crore to be collected annually, 
Rs 4,800 crore will go to BSNL. The bal- 
ance will go to private basic operators. 

When the Telecom Regulatory Au- 
thority of India (Trai) introduced the 
ADC in January 2003, it was levied on 
basic players. In the new avatar, every- 
one pays the ADC. The point: in a uni- 
form licensing world, everyone picks up 
the tab for connecting uneconomical 
subscribers. One concern is that BSNL 
will use the ADC funds for predatory 
pricing. Recently, it slashed its interna- 
tional long-distance rates to Rs 7.20 per 
minute from Rs 24. Argues the CFO of a 
leading GSM player: "If I pay BSNL Rs 
4.25 as ADC on international calls, how 
will I match its ILD rates? " 

Sceptics argue that the industry is al- 
ready paying through the universal ser- 
vice fund (USF) to facilitate rural tele- 
phony. It gets 596 of the revenue of 
private players. This subsidises the op- 
erational costs of existing networks. 

Most countries impose a charge on 
private players for fulfilling universal 
service obligations. India is in the un- 
usual situation of having two different 
charges — the ADC and the USF — for 
connecting the masses. Ironically, Trai 
could have fixed this by merging the 
charges. But it talks about a five-year 
time frame for doing so. So is that politi- 
cal necessity or economic logic? 
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The regulator argues that the two 
funds have different purposes. The ADC 


| is for the loss incurred on BSNLs legacy 


operations. If the incumbent loses by 
providing basic services in, say, Rai 


| Bareilly in November, then the ADC for 


that month is paid to BSNL. But the 
costing by the USF has an incentive 


| built into it. The subsidy that the USF 


gives includes a 22% return on capital 
cost (annualised over 5-7 years). 

For many, this is splitting hairs. Says 
a telecom analyst: "This is just seman- 
tics. The ADC is another way of taxing 


| the industry and is loaded in BSNLs 
| favour.” Argues Kobita Desai, analyst at 


Gartner: “While there could be some 
merit in Trai’s reasoning for ADC to sup- 
port the cost of commercially non-vi- 
able networks, such a measure will have 
only a short-term benefit.” 

The only way the ADC can be dis- 
continued is if BSNL is allowed to re-bal- 
ance tariffs. That may happen after the 
general elections. For now, it's safer to 
not rock the boat. w 

RADHIKA DHAWAN 
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I . EARLY this year, a 50-people-strong Hy- 


derabad-based business process out- 


ç is sourcing firm shut shop within months 


of its launch as all its employees quit to 


vw 7; joinanew multinational BPO company. 
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IGH attrition rates have 
been one ofthe bugbears of 
the BPO industry in India 
and employee retention 
measures have met with limited suc- 
cess. So, the latest trend is to collaborate 


E d , With other companies to stem the exit 
\/ rate through non-poaching pacts. 


How do they work? Typically, com- 


V pany A and company B would infor- 
' mally agree notto hire people from each 


other for, say, six months or a year. They 
would also instruct third party re- 


' cruiters to honour the agreement. 


Today, most Indian BPOs, third- 


. party or captive, have such agreements 
. in place. Prakash Gurbaxani, CEO of 


Mumbai-based TransWorks, says: “The 
biggest threat is an indisciplined work- 
force, which happens when there is a 


SMALL TOWNS, BIG MOVES 


— Poach-free 
Zones 


supply-demand disparity. It happened 
to software services. But such agree- 
ments are short-term measures." Even 
so, TransWorks has pacts with a dozen 
firms in Mumbai and Bangalore. In 
Mumbai, Tracmail, Infowavz, Epicenter 
and Global Telesystems too have pacts. 

Tracmail COO Arjun Vaznaik says: 
"Now similar sized companies are col- 
laborating so that they do not hurt each 
other. The larger ones still poach from 
the smaller ones although 
they profess not to." In Gur- 
gaon, captive BPOs like GE 
Capital International Services 
and American Express have 
had such agreements for over 
a year. Hyderabad firms have 
informally agreed not to hire 
those who have done less 
than a year in a firm or those 
who have switched jobs thrice 
in two years. 


TransWorks' Gurbaxani: Non- 
poaching pacts are temporary 


ICICI OneSource MD and CEO, 
Ananda Mukerji is sceptical. "Employ- 
ees will find a way to get around such 
agreements,” he says. For instance, they 
can quit, join a neutral firm, and move 
again. Moreover, non-poaching pacts 
are based only on good faith and have 
no legal sanction. Says Sushir Kumar, di- 
rector, Intelenet (the TCS-HDFC joint 
venture), while no law prevents it, com- 
pa nies rarely sign a formal agreement. 

The solution probably lies in BPO 
outfits putting their practices in order. 
TransWorks does a reference check, en- 
suring that prospective employees 
serve their notice periods at the firms 
they are working in. Measures like these 
should do the trick. | 


SNIGDHA SENGUPTA & SHELLEY SINGH 





employees including those from places like Mohali, 
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IGH attrition (upwards of 40%) and climbing costs 

(20% pay hikes in the last two years) continue to dog 
the business process outsourcing (BPO) companies. 
These problems could take away the advantage that India 
enjoys as a low-cost destination. Which is why HR heads 
are losing sleep over the next carrot to dangle before the 
job-hopping employees. Perhaps the answer lies in 
moving to small towns, where opportunities are few and 
potential employees might stick around longer than their 
metropolitan counterparts. 

Prakash Gurbaxani, CEO, 
TransWorks, which has centres in 
Mumbai and Bangalore, sees this 
move gaining ground in 2004. 
Already over 10% of the TransWorks 
workforce of 2,000 is drawn from 
small towns — Nagpur, Pune, Goa, 
Nashik and Mangalore — and as far 
away as the north-eastern states. 
Noida-based Exl Service.com offers 
accommodation to outstation 


Nagpur's Infotech tower 


Dehradun, Lucknow and Kanpur. Nasscom sees Tier-Il 
towns and non-metros like Jaipur, Kochi, Mangalore, 
Jalandhar, Coimbatore and Vishakapatnam emerging as 
the next choice for expansion by many ITES-BPO players. 
Among the BPO firms that have already nestled in Tier- 
II cities are GE and CSC in Jaipur, IRM Technologies in 
Jalandhar, IDS Infotech in Chandigarh, Madhusudhan 
Cybernetics, Motif Inc. and eSoftCircle in Anmedabad and 
HSBC in Vishakapatnam. Gurbaxani, himself from Nagpur, 
sees it as a major BPO destination. The pay is about 40% 
less than in Mumbai or Delhi. 
Recently, the Vidharbha Association 
for Software Exports, the 
promotional organisation for IT in 
Nagpur recently held a show, 
Advantage Nagpur. An IT park will be 
operational in January 2004. Here’s 
one city that seems to be taking the 
lead. What next: competition among 
small cities for big BPO business? Ill 
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100 million customers are now within your bank’s reach. 


How do you reach millions of potential customers who don’t live within easy reach of your bank branch? 
With the new EasyPoint'" 57i ATM from NCR, that’s how. 


Designed to provide world class service levels in just about any location, the EasyPoint 57i can extend your 
brand reach, attract new customers and profitably service them. 


Now, with an economical ATM presence almost anywhere - big city office, neighbourhood store or remote small 
town — you can offer unprecedented convenience, gaining real competitive edge and improved customer loyalty. 


The first ATM to be conceived, designed and built in India, the EasyPoint 57i now brings everyone within reach. 


MORE ZRESULIS 
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AVA Green coffee parlours were 

initially envisaged as just an add- 

on service at Reliance Infocomm's 

WebWorld stores. But now Info- 

comm may get into the food and bev- 
erages business in a full-fledged way. 

By the year-end Reliance hopes to 
have 31 Java Green outlets in Mumbai 
alone. And it is talking about an all-India 
outlet count of 1,200 by next year — a 
decidedly aggressive number consider- 
ing that national leader Barista has only 
about 125 outlets. While the 
outlets in Mumbai will be at- 
tached to WebWorld shops, in 


other cities Reliance will be = 


starting stand-alone cafes too 
— one is already up and run- 
ning in Chennais Spencer 
Plaza. Java Green outlets will 
also hit the highways at 
Reliance petrol pumps. 
Reliance's healthy balance 
sheet could be a factor in 
branching out into this new 


A outlet: the 
smell of profits 





Coffee 
Wi 
Reliance 





line, say observers. "That Reliance has 
lots of cash at its disposal is evident from 
the speed with which it paid up for the 
unified licence. Naturally, it has been 
scouting for new investment opportu- 
nities,” says an analyst with ICICI Secu- 
rities. Also, investments per outlet are 
likely to be less (about Rs 12-20 lakh) 
since the construction is being done by 
Reliance Engineering Associates. 
The company is gearing up for the 
expansion. Navi Mumbai is playing host 
to a 10-day training workshop 
&= of baristas (coffee bartenders) 
` to meet the high workforce 
demand that the venture is 
bound to entail. Reliance will 
also test the supply chain be- 
fore venturing into the public 
eye. "We are going for a soft 
launch. Advertising will begin 
in January once systems are in 
place," says a manager in- 
volved in the project. Evi- 
dently, Reliance has learnt its 
lesson from the launch of its 
telecom services. 
ANUJA BYOTRA 
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Mar-tea-ni anyone? 


NUMBER of In- 

dian five-star ho- 

tels could be do- 
ing away with coffee 
shops next year. And if Sri 
Lanka's MJF Group has its 
way, they would have t- 
bars (that's what they 
would be called) instead. 
MJF owns the world's 
third-largest tea brand, 
Dilmah, and is planning 
to bring tea bars, which 
serve anything from 
masala chai to fruit-flavoured tea, to In- 
dia. The first t-bar has already been 
opened in Colombos Trans Asia Hotel. 

Teais the most common beverage 

in India, what with the ubiquitous cor- 
ner tea shops, but drinking tea is not 
considered 'hip. That position has been 
taken by coffee, thanks to the Baristas 
and Cafe Coffee Days of the world. So 


MJF's T-bar in Colombo: spirited brew 





can the t-bar become the hangout joint 
of choice? MJF’s India country manager 
Tommy Joseph says: "These (t-bars) will 
be placed a notch above the coffee 
shops and the idea is to get youngsters 
to drink more tea." He just might suc- 
ceed. After all, if you can sip an Irish cof- 
fee, why not a vodka tea? 

AARTI KOTHARI 


METLIFE 


Hard times 


ETLIFE, the joint venture 

between Metropolitan Life, 
Jammu & Kashmir Bank and 
Shapoorji Pallonji & Company and 
a few private investors is not doing 
So well, we hear. So much so that 
the Insurance Regulatory and 
Development Authority (IRDA) has 
asked the firm to submit a revised 
business plan. "The problem is 
Metlife's approach to marketing," 
says a source. "It is following the 
policy of full-time agents. The 
agents are unable to get a big 
commission, so they lose interest 
and quit. Recruiting agents, too, 
is difficult." The year end will be 
decisive for the company. What if 
Metlife's new business plan does 
not pass muster with IRDA? Well, 
the entire management may need 
to change then. 
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THE KASHMIR PROBLEM 


Peace route to Pakistan 


The Srinagar-Muzaffarabad bus link could just be the way 






















UDDENLY, things are mov- 
ing on the Indo-Pak front. 
With justa month to go forthe 
Saarc Summit, for which 
Prime Minister Atal Bihari Va- 
jpayee will travel to Islamabad, air links 
between the two countries have re- 
sumed. And theres talk of restarting the 
Samjhauta Express, reopening the old 
train line between Khokhrapar in Sindh 
and Munabao in Rajasthan, and most 
importantly, starting a bus service be- 
tween Srinagar and Muzaffarabad. 

The atmosphere has become so 
positive that defence minister George 
Fernandes even declared recently that a 
solution to Kashmir was in sight. Per- 
haps he’s being overly optimistic but the 
importance of India and Pakistan agree- 
ing to run a bus between Srinagar in 
Kashmir and Muzaffarabad in Pakistan 
Occupied Kashmir (POK) cannot be un- 
derestimated. 

Ifthe service does indeed start, it will 
be the first officially sanctioned crossing 





Š  attheline of control (LoC). The implica- 


tions are enormous and various scenar- 


—, ios are being discussed in diplomatic 


circles. One is whether this could lead 


The proposed 
bus route 


Eid Milan: Indian and Pakistani soldiers exchange 
sweets at the Wagah border. Is peace in the air? 


ultimately to the recognition of the LoC 
as an international border. Legally, and 
the government has thoroughly exam- 
ined this, setting up a checkpost for trav- 
ellers at the LoC does not amount to ac- 
cepting it as a border and it does not in 
any way prejudice either's claim on the 
whole territory of Jammu and Kashmir, 
including POK. However, on the 
ground, it can be seen as a tacit accep- 
tance of the dividing line between the 
two parts of Kashmir and, therefore, a 
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beginning towards formal division. 

The other scenario that opens up is 
what J&K chief minister Mufti Mo- 
hammed Sayeed's Peoples Democratic 
Party was pressing for once upon a time, 
that is, the soft border solution. In other 
words, India and Pakistan retain the ter- 
ritory that lies with them but the LoC is 
treated as a porous border, allowing free 
movement for the people of Kashmir. 
The Srinagar-Muzaffarabad bus would 
be the first such step towards that. 

This leads to the third scenario — 
giving Kashmir an autonomous status 
with a limited role for India and Pakistan 
in its affairs. This would require tremen- 
dous goodwill between the two hostile 
neighbours to work out mechanisms for 
joint administration and so on. 

The scope for speculation on possi- 
ble solutions to the 50- 
year-old dispute is huge. 
And it is difficult to pre- 
dict how things will pan 
out as a lot depends on 
the domestic situation 
in both countries. One 
big terrorist strike could 
put the clock back. Still, 
as the PMO and the For- 
eign Office prepare for 
Vajpayees visit to Islam- 
abad, hopes are high 
that last week's talks will 
lead to substantive deci- 
sions on the sidelines of 
the Saarc summit. 

Meanwhile, the US is 
keeping a close watch on the develop- 
ments. It is clear that Washington has 
played an important role in pushing 
Pakistan president Pervez Musharraf to 
accept Vajpayee's proposals. Signifi- 
cantly, Musharraf told a group of Pak- 
istani editors that unless Pakistan 
moved towards peace with India, the US 
may bomb their country one day. That's 
a clear giveaway on the way in which his 
mind is working. Bi 

ARATI R. JERATH 


ZO € € IESS 
as fs. 858/- 


across ina 


Rs. 750/- for 





FREE 





V'pasena/h dun ge 


zb 










4 "T 
d a 4 PVN v 
" a THE 
d A , 
- 


Ashok V. Desai is 
consultant editor of 
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The 
Reserve 
Bank of 
India 
should 
not be 
lining the 
pockets of 
a few, 
however 
well 
connect- 
ed they 
may be 
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The RBs back at 





underhand bowling 


friends and benefactors and for be- 
ing innocent of propriety. But the 
Reserve Bank of India (RBI) has 
kept its reputation more or less in- 
tact. It could not have been easy when politi- 
cians wanted banks to give loans to their sons, 
typists and peons. But they were all packed into 
agriculturists, small industrialists and such cat- 
egories and absorbed into the system. 





Those who respect the RBI and its upright 


governor will be shocked at what it has done to 
gold trade. On 1 October, it banned third-party 


imports of gold. For those more familiar with 


the old system of import controls, it is equiva- 
lent to imposing an actual user condition on 
gold importers. In the blighted old days of so- 
cialism, industrialists spent so much time get- 


ting licences that they had no time to learn to | 


produce; that is how India became the pariah 
of the industrial world. That great commerce 
minister, P. Chidambaram, withdrew import 


controls in 1992. Many a government clerkhad | 


fattened on them; to prevent them from sabo- 
taging the reforms, he wrote out the 1992 im- 
port policy on his laptop himself. When they 
read it, the clerks of DGTD went to beat him up. 
He was not there, so they damaged his office. 
Justwhen we thought we had outlived those 
nightmares, we have got a government that is 
good at designing new tortures. It once decreed 
that tyre producers could import rubber only 
through Vishakhapatnam — the port furthest 
away from them. Any monopolist has just to go 
to the right politician or bureaucrat to have a 
150% anti-dumping duty put on any foreigner 
who has the temerity to compete with him. 
And now, surprisingly, RBI has got into the 
act of grace and favour. Gold has never been 
freely importable. But when he was finance 
minister, Chidambaram did the next best thing 
—he allowed a number of banks to import gold 


andsellit. That broke the monopoly ofthe Min- | 


erals and Metals Trading Corporation (MMTC), 
which used to make such profits on gold im- 


OLITICIANS are known for helping | 


ports that it did not need to trade in anything 


| else. The banks first imported gold and sold it. 








But then they found a much simpler business: 
they just gave an importer a letter of authority, 
he asked the exporter abroad to route the gold 
through them, and collected it when it arrived. 
By paying the banks a small commission, jew- 
ellers were virtually importing gold directly. 
They soon realised that foreign gold suppli- 


| ers were willing to give them really cheap loans 


against gold. Gold is the most easily marketable 
commodity; its suppliers are swimming in 
money and they are prepared to lend it. All they 
want is a letter of credit to ensure that if the 
buyer does not pay them, his bank will. A gold 
importer could get a letter of credit from a bank 
for, let us say, 1.5%; he could get a letter of au- 
thority from an authorised importer for, say, 
0.1%; and then he could import gold and get a 
year's credit at little above LIBOR — say, 1%. He 
could sell the gold and keep the money for a 
year at a cost of 2.6%. During the year, the RBI 
governor would appreciate the Rupee, so the 
jeweller would have to pay back 5% less dollars. 
So he was actually borrowing at the rate of 
-2.4%, He could put it in a one-year deposit 
with an Indian bank and earn, say, 5.6%. He 
could thus earn 8% without investing anything. 

Itisthisthatthe RBI tried to stop. Butitis not 
those who were borrowing abroad and relend- 
ing at home who will be stopped; all jewellers 
and other users of gold will be. For only the 
nominated banks and MMTC will be allowed to 
import; and among banks, Bank of Nova Scotia 
will recapture the bulk of the business. The RBI 
should not be lining the pockets of a few, how- 
ever well connected they may be. 

The RBI' problems arise from lack of re- 
spect for arithmetic. The difference between 
overseas and home rates of interest must be 
equal to the rate of change of the exchange rate. 
The RBI cannot keep domestic interest rates 
above global levels and also keep appreciating 
the Rupee. Either it must let interest rates fall, or 
it must go back to depreciation ofthe Rupee. W 
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P-note 


Foreign investors seduced by India’s 
attractiveness are being questioned 
for their so-called ‘sneaky’ overtures 


SHISHIR PRASAD & VIKAS DHOOT 
ius lali anos dadas RR 


HE past month has seen our 

stockmarket regulator, the Se- 

curities and Exchange Board of 

India (Sebi), nervously rattling 

its sabre against a shadowy en- 

emy — hedge funds that trade 
in Indian stocks through something 
called the participatory note (P-note), 
an offshore financial instrument. Some 
of Sebi’s concerns are genuine. But most 
are irrelevant. The regulator would do 
well to ask a basic question: why do 
hedge funds prefer to use P-notes rather 
than directly buying and selling local 
stocks? Then it must try to figure out 
ways to allow hedge funds to participate 
directly in the Indian market. 

Allow hedge funds? Are we out of our 
minds? Didn' these guys bounce the 
pound out of the Exchange Rate Mecha- 
nism and wreck entire economies of 








East Asia? The Clinton-esque reply to 
that would be: it depends on what you 
mean by ‘wrecked’. If bailing out of 
economies that are on the verge of col- 
lapse is equivalent to ‘wrecking’ them, 
then they sure did. But from an invest- 
ing point of view, it can be considered as 
rational behaviour. If you know that the 
bank where you deposit your money is 
going bankrupt, you would want to 


withdraw your money. With a soaring | 
market, healthy foreign exchange re- | 


serves, and stronger institutional frame- 
work in the capital markets (as com- 


pared with the rest of Asia), Indiashould | 
take a more mature view of hedge funds. | 
The biggest reason that necessitates | 


such a mindset shift is that hedge funds 


| are becoming the favoured investment 
vehicles for serious investors in the US | 
— the source for the largest quantum of | 


foreign institutional investor (FII) 
money. According to Tass Research, in 


Frequently asked questions 


HEDGE FUNDS are funds that adopt trading strategies to minimise their 
losses. They also take positions against what they think are mispriced assets. In 
doing so, they tend to remove market inefficiencies. Their infamy is because they 
sometimes use large amount of borrowed funds to cause market moves that 
prove their point. It is this aggressive pursuit of their argument that puts them in 
the bad books of governments and Central banks. 


PARTICIPATORY NOTES are simple derivative instruments that investors not 
registered in India or Mauritius use to trade in Indian markets. These investors 
place their order through brokerage houses that have Mauritius-based FII 


accounts. The brokerage houses then re 


patriate the dividends and capital gains 


back to these entities. In this case, the broker acts like an exchange: it executes 
the trade and uses its internal accounts to settle the trade. They keep the 
investor’s name anonymous. That is why capital market regulators dislike P-notes. 
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Bajpai: Striking the stem, not the roots 


| the US hedge funds collected $24.6 bil- 


lion in the quarter ending September 
2003, taking the amount they raised in 
2003 to $45.4 billion, compared with 
$16.3 billion for the whole of 2002. 

And in the last quarter hedge funds 
collected more money than mutual 
funds in the US did! This means more 
investible funds are being channelled 
through hedge funds. Should the mar- 
ket ignore this? Till now we have man- 
aged to do that. “We are not looking at 
allowing them. The historic reason is we 
have no regulation (to monitor their ac- 
tivities),” says Sebi chairman G.N. Baj- 
pai. Exactly. So let us have some regula- 
tions. But not of the kind we have now, 
as that means hedge funds will prefer to 
use circuitous routes like P-notes. 

Foreign brokerages, hedge fund 
trading desks and hedge fund managers 
in the US say that three things force 
them to use P-notes in India. One, regu- 
latory delays. Two, a desire to trade in 
just a few stocks rather than the broad 
market, and three, the tax regime. If 
these rules were simplified, credible for- 
eign investors won't have to use P-notes. 

Like with all things Indian, begin 
with the regulatory aspect. Take a hedge 
fund manager sitting in New York and 
pondering over his portfolio allocation 
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model and reading the latest inventory 
reports on Cisco and Intel. He realises 
that talk of technology sector upturn is 
just hot air, so he shorts Cisco and Intel 
in the US, and Via and Mediatek in Tai- 
wan, but to offset his risk, he wants to 
buy Infosys, Wipro and Satyam in India 
because outsourcing is definitely in- 
creasing. Now to just trade in these three 
stocks he needs to set up an office in 
Mauritius and register the FII with Sebi. 
Sebi looks for track record so a hedge 
fund manager who has struck out on his 
own and started a new fund will proba- 
bly not get registration. And if he does, 
he will have to wait for 4-5 weeks for it. 
And that is too long a time in capital 
markets, especially when they are rising 
or falling rapidly. So he calls up his bro- 
ker who has his FII sub-account regis- 
tered in Mauritius and signs a P-note 
contract. That despite the fact that it is 
more expensive (0.65% vis-a-vis local 
trading costs of 0.15%) from a trading 
point of view and very illiquid. 

Take the desire to participate in a few 
stocks only. “Most such investors look at 
only the top stocks. Perhaps just 15-20. 
They dont want to go through the hassle 
of setting up entire offices and incurring 
running costs," says a senior official in a 
foreign brokerage. The FII registration 
in India usually kicks in if you are going 
to trade in 30-40 stocks. "The other rea- 
son is confidentiality. Each time a large 
FII places the order, the news leaks and 
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prices start rising. P-notes allow anony- 
mity,” says a hedge fund manager. 

And finally, the tax regime. Most 
economies do not impose capital gains 
tax on short-term trading of shares. Sri 
Lanka does not. Taiwan does not. "Sin- 
gapore and Hong Kong treat gains from 
short-term trading just like any other in- 
come and that is charged as per the in- 
come tax rules in that country — 2296 
and 16% respectively,” says T.P Ostwal, 
partner in accounting firm Ostwal, De- 
sai and Kothari. In India, the long-term 
capital gains tax of 10% is applicable 
only for income up to Rs 1.5 lakh. An in- 
vestor not registered through the Mauri- 
tius route ends up paying a tax of 30%. If 
hetakesitbacktothe US, he willlose an- 
other 2196 of his gains. So today, if you 
want low levels of taxation, quick entry 
into the markets and confidentiality, 
you end up using the P-note route, 

Sebi thinks quick entry into and exit 
from the markets can play havoc. But 
this does not have any historical basis in 
India. FIIs have been net buyers in every 
year except one in the last 10 years. 

"Such caution made sense in 1992- 
93, when Indias forex reserves were low. 
But today we have huge reserves and 
the India story is strong, so why worry?" 
says John Band, an investment analyst. 
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And this fear of huge volatility 
caused by hedge funds should itself be 
questioned. A hedge fund manager op- 
erating in Asia says most hedge funds in 
Asia are simple long/short hedge funds. 
"In India, mutual funds and small in- 
vestors actually churn their portfolio 
more; so why not penalise them as 
well?" he asks. And one reason why in- 
vestors the world over are giving money 


_ to hedge funds is because their trading 


strategies are hedged and have a better 
chance of protecting the portfolio value. 
For every Long Term Capital Manage- 


| ment disaster, there are scores of hedge 


funds that have made enormous money 
for their shareholders — in excess of 
15% on an annualised basis. The man- 
ager of an Asian hedge fund says: "If you 
allow people to short stocks by lowering 
the costs associated with borrowing 
stocks, the markets will find the fair 
value of equity faster. In effect, you will 
allow the markets to conduct a dialogue 
between the enthusiasts of a stock and 
those that dissent with that opinion." 

So if Sebi thinks afresh instead of be- 
ing intimidated by the hedge funds and 
irritated by P-notes, Indian markets 
could see more sophisticated investors 
and a fresh flow of funds — with the re- 
assurance that it's not tainted money. B 
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are bucking up to meet the demand. 

A few weeks ago, ICICI Bank CEO 
K.V. Kamath told BW that companies in 
many sectors — especially steel — are 
already straining at the leash. They are 
desperately keen to build new capacity. 
Kamath expects an investment boom 
within the next 18 months. 

BW and ProjectsToday.com, a firm 
that tracks investment trends in the 
economy, have just finished a research 
project on the nascent revival in capital 
expenditure by firms in the private and 
public sectors. The numbers tell a heart- 
warming story. The investments an- 
nounced in the first six months of 2003- 
04 were 65.2% higher than the figure for 
the same period in 2002-03. Even better, 
investment proposals from the private 
sector are up a handsome 86.5%. While 
new investments in steel, automobiles 
(Hyundai Motors says it will spend 
Rs 1,000 crore on additional capacity) 
and knowledge industries (Biocon will 
pump in Rs 500 crore) often make the 
headlines, there is a lot happening in 
other parts of the economy too. 

The biggest investments are hap- 
pening not in manufacturing, but in ser- 


x 
x 
x 
| 
x 


vices and infrastructure. "Investment in | 


roads has never slowed down, just that 


hand, chief executive of Consolidated 
Toll Network, an IL&FS subsidiary. In 
telecom, too, investments of Rs 13,593 


last six months. 
There are big buck investments in 


tourism and recreation are making sub- 

stantial investments. "We've been bull- 

ish on the revival of the economy since 
the beginning of this year, and want to 
be ready with our infrastructure by the 
time the economy picks up,” says Nikhil 
Gandhi, chairman ofSea King Infrastru- 


cture, the biggest private investor on the | 
list with a proposed Rs 4,500-crore in- | 
vestment in a Special Economic Zone in | 


Maharashtra. (Maharashtra, inciden- 





Anew wave of orders has lifted spir- 


| its in various capital goods companies, 
the pace at which investments are now - 
being made is incredible," says K. Ramc- | 


The textile-machinery hub of Coimbat- 
ore has been buzzing with activity for 


| the past six months. Orders for spinning 
| machinery and looms are pouring in 
| and third-shift workers are working 
crore have been announced over the | 


overtime to meet the sudden upsurge in 


_ demand. It's very much the same story 
| with other process equipment manu- 
power, railways, and gas and petroleum _ 
pipeline projects in the public sector. In | 
the private sector, telecom and metals | 
dominate the list. Even companies in - 
| quiries for equipment have almost dou- 
| bled. “There has been a 48% surge in our 


i 
i 


facturing units across the country. 
Thermax, for instance, has seen à 

significant improvement in its order 

books in the past six months and in- 


order inflows and this is just the begin- 
ning," says Amitabha Mukhopadhyay, 
chief financial officer of Thermax. "The 
main demand for boilers is coming 
from the metal industry, where compa- 
nies are adding new capacities or de- 
bottlenecking, and from non-conven- 
tional power plants like biomass and 


| wind power," he says. 


tally, is the forerunner in all states with | 
392 projects being planned. Karnataka | 
and Andhra Pradesh follow with 207 | 
| imports have touched $2.6 billion, an 


and 164, respectively.) 


Or look at some other indications. 
According to the Centre for Monitoring 
Indian Economy (CMIE), capital goods 


The drought has ended — India Inc. 
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increase of 2396, in the 
April-August period this 
year. The BSE capital 
goods index has more 
than doubled, from 872 to 
2011, in the current calen- 
dar year, far outperform- 
ing the rise in the Sensex. 
"Capital goods pro- 
ducers have adequate rea- 
son to ramp up produc- 
tion now. There is a sud- 
den spurt in demand from 
not just large PSUS, but 
also from small- and med- 
ium-sized firms in the pri- 
vate sector," says Pankaj 
Jaju, an investment ban- 
ker at Enam Securities. 
There is still a worm of 
doubt wriggling through 
some minds. Will the an- 
nounced projects actually 
take off? Has excess capac- 
ity been squeezed out of 
the industry? Is it too early 
to pop the bubbly? Opin- 
ions are split right down 














































State 


Gujarat 


Kerala 


completely good. According to analyst 
estimates, there is a 15-20% excess ca- 
pacity across industries right now, 
which is well camouflaged. While most 
companies say they have got rid of sur- 
plus products, secondary pick-up is 
slow and traders are supposedly sitting 
on piles of inventory. “There is no way 
we will pick up any more steel unless we 
can sell off our pending stocks,” says a 
steel trader. There are rumours of the ce- 
ment industry taking a 10-day produc- 
tion holiday to ease oversupply. Compa- 
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Project input Price index* Weightage Apr-Oct | 
d 1993-94=100 in WPI (90) 2003-04 2002-03 | 
| Non-metallic mineral products 145.8 2.516 0.0 15 | 
| Structural clay products 150.9 0.230 2.1 -0.3 
Cement | 144.2 1.731 -2.0 -0.1 
Basic metal, alloys, metal products 170.1 8.342 13.7 4.1 
Iron and steel 186.4 3.637 . 24.1 5.4 
1 Machinery & machine tools 132.5 8.363 1.7 0.4 
Electrical machinery 112.1 4.985 1.0 -0.3 
. Non-electrical machinery 162.7 3.379 2.5 dd, 
— | Transport equipment & parts 146.3 





NE 4.295 
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| * Derived from the WPI as of e Weak k ending 1 18 Oct 2003 
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nies vehemently deny the production 
freeze, but they also acknowledge the 
fact that despite so many announce- 
ments in roads and housing, cement 
pick-up has been rather slow. "Stray re- 
ports of revival in the cement sector are 
trickling in and there are definite inten- 
tions of brown-field expansion by some 
firms, but actual, on-the-ground expan- 
sion isn't happening yet," says Gujarat 
Ambujas chief economist Kiran Nanda. 

So is the exuberance premature? 
"Over the last five years, while the indus- 
try was going through a slump, a lot of 
companies were putting their house 
back in order. We see this translated into 
their investment plans now,” says Vimal 
Bhandari, executive director, IL&FS. For 
an economy that’s seen a drought in in- 
vestment for all these years, every drop 
of fresh investment brings hope. But is it 
actually a harbinger of an economic re- 
vival? "There are definite signs that we 
are finally moving out of a slowdown 
now. But what'sleftto be seen is whether 
this is the beginning ofa recovery — and 
if this recovery is going to be sustain- 
able,” says Tata Sons consulting econo- 


mist Jiban Mukhopadhyay. 
The smoke is definitely there; let's 
hope there is a fire too. a 
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I&B ministry: Information & Broadcasting ministry 


Source: ProjectsToday.com 
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The amazing 
double-duty cam 





HERE are digital cameras that can 


take a little bit of video and there | 
are video cameras that do just | 


about an okay job of taking still 


photos. But a clever hybrid gadget 
| wetestedatourlabs recently, does a good job of. | 
| both — though it is slightly better at photos | 
than at video. It's a ‘duocam’ from Samsung. | 
You can take full videos as well as high-resolu- | 


tion photographs with it. 
Samsungs SCD 5000 Duocam actually 


| takes 4.1 megapixel photographs. That's pretty | 


impressive. To alternate between the cam- 
corder and the still camera, you rotate the lens 
180 degrees and press a button. 

You can take still pictures in the camcorder 


mode, too, but the unusual idea of two different | 


lens systems is to optimise quality for both 


photos and video. This way, each mode be- | 


comes fully dedicated to what it is meant to do 


best. The two modes actually share alotofthe | 
functions and capabilities of the device. Forin- | 
| gence’ products that are being launched. At one 


stance, theres a 2" LCD display for seeing both 
photos and video clips — including playback. 
The auto and manual focus is also shared by 
both modes. The two have different zoom fac- 
tors though. For video, there's a 10X opti- 


cal/800X digital zoom lens paired with a 680K | 


pixel video CCD (charged coupled device), and 
for stills, there's a 3X optical lens and a 4.13- 
megapixel photo CCD. 

The Duocam isn't as complicated to use as it 


may seem. You can save your videos in MPEG4 | 
format on a mini digital video tape or on toa | 
memory stick — the one supplied has a capac- | 
ity of 16MB. You can connect to your PC with | 


the help of USB or Firewire. The camera has 
some rather nice recording features like DSE, or 


digital special effects, with which you can add | 


mosaic, sepia, black and white, emboss and 


mirror special effects to your videos. You can | 


also do audio dubbing. 
Theres also a night capture feature for the 


camcorder. This works on infrared up to a 


range of three metres. There's also an electronic 








image stabiliser, which is an anti-jitter feature 
so you don't give your videos a good ‘shake-up’. 

This device is an almost-serious one in that 
it's nice for the enthusiast and the amateur 
whos likely to use it pretty extensively for both 
video and photos. At Rs 99,995, it isn't an every- 
day household purchase for someone who'll 
take a few shots of a baby taking her first steps 
or once-a-year videos of a birthday party. In- 
stead, it is worth considering for a person who 
is fairly keen on both video filming as well as 
photography. Given the price, one might want 
to check out the option of buying separate de- 
vices, depending on the kind of usage pattern 
one is likely to have. If you are unlikely to want 
to take photographs when you plan to film or if 
you'll want to stick to photography when you 
set out to take photos, you may as well consider 
buying separate cameras. On the other hand, if 
you want convenience and you have the 
money for it, you've got it. 

This Duocam is one of the recent 'conver- 


time, stick two functions together and one 


| would tend to compromise the other. But elec- 


tronics and digital technology companies are 
beginning to get better and better at making 
sure multiple functions work well in a single de- 
vice. In this case, the two functions may not be 
as good as separate high-end devices, but they 


| are certainly good enough for most and make a 


good combo. 

The huge lag that used to exist between new 
and interesting gadgets launched abroad and 
their being available in India has thankfully re- 
duced. A lot of companies are now bringing in 
newer products, test marketing them, intro- 
ducing the concepts to a potential audience, 
and making sure there’s some awareness of 
their existence in readiness for larger markets. 
Of course, if the technology and entertainment 
industry were not so plagued by the stiff duties 
they have to pay for importing products into 
the country, we would see them sooner — and 
they would be a lot cheaper. E 
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BPO was meant to focus 
effort by separating ‘doing’ 
from ‘thinking’. But they for- 
got to replicate capabilities. 
Will BPO companies survive? 


MEERA SETH 


NKUSH Verma read the words on his 
white board: “Levanter Process House will 
soon have to phase out and shut shop un- 
less...!” Those were written by his boss 
Vinay Puri, the CEO of Levanter, a com- 
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people from middle-class and lower-middle-class families to 


| come and work the nights. Social norms and taboos were ma- 
| jor deterrents. So they had to entice the upper middle class as 


those were the parents who were more progressive. Also, this 
was a social set that was used to money and wanted more of it 
sooner, faster and in large quantities and, best of all, it was the 


| easiest to train; they were verbose, fluent in English, so neu- 
| tralising their voice and accent was easier. 


But after 2-3 years of replicating this model, BPO badshahs 
were discoveringnew home truths which they had been obliv- 
ious to all along. A lot of these youngsters (called associates in 


| the industry) wanted to grow big in life, had huge ambitions 


and wanted more: more of work, more of intellectual chal- 
lenges, more assignments, more growth. But that was not a 
given because this model was based on a very flat structure: 


| for every 25 such associates there was a manager, and after 





pany which did process outsourcing fora | 
number of big companies from around | 


the world. Puri's frustration found such expression after three _ 
months of pile-up customer queries, combined with a huge | 
attrition rate and a consequent spiralling of their retraining | 
costs. Ankush had let those words stay on his white board | 


through the last month determined to first arrive at a mean- 
ingful diagnosis of what ailed Levanter and, then, the industry. 


Levanter, which had begun with the optimism that all that | 


was needed to fire the business was young, energetic and 


bright 24-26-year-olds, was today agonising over the high at- | 


trition rate. Three years ago, to grab this young set, one model 
which was used was 'fun at the workplace": lots of visuals, 


games, contests and parties. So all BPO companies lured peo- | 


ple with a progressive mindset, good conversational skills, be- 





longing to upper-income homes. They made them work at | 


night since this segment enjoyed spending nights out anyway, 
so BPO outfits also threw in a lot of ‘Barista’ kind of fun. Plus, 


this was a set that wanted to grow academically and was will- | 
ing to spend those few years between graduation and | 


professional education to earn the money to enter better | 


colleges overseas. 

Levanter’s USP to attract the young generation was ‘Earn 
some pocket money, make some calls and have fun. All BPOs 
defined their USP thus because they had been unable to get 
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hundreds of such managers, there was a senior manager. 

A set which came for ‘fun’, added ‘growth’ to its vocabulary 
within four months of joining this industry. And growth, they 
were learning, was a distant haze. There was no intellectual 
stimulation either. It was at best a repeated process where 
somebody told them, ‘Sit by the computer, somebody will call, 
ask for his ID, punch that ID’, and so on. No thinking, no 
creativity, no ideating and no intellectual stimulation. They 
had come thinking these jobs would lead somewhere, but 
now they were finding that these jobs don't lead anywhere, 
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worse, these jobs were not meant to lead anywhere! Neither 
did they add much skill to their lives, nor did they enhance 
their competency to become a better professional. 

Retaining these associates was a challenge for Levanter as 
for the rest of the industry — since every player had copied 
each other in moves, position and content. But Ankush re- 
alised that the people aspect was linked in a far bigger way to 
the operations than they had credited so far. There were, in 
essence, two models which were operating in the industry to- 
day: one was the ‘market facing’ model, where a BPO offered 
services to outside companies, and there were the captive 
units like GE, Citibank and Hutch, whose BPO services were 
for use by their global mainline operations. Now, a number of 
youngsters chose these bigger names thinking, ‘If Iam a BPO 
employee in Citibank, then, probably soon, I can find an as- 
signment in its banking business’. 

But reality was that none of these boys and girls had the 
skill sets to become professionals in a GE or a Citibank be- 
cause, one, they became cultural misfits and, two, all they 
were trained to do was make and take calls. The upshot of all 
this was that a BPO worker ended up being an industry clone 
without the assurance of intra-business mobility. Three years 
into its life, the BPO associates had discovered the reality. 
Growth was now visibly non-existent. So the whole industry 
was echoing Ankush's dilemma: what do we do so that these 
people stay back longer, remain excited and motivated? 

Ankush mused: "Here we are, we created this huge mon- 
ster. Now how are we to sustain this model?" Not just Ankush, 
nobody in the industry seemed to have an answer. The much 
celebrated model had survived the last three years for Levan- 
ter. But the challenge that was now staring him in the face, like 
Puri's angry graffiti, was how was he to take this forward? And 
it had to be taken forward because they had invested heavily 
into the concept, both financially and emotionally. 


ROWTH apart, other concerns were presenting 

themselves. One, this business depended on work- 

ing at nights. On a regular basis, it was a strain on 

ones biological system; he himself had seen em- 
ployees complain of fatigue, tiredness and general lethargy. It 
was also a mundane job. Two, and this was a biggie, you could 
imbibe an American accent, but you could not imbibe Ameri- 
can culture without being there. Because the BPO business re- 
lied on having the right contextual and cultural mindset! 

And this was what Ankush put before Puri as the second 
problem. “There is a uniqueness to every culture, a certain 
work ethic, a certain speed of working and a certain sensitive- 
ness to complaints," he said. Thus, for example, if a hospital 
called from the US complaining about, say, an equipment that 
was not working, the associate in India was unable to appreci- 
ate his angst; he could not relate to a culture that saw a defec- 
tive machine as non-productive and a hindrance to patient 
care. Explaining this to Puri, he said: "You cannot bridge our 
lethargy and their customer-centric approach to patient care. 
We tend to treat a customer request/complaint much the 
same way as we are used to — both as suppliers and as con- 
sumers of customer care — say yes, but drag your feet. 

"Again, we don't spend time on diagnosis, but are happy to 
put a patch on a program or write a small macro and save 


| tant. Such questions were going be- 








money." “Lastly,” Ankush went on, “a BPO outfit is customer 
services arm; it requires a cultural marriage between demand 
and delivery. The Western customer asks and is more assert- 
ive. We, on the other hand, hedge a lot and never push back." 
The last was more visible in Levanter's case, whose as- 
sertive customers of financial services demanded more from 
the system, which had to be versatile and flexible. And with 
time, the customers' expectations from Levanter had begun 
to increase. For example, Levanter's finance BPO division did 
central account payables, closing of accounts, primary level 
accounts consolidation, cash balancing and coding, SEC and 
other statutory reporting from India for many global compa- 
nies. Earlier, alot of these tasks were happening in different lo- 
cations of a company. Global companies saw this as duplica- 
tion of cost and effort. So similar operations of one company 
were moved from multiple locations to a seamless, boundary- 
less single point — India. Those countries retrenched several 
hundreds of people, which numbers were replaced in India. 
Thus, for example, DT Emergency Health Care, with 
operations in 14 countries with 10 businesses in < 
each,had centralised its account payables with 









Levanter India. With that, many of the peo- I have w 
ple in home countries, where these jobs | hat ! 
were being performed, left. But the fall- "— ^ a 

out of this was that these firms also lost talking abi 










their subject matter expertise. 

This disadvantage was now rear- 
ing its head as CFOs of client compa- 
nies were asking the BPO companies 
for opinions and solutions as they 
would ask their in-house accoun- 


yond the 'rule-set' mentality which 
Levanter had created, which was, 'Hey 
people, there will be an input, you have 
to process it, produce the output. Job 
over!’ In fact, recently a customer-CFO in 
the UK had called Ankush to say he was not 
happy with the operations that Levanter deliv- 
ered. "You give me an alternative," he said. 

Throwing his hands up, Ankush told Puri: "And I, sit- 
ting here in India, tell him, ‘But wait a minute, I am a BPO op- 
eration, I am a low-cost country, I am supposed to hire low- 
skilled staff who can, at best, take your instructions and work 
strictly according to that. Because that's what we have been 
doing ever since inception! We are not geared for strategy!' 

"To that, he replies: 'Sorry, but I don't have the people! My 
people are with you! And have been with you for the last cou- 
ple of years! I am far away from the process, I don't know what 
the inputs are and what is causing defects in the process, you 
are closer to the process and you have work from seven differ- 
ent locations of the company! You are, thus, a specialist, you 
have 200 people working with you. You know 25 different ways 
of doing this job. So you give mea menu of options.’ Now, what 
do I tell him? That I am not geared for ‘thinking’? That I never 
trained my people to ‘think’, to look beyond the process? That I 
run this magnificent outfit with parties and posters, but I nei- 
ther hired those kind of people, nor am training them to ac- 
quire such skills? Mine is nota skills-based operation? That the 
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skills are meant only for repeatable and reliable functions?" 

A compatriot in another BPO firm had agonised to 
Ankush: "In this industry, who will do the thinking? Now, our 
HR heads are blaming the model and asking: 'Do we have the 
right profiles? Are we selecting the right people? Are we advo- 
cating the right kind of work environment? Are we gearing up 
for the next level of evolution where we will have a centre of ex- 
cellence that will do the value-added services and not 
'rule-set' services?" 

"Evolution? But whoever thought of evolution earlier?" 
wondered Ankush. "When this industry took shape, this was 
how the terms were defined: you are taking this job to India. 
This is the standard operating procedure. You will have to do 
steps one, two, three, ....” Such a rule-set, terms of reference, 
didn't include evolution! But things were changing now. For if 
they weren't, customers like David Hawthorne, controller of 
DT (the UK-based emergency health care), would not be aim- 

ing sharp questions at him and CEOs like Puri would not be 
writing mean graffiti on his white board. The truth was: 
clients were asking for, without stating it, process 
improvements. 

CFO Don Kingsley, a customer sitting in 
far away Texas, had called Ankush one day 
and said: "I don't want to do the consoli- 
dations this way. Change the process." 

Now, that was a very legitimate de- 

mand from any finance controller. 

After all, he was asking if the consoli- 
dation of accounts could be done 
differently: can it be faster, cheaper, 
better, more visible, more anything? 
Or can it also track for me, through 
the same database, the following re- 
ports? But truth was that Ankush had 
no answer for Kingsley as he had nei- 
ther the skill-sets, nor the competency 
and the mindset for those kind of things. 
But then, neither could Kingsley perform 
that function. "But how do I?" he asked. "The 
people who designed these business processes, 
who worked in these functions before, have all gone." 
That's where the problem lay. The thinkers ofthis function had 
left already, the doing was happening in India and, critically, it 
needed rethinking, rebuilding, reengineering every year! 

Asaresult, controllers like Kingsley, who received a consol- 
idated reporting package, despite the information at hand, 
were feeling they were not in control. The various locations, 
today, sent their data to India where it was processed and con- 
verted into information based on a prescribed set of proce- 
dures. So yes, Kingsley was getting information, but today he 
wanted to re-examine the system to see if the data needed re- 
interpretation. "As a controller, I am an engineer of informa- 
tion," said Kingsley, "so I might want to redesign the MIS, for 
that I need to examine the original information design!” 

Explaining this to Puri, Ankush said: "In ahome-managed 
operation, the data is only a click away. But today, all that data 
sits with us; now, how do I help him? Face it, his demand is le- 
gitimate. His irritation is also legitimate. There is no capturing 
ofthe original thought design! And he is a controller!" 
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In fact, the exchanges between Kingsley and Ankush had 
been more acerbic. Kingsley had said: "As a controller, I am 
supposed to do a constant evaluation of all the market prod- 
ucts available for every accounting function to see if a new tool 
needs to be added to our armoury. Until two years ago, that 
sort of examination was done by either the controller or his 
stooges. Now, who does it? Whose baby is it? Mine? But how? 
don’t even have the data! Yours? You will say: ‘I am a low-cost 
processor in India and my job is not to think" So whose role is 
it? Today, I get a consolidated package and I am supposed to 
be happy. But I am a thinker and I am asking myself whether I 
am supposed to think about my function as a whole and its 
impact on the organisation as a whole. Or am I supposed to 
break it up into multiple fragments and think about only what 
is apparent as handed over to me by you?" 

Ankushs BPO outfit also handled centralised payments for 
DT. So the invoices were scanned and sent by each of the 120 
DT operations the world over and Levanter processed all the 
account payables centrally. A few weeks ago, the proverbial 
trash had hit the fan when Hawthrone called to say a payment 
for $230,580 had been made twice. "How?" he had asked. 


NKUSH had spoken to one of his managers, the sim- 
ple and dedicated Mahalingam. Mali, as he was 
known by people in a hurry, was in charge of DT's ac- 
count payables. According to the procedure laid out, 
he checked the bills he got against the purchase order, ticked 
off the things he was supposed to check and if everything was 
in order, he would initiate a wire transfer request that would 
pay the creditor. There were 12 things he had to check before 
clearing a transaction. But Mali said: "The payment, which | 
processed, passed all 12 steps, so I paid. Am I supposed to use 
my intellect or follow the rules? If you say follow the process, I 
am doing it. I tell my people to follow the rules and they do." 
But there was one logical step that Mali had missed that an or- 
dinary accountant would not have missed: if he was going to 
post an entry into a customer's account, an accounts man 
would typically glance at the last 8-9 entries in the account to 
see if a similar amount appears. In DT's case, such an amount 
appeared just two days earlier in the creditor's account. 

Explaining this control weakness to Puri, Ankush said: 
"Thus, when a system is in my control, as a controller, | also 
build in the probability of human error in my checks and bal- 
ances. So my accountant would have spotted the errant 
amount and asked: 'Kisne payment kiya?’ But the prescribed 
procedure does not ask Mali to check that!” 

Ankush understood that he could not tell Mali, ‘Use your 
intellect' because all along he had been telling Mali: "There are 
12 steps to the process, close your eyes and simply do as it re- 
quires.' Now, he said to Puri: "In a BPO system, this error hap- 
pens as there is a common queue of account payables. Each 
time a bill is sent, the queue feeds them into the waiting line. 
About 30 people are making these payments. Once you have 
paid, you go to the bin and pick up the queue. It says, Activate 
this payment in the name of Operator No. 6.' Against the pay- 
ment, you write Operator No. 6. There is a three-minute slack 
between your activation till it's being updated on the main- 
frame server which is, say, in the US. In that three-minute pe- 
riod, if Operator No. 7 also picks up the same bill, then the 
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computer will put in 6/7 and that payment will get processed 
twice." Puri was incredulous. "That is a system error!" he said. 
"Yes, agreed Ankush, "but this system was put in place so long 
ago and they have not invested in updating or auditing the 
system controls. And Hawthorne is too far away from this data 
entry situation to ask me the fundamental question: ‘What is 
the time lag between two bills getting assigned?’ 

"In an ordinary BPO system, how is anyone to know if an 
error is taking place? How do you ensure audit controls, com- 
pleteness and accuracy of payables when it is being done in a 
mechanised rule-set manner? Do we have audit controls op- 


erating before the system or after the system? The moot point | 


is: who is responsible for the audit? Work gets done here and is 
reviewed in the US. Sometimes they expect people here to do 
the checks, but we are not trained in audit procedures! 

“That is the evolution I am talking about. As time goes by, 
our holistic perspective and knowledge has to improve since 
we, now, manage the subject matter! Only then, will our oper- 
ation survive and sustain the millions we invested in it.” 

Puri spoke to an ex-colleague, Dhanajay Vittal, an internal 
auditor. “How did the big audit firms allow such a delinked 
process to pass muster when the audit trail can’t be main- 
tained?” he asked. “The truth is,” said Vittal, “they are not be- 
ing asked this question! And my point has been, ‘When you 


move such operations lock, stock and barrel across the seas, | 


when you move the transactions to India, can you move capa- 


















bilities?’ You can, but did they? They only moved the ‘doing’ 
part of the function, but not the ‘thinking’ part of the function! 
In the old times, when an accountant entered data, his checks 
and balances operated in parallel with the entries. But some- 
one thought, look there is so much donkey work in the ac- 
counting process, so let us separate the doing jobs and the 
thinking jobs. So they moved the doing jobs to BPO outfits, 
not realising that doing and thinking in accounting is insepa- 
rable! If you did want to separate them, then you would have 
to replicate the capabilities with the doers. If you did that, the 
delinked audit trail would have been sustained and would be 
possible to pick up from anywhere.” 


HAT is the evolution I am talking about,” said Ankush 
as he heard Vittal. “That is the evolution we need to in- 
vest in — invest in replicating the capabilities here. We 
are at the crossroads where the buck is tossing be- 
tween Hawthorne, the controller of a huge operation, and us, 
the processors of his operating transactions. He asks, ‘What 
can I do?’ We tell him, "What can we do?’ The point is that be- 
tween the two rhetorics, capabilities lie abandoned. For him 
to pick it up, he needs the transactions and the systems; for us 


| to pickit up, we need the authority and the capabilities.” 


"How do we build the capabilities?" Puri asked Vittal. 
"Hire 7-8 qualified, trained managers, send them to your 
clients' locations; let them work in that environment, in the 


| context of that business and its operations. I am talking not 


just ofthe cultural context, but also the business context. Such 


| people wont just be doers, but also thinkers; they will then 


have the precise business sense to run a global shop." 
Ankush agreed. That's where this business model and the 


| way this business was being resourced begged changing. The 


BPO companies did not need verbose good-looking 23-year- 
olds, nor the 12 steps to survive. It needed capabilities and a 
different mindset from entrepreneurs! 

When this industry began, nobody asked about transfer of 
capabilities. "Nobody could have envisioned it then," he 
mused. We were selling a low-cost country then, suggesting, 
‘Take costs out’; we were thumping our chests saying so many 
million dollars of savings have come to India, nobody was an- 
ticipating that two years down the line, capacities and capabil- 
ities will be a poser! 

Today, controllers like Hawthorne were lamenting: “How 


| do I perform my role ofa controller without people to execute 


the controls?" " Where did the solution lie, if at all there was 
one?" wondered Ankush. Controllership in the business was 
suffering according to many controllers as the actual 'doing 
heads’ were outside their control ambit. Indian BPO outfits’ 
lack of capabilities was impeding the process improvement 
and add to that our own short sightedness in hiring and creat- 
ing a culture of process minded mentality, he thought. 

BPO companies had to significantly improve their delivery 
system. That was a combination of several things: the people 


| they hired, their retention, the understanding of business 


process and its context, to name a few. Today, the call was to 
BPO firms, like Levanter, to deliver greater value-addition to 
justity their existence. And that was Puri's anxiety! ® 


You can email Meera Seth at casestudymeera@yahoo.com. 
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EVANTER will soon have to 

phase out and shut shop, un- 

less..." One can only hope that 

these words of Levanter CEO 
Vinay Puri are not prophetic! In fact, 
most of the BPO firms, with a few 
exceptions, are passing through a 
similar phase. 

Driven by market forces and techno- 
logical development, the BPO industry 
is likely to touch the $300-billion mark 
by 2005. While for most clients BPO is a 
major cost-saving opportunity, there 
are others who outsource the repetitive 
backoffice jobs to focus on their core 
business activity. India has emerged 
as the hottest destination for BPO 
seekers since it has a large pool of 
skilled white-collar workforce flu- 
ent in English and, of course, the 
cost arbitraging opportunities it 
offers. Everyone jumped onto the 
BPO bandwagon in search of a 
fast-growing business opportu- 
nity, but most seem to have missed 
the intricacies involved in managing 
a BPO business. The fallout has been 
that now they are facing similar dilem- 
mas, like the one faced by Levanter. 

In my view, there are broadly three 








types of BPO opportunities: 

a) Pure voice-based call centre op- 
erations: These revolve around cus- 
tomer contact, both inbound customer 
calls and outbound telemarketing. 

b) High volume routine processing 
of transactions: It doesn't involve too 
much of analytical work, nor does it re- 
quire specialist functional skills. 

c) Higher order backoffice work: A 
human resource management job that 
supplies chain management functions. 

Each of the above needs a separate 


business model, skill-sets andorienta- | 


tion. The BPO industry in India has just 
graduated to the second phase of trans- 
action processing and is yet to acquire 
the skills needed to undertake more so- 
phisticated back office jobs. Here, I am 
referring to the third-party BPO vendors 
which excludes the captive units, so the 
challenges and complexities vary. 

In call centre operations, the major 
challenges are mother tongue accent 
neutralisation and relating to clients' 
cultural context. However, today, the 
pressing problem that these operations 
face is high attrition rates. Despite the 
various HR interventions, it is difficult to 
retain agents, which can be attributed to 
sheer monotony of these jobs that re- 
quire neither special skills, nor do they 
offer career growth opportunities and 
intellectual stimulation. The problem 
can be partly addressed by broadbasing 
agents' profile. For instance, middle- 
aged housewives are seen as potential 
replacement by many call centres. This 
may not eliminate the problem fully, but 
it would help lower the attrition rates. 
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On the other hand, for higher-end 
backoffice work, forging an enduring 
business partnership is a challenge 
which can be met through continuous 
process improvements and value-addi- 
tion. Most call centre managements 
jump into backoffice services without 
adequate planning, not realising that 


| the client looks for a reliable and capa- 


ble long-term partner who can add 
value consistently. Some CFOs have dis- 
covered that offshoring doesn't always 
live up to its expectations, as promised 
by the vendors, due to the absence of a 
robust governance model. Here, they 
view offshoring as a strategic partner- 
ship and not asa tactical method of sav- 
ing money. As a result, the service 
provider's capabilities, domain knowl- 
edge and their complete awareness of 
clients' needs is paramount. So the BPO 
firms must possess both process knowl- 
edge and strategic vertical industry 
knowledge. To most CFOs, a BPO outfit's 
inexperience is its biggest risk. However, 
structuring an outsourcing relationship 
to maximise value is not easy, it requires 
à consensus on service-level agree- 
ments, process benchmarks, focus on 
new technology and scrupulous up- 
front transition planning. 

Clearly, Levanter seems to be the 
kind of BPO firm which doesn't plan ad- 
equately, or invest enough in best prac- 
tices management, or build subject 
matter expertise. Puri must address 
these loopholes to retain his clients. 
Process discipline is critical, but not like 
Mali who blindly followed the 12-step 
process. Had he spotted the duplicate 
payment, he could have helped Levan- 
ter win DT's trust. 

Finally, these key questions will help 

BPO firms find a blueprint for action: 

a) What is our BPO focus? 

b) What should be the business 

model and the kind of value-shar- 

ing relationship with the client? 
c) What is the differentiated 
value proposition we offer? 
d) What should be the model 
for consistently superior value 
deliveries? 
e) Which skill-sets and capabili- 
ties will satisfy clients? 

BPO is a huge opportunity for In- 
dia, only if the managements do not 
deem it as just an extension of a 
call centre. a 
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K. Ganesh was founder and CEO of Cus- 
tomerAsset. In 2002, it was acquired by 
ICICI and renamed ICICI OneSource 
where he was president till October 2003. 
After serving his lock-in period, he is now 
contemplating a new venture. 


HE BPO industry took off on a 

large scale in the last two years 

when US- and UK-based com- 

panies moved processing to In- 
dia. With the challenge of explosive 
growth came the inevitable issues that 
confront a nascent industry. 

First, the industry needs to dissemi- 
nate information about BPO. Based on 
howit is positioned and accepted by the 
society, BPO jobs can be either seen as 
mundane, repetitive and low-skilled, or 
as jobs that require special skills and are 
better than others. Visiting colleges, 
talking about career options and fu- 
ture opportunities in BPO are 
some steps towards this end. 

The early entrants to the in- 
dustry are guilty of glamourising 
the job beyond reality. Emphasis- 
ing only on the positive aspects 
and not talking of the pressures of 
the job has led to a gap between ex- 
pectations and reality. But this can 
be addressed through a more bal- 
anced communication. Perhaps, candi- 
dates should spend a day in a BPO firm 
to feel the job. Using employee referral 





programmes can also help new recruits. 
Initially, the industry treated BPO as 
a homogeneous sector and recruited 
people with stereotypical profiles. Actu- 
ally, the industry has distinct segments 
requiring different skill-sets. Compared 
to other jobs, the rewards are nearly 
double in BPO: learning best practices 
ata young age, exposure to the world's 
leading companies and having ‘fun’, de- 
spite odd working hours. If the right seg- 
ment is targeted, based on required 


| skills and profile, the gap between ex- 


pectations and reality can be reduced. 
The issue of career growth for the 
young, ambitious employee needs to be 
addressed. Though the hierarchy pyra- 
mid is steep, there are several positions 
that an associate can aspire to grow into 
through a structured development pro- 
gramme like quality analyst, process an- 
alyst, voice coach and subject matter ex- 
pert (SME). These positions offer a 
higher job content, better salary and 
status. Job rotation with/without a pro- 
motion to other functions like transi- 
tion, project management and account 
management, is another option. 
Attrition also occurs because young 
associates are not clear about their 
goals. Having a counsellor who can give 
some direction to their thought 
processes will make them consider their 
future and career more seriously. 
Cultural context and soft-skills train- 
ingisan important aspect of BPO. Voice- 
based processes require building rap- 
port with clients. The associates can be 
trained by initiatives like sending train- 
ers and core team members to client 
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sites and conducting cross-border team 
workshops. Creating 'buddies' from 
client call centres for associates so that 
they interact with their counterparts 
abroad will also help spreading the con- 
text and cultural sensitivities. 

The process improvement question 
is a natural product of evolution and it 
also applies to outsourcing within India. 
Atypical feature in an in-house process- 
ing situation is that processes evolve 
continuously with time. In an out- 
sourced scenario, this flexibility is lost. 

Having an ongoing transition and a 
project management team with the sole 
responsibility of interfacing between 
the client, the client's user departments 
and the BPO team is one solution. Ini- 
tially, this team will document the 
processes, develop rigorous process 
maps and clear process flows. On an on- 
going basis, this team will capture the 
changes desired and, in a structured 
way, communicate and implement 
them in the outsourced processes. 

Also, the clients expect proactive 
process improvement or re-engineer- 
ing to meet changing user require- 
ments. An SME can achieve all this by 
working closely with the client and the 
user department. It will help in avoiding 
the consequences of eliminating the 
‘thinking’ part as the case illustrates. ` 
Also, the company and the vendor need 
to examine and agree on the process' 
stability level, the frequency of modifi- 
cation reviews and the SME' location. 

Even in an in-house processing sce- 
nario, as the team grows, the ‘thinking’ 
and ‘doing’ need to be segregated to 
achieve efficiency. So the only way to 
avoid problems is to design the process 
with robust controls and audit checks. 
The rule-set procedures need to be re- 

viewed and loopholes plugged thro- 
ugh strong internal audit processes. 
The industry is facing growth 
pangs, which need to be ad- 
dressed for India to be established 

as the ‘backoffice of the world’. 
But the fundamentals that make 
BPO attractive for foreign compa- 
nies are strong. Here, most chal- 
lenges are a result of offshoring the 
process to a location many miles 
away. The huge success of Fortune 500 
and FTSE 50 companies with BPO firms 
in India has proved that offshore BPO is 
here to stay. E 
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presentations 
and other such 
electronic sins. 
BW's Vikas 
Dhoot finds 


out how 


ARPIT SHARMA 


` 
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Graphics 


BUSINESSWORLD 74 13 DECEMBER 2003 





Other blunders 
that test 


people's nerves 


| 
i 
| 
| 
1. Poor Preparation: | 
People get annoyed when the pre- | 
senter does not think about the struc- | 
ture of the presentation and copies a | 
report onto slides. PowerPoint slides — | 
should support the message, not | 
substitute for the presenter or for a | 
more detailed handout. | 


2. Balance of Slide Elements: 
People find too much text or too 
many fancy graphics and multime- 
dia a big turn-off. Extremes do not | 
work well. A balanced approach is | 
needed: text to give context for the x 
audience's understanding of what | 
the presenter will be speaking about, 
and graphics and multimedia to | 
touch the emotions of the audience. — | 


3. Poor Use of Technology: : 
If presenters are going to use tech- 
nology, they should learn how to set it 
up, Start it up so it looks professional. 
They must move smoothly between — 
the slides. Awkward usage of presen- 
tation technology only detracts from 

the message being delivered. 


—M— ra. nu 


Note: Most respondents see Power- 
Point as a useful tool which is mis- 
used far too often. | 


—————————— ARRIERE 


rr entre erp nena aaa a 


Of the PowerPoint presentations | 
that you see, what percentage are 


x done DOOTrFly (suffer from one or more 
| | of the problems listed)? 





3 - " i 
| 0-5% | 
41-50% GREG x 
31-40% 

16-20% 

21-25% 

i ° . 

| 26-30* 

| 6-10% me o 

| 11-1596 um 3.1 All figures in % 
i A surprisingly high percentage of presentations suffers | 

| from the problems that annoy audience members. A 

i | total of 41.5% of the respondents said that more than | 

| 4096 of the presentations they see contain annoying 

| elements. This indicates how widespread the problem 


| 
is and how much of an issue this is becoming for i 
| organisations | 
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A whopping 
sum of $252 
million a day... 


„is what is lost everyday in terms of 
wasted time, due to bad PowerPoint 
presentations. According to Mi- 
crosoft estimates, more than 30 mil- 
lion PowerPoint presentations are 
made each day. If we assume some 
relatively conservative parameters of 
four people per half-hour presenta- 
tion, on an average, we arrive at a 
waste of at least 15 million person 
hours per day. At an average salary 
of $35,000 per year for those attend- 
ing the meeting, the cost of that 
wasted time comes to a staggering 
$252 million a day! And we ain't kid- 
ding, this is the figure that New 
Yorker's lan Parker arrived at while 
examining the global problem of ap- 
palling PowerPoint presentations. 

When looking at the impact of 
poor presentations on an organisa- 
tion, assume that it had 10 presenta- 
tions done per day (which is a rea- 
sonable number to assume for an 
organisation with 250 or more pro- 
fessionals). Using the survey results, 
assume that 4096 of these suffered 
from annoying elements that signifi- 
cantly impacted the ability of the au- 
dience to understand the message. If 
10 professionals were in each meet- 
ing (average salary $60,000 per 
year), an hour of their time was being 
wasted with each of these poor pre- 
sentations. In addition, the lack of 
understanding would lead, in half of 
the poor presentations, to an addi- 
tional eight hours of work by these 
professionals to communicate the 
message again in additional reports, 
meetings and presentations. Since 
senior-level individuals would see 
more presentations than junior-evel 
ones, this is an even greater cause 
for concern. 

When all of this is taken into ac- 
count, the cost of the wasted time of 
these professionals is over 
$450,000 per company per year! 
This is a whopping sum for any or- 
ganisation, and one that should 
alarm senior execs. 


















"Everyone thinks 





they are expert 








Dave Paradi helps people avoid ‘Death 
by PowerPoint’ and other electronic sins. 
He is the author of the book Don't Let 


Your Next Presentation Be a Career Lim- | 


iting Move — The Complete Guide to 
Using Presentation Technology. He has 
also designed a seminar on CD, Build & 
Deliver Effective Presentation Slides. 


Paradi also writes a bi-weekly e-zine ti- | 


tled Communicating Using Technology. 
He has come out with the e-book The 
20% You REALLY Need to Know About 
PowerPoint 2000 and 2002. 

A chemical engineer and MBA, 
Paradi spent a lot of time in his corporate 
job making presentations and training 
people. He felt that he really knew how to 
use PowerPoint and make presentations 
effectively, Four-and-a-half years ago, he 
quit his job to become a professional 
speaker on the topic of making better 
presentations and using technology to 
communicate more effectively. In Febru- 
ary 2002, he started the bi-weekly e- 
newsletter from his website www.com- 
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municateusingtechnology.com. Paradi, 
who has over 100 speaking assignments 
every year, was in Vancouver, Canada, to 
deliver a lecture, when BW Vikas Dhoot 
caught up with him. 


ii How grave is the problem posed by 
bad presentations? 

According to Microsoft estimates, Mi- 
crosoft Office is installed on over 400 
million PCs around the world and about 
30 million PowerPoint presentations are 
made every day. Our survey suggests 
that over 40% of these presentations an- 
noy their audience. If you translate this 
into dollar terms, in an organisation 


_ where 10 presentations are made daily, 


poorly done presentations can result in 
awaste of time worth $450,000 a year! 


. Bi Often, presentations for senior 


managers and CEOs are made by their 


, executive assistants. So they don't see 


the slides till they are actually on stage. 
Is there a problem in communicating 
the brief for the presentation? 

There is definitely a communication 
gap. An executive assistant doesn't know 
what questions to ask the CEO about 
the presentation. Often, CEOs end up 
reading everything on the slide aloud as 
all they told their assistants was to do a 
PowerPoint on such-and-such topic. 


8i Do you have any ideas for such 
managers to delegate the presentation 
preparation better? 

First, the managers must themselves be 
clear about the goal of the presentation 
and the key points they want to make. 
Then they must clearly communicate 
that to the assistant. Four clear ques- 
tions would help the assistant in doing a 
better job: What is the aim ofthe presen- 
tation? What is the target audience? 
What is the current knowledge level of 


Sum IM TT Ve ntn — rw 


POWERPOINT 


the audience? What are the five key 
points the presenter wants to make? 


88 How should presenters deal with 
graphics on their slides? 

People want to use fancier graphics on 
their presentations, but sometimes they 
letthe graphics take over. They say a pic- 
ture is worth a thousand words. But if 
you dont use the right picture, you are 
conveying the wrong thousand words. 


8 Should the task of making 
presentations be outsourced to 
professionals or be done in-house? 
What factors should one consider 
before choosing either? 

While some presentations are out- 
sourced, some companies ask their ~- | 
marketing departments to make them. MODEL PAPERSES RATH 
Since marketing teams are mostly in- l 
volved in advertising and sales, the pre- 
sentations they churn out are often 
loaded with graphics and hardsell, 
which may not be what the CEO wants 
to communicate. The best thing to do is 
to see examples of previous work of the 
person, whether he's in-house or out- 
side. Ifearlier work makes sense and has 
a logical flow, then you have a good 
chance of getting a good presentation. 


Œ Are there any alternative tools to 
Microsoft PowerPoint? 

Apple has just released ‘Keynote’, which 
it claims is easier to use. Corel has a pre- 
sentation software. For creating a 
fancier look, multimedia flash tools are 
available, which enable one to incorpo- 
rate audio, video, flying text, et al. But in 
a business context, that doesn't work. 
Businesspeople want information, not 
entertainment. Moreover, PowerPoint 
has 90% of the world market. 


B PowerPoint is only about 16 years 
old. Is it that human beings are 
inherently bad presenters or are they 
overwhelmed with new technology? PDC ae us 
Poor techniques have been used with 4 Mail your request with your personal details including 


overhead projectors for many years || E-mail ID, CAT Roll Number etc. along with DD, 
now. Í met a professor recently who has | (payable at New Delhi) to and in favour of: 

seen bad presentations using that B CHRONICLE PUBLICATIONS PVT, LTD. 
technology for over 30 years. Power- | B-7 Extn./114-A, seg Enclave (B), New Delhi-29 
Point has just put in colours and fancy | Fel: DU 97, itd mail: l: b&m@chroniclepubs. com 


graphics — the principle is the same. It's 
just that everybody with PowerPoint on 


their desktop now thinks that they are DUE. Ahmadabı bad seal ee 
5 enna 
expert presenters: m 4459361, 4027186, 4017688. 3 








BR ows ING 
Rajiv Gulati 
Managing director 
Eli Lilly India 


I invariably pick up a PG. Wode- 
house when I want to relax. I have a 
lot of them in my personal library 
though it is not yet the complete col- 
lection. Recently, a friend recom- 
mended the YES MINISTER books, 
which I enjoyed thoroughly. I think I 
enjoy the British sense of humour. 
BILLION DOLLAR MOLECULE: 
THE QUEST FOR THE PERFECT 
DRUG by Barry Werth is a book I 
would recommend highly. Not bec- 
ause it’s about the industry I am in. 
Its the true story of a pharma start- 
up that is working overtime to create 
an anti-AIDS drug. It examines the 
relation between biotech and big 
money. I like to read books on app- 
lied and transactional psychology. Bi 


ALERT 


Knowledge Management 


by A. Thothathri Raman 
(Excel Books) 


THAT knowledge man- 
agement (KM) is an es- 
sential corporate strat- 
egy tool is well known. 
It can help companies 
maximise marketing 
£ains by understanding 
the customer better. It can also 
help them make smart decisions 
on new products. In 15 chapters, 
this book distils the essence of 
KM and provides insights on how 
a knowledge corporation can be 
built. For management students, 
here is a book that makes all asp- 
ects of the subject accessible. lË 








CHARLES ASSISI 


S I flipped through the first 
couple of pages of Bruce 
Schneiers Beyond Fear, my 
initial reaction was: he’s 
grown old — terribly, terribly 
old. This isnt the Schneier I 
know. I'll tell you why in a moment. If 
youre the kind of person interested in 
computer security, there is no way you 
would have missed Schneiers earlier 
works. The first one was Applied 
Cryptography. It was a geeks dream 
come true, full of unique insights and 
told in a gentle, lilting way that is typical 
of Schneier. 

The next one was Secrets and Lies. 
Superbly written, it held your attention 
and infused life into what threatened to 
be a drab subject. It wound won- 
derfully through the 
labyrinths of technology 
— how technology can be 
abused, technologies to 
protect and intercept data 
and how to implement 
proper security systems. 

Then followed the 
bible of cryptography — 
Practical Cryptography. 
Co-authored with Niels 
Ferguson, it went on to 
become a bestseller and continues to be 
mandatory reading for anybody inter- 
ested in security. Every book in the same 
genre paled in comparison, including 
Kevin  Mitnicks much hyped 
TheArt of Deception, which, as the name 
suggests, was a con job afflicted on un- 
suspecting readers. 

Given this history, you begin to ex- 
pect absolutely heavy-duty stuff from 
Schneier. More code, more extreme 
technology, more insider tips on how to 
deal with the big, bad world. Coupled 
with the fact that Counterpane Security, 
where Schneier is chief technology offi- 
cer, deals with massive real-life prob- 
lems, you're desperate to know what 
kind of solutions Schneier has come up 
with over the last couple of months. 

That is why the first few pages are 
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disappointing for a hardcore techie. It 
starts off as a denunciation of Americas 
ham-handed handling of security post- 
11 September. Sample this: “Since 9/11, 
we've grown accustomed to ID checks 
when we visit government and corpo- 
rate buildings. We've stood in long secu- 
rity lines at airports and had ourselves 
and our baggage searched. In February 
2003, we were told to buy duct tapes 
when the US colour-coded threat was 
raised to Orange.... Unfortunately, most 
of these changes have not made us 
more secure. Many of them actually 
have made us less secure." 

This isn't what you wantto hear from 
Schneier and you're almost tempted to 
join a vociferous band of critics who've 
called his ponytail a pathetic attempt to 
mask the suit that really lives inside him. 
Don't give up on him 


BEYOND FEAR 
Thinking Sensibly 
About Security In 
An Uncertain World 


By Bruce Schneier 
Copernicus Books 


Pages: 295; price: $25 


though. Once you get past your tech-in- 
duced disappointment, you realise that 
age tends to make people wiser. Per- 
haps, the years have taught Schneier to 
distance himself from interminably 
long lines of code that have dominated 
his earlier works and adopta holistic ap- 
proach to security. 

So whether it is a computer that is to 
be protected or an airport or an individ- 
ual, the fundamentals are the same. To 
drive the point home, he adopts a five- 
part analytical framework. 

Step 1: What assets are you trying to 
protect? 

Step 2: What are the risks to 
those assets? 

Step 3: How well does the security 
solution mitigate those risks? 

Step 4: What other risks does the se- 








curity solution cause? 

Step 5: What trade-offs does the se- 
curity solution require? 

On the face of it, these questions 
seem rather basic and the answers obvi- 
ous. Not really, says Schneier. First of all, 
you have to be pretty clear about what 
assets you are protecting at airports, for 
instance. Are you trying to secure an 
aeroplane? Or is it an airport that you're 
looking at? Is it commercial aviation or 
the transportation system perhaps? Or 
are you fighting terrorism? 

Each of these, Schneier argues, is a 
different problem and the subtleties in- 
volved in each of them are very differ- 
ent. What makes these problems diffi- 
cult to deal with is that with the 
11 September attack, Al Qaeda de- 
stroyed every lesson that security agen- 
cies across the world have held dear. 
This is where Schneier's trained eye 
spots problems with devastating accu- 
racy. He notes that if he wanted to ex- 


plode a bomb at an airport, the best | 





BRUCE SCHNEIER is a security 
expert whom business leaders 
and policymakers turn to in 
the US. He Is best known as a 
lucid security critic and com- 
mentator whose views appear 
in the top media outlets. 
Schneier's other books 
include Secrets and Lies and 
Practical Cryptography 


fragile world 


place to do it would be in one of the huge 
security checkpoint lines. Then he 
speaks of a 99.9% effective face-recogni- 
tion system at a football game that com- 
pares the faces of spectators with those 
of terrorists stored in databases. He cal- 
culates that even with those levels of ac- 
curacy, the system would still falsely 
identify 75 non-terrorists per game 
while identifying a real terrorist every 
133 games. At that point, the security 
personnel might believe that the system 
is wrong and begin ignoring the results. 

Schneier completes his discussion 
of security systems by devoting an entire 
chapter to the human angle. Casino se- 
curity professionals use the initials 
JDLR, which is short for ‘just don’t look 
right. That sense of what does and 
doesn't look right can mean the differ- 
ence between lots of people watching a 
security checkpoint line and alot of peo- 
ple dead in one. 

This book could very well have mor- 
phed into the rantings ofan ill-informed 
libertarian crackpot. But it 
deftly steers clear of this trap 
and breaks new ground. This 
is vintage Schneier in a new 
bottle — a must read for In- 
dian security professionals 
who deal every day with an 
increasingly fragile world. ËË 





— ———————————— MPa 


Charles Assisi is editor, 
Intelligent Computing CHIP 
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SELECTH NO 
A Novice 


' INALLY, it's here, The English 

translation of Gabriel Ga MW Mar- 
quez's LIVING TO TELL 
most awaited of memara 
stands — and is more than 
the expectations of his fans 
first part of the tri logy i pu 
Knopf), Marquez reca 
stricken youth, starting wit | "e 
rable train journey that he makes 
with his mother to his. grandparents’ 
home in northern Colombia. It's 
proof, yet again, that this man was 
born to write. The familiar luminous 
quality of the Marquez style infuses 
the book as he conjures up images of 
himself as a boy and later as a long 
haired young man fired iba a confi- 
dence in his artistic — 
quest. He is the el- 
dest of 11. children 
in a dirt-poor, but 
highly eccentric 
family, and Mar- 
quez weaves the 
tale of these indi- 
viduals into the 
turbulent politics 
of his country in 
the middle of OM. 
the last century, You TET 
cannot but marvel at the amazing 
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daoia that SONAN his opio G; eil 
Hundred Years of Solitude and Love 
in the Time of Cholera. The most sat- 
isfying of the revelations is the acco- 
unt of how he chanced upon Macon- 
do, the name of the village that is the 
heart of One Hundred Years. 

Living To Teli The Tale is a remarkab- 
le writer's journey of fulfilment. Mar 
guez unravels, in vivid detail, mermo 
ties of himself as a novice writer who 
churned out hundreds of editoriais 
and news reports while honing his tal 
ent for fiction. This volume spans 
Marquez's life from his birth in 1927 
to the 1950s when he proposed to 
the woman who would become his 
wife. For too many of his followers, 
it's going to be tough waiting for ihe. 
next instalment — and the next. 









































A The sting in 


EFORMS ought to end discretion. Yet, dis- 
cretion never ends and at discrete intervals 
there is confusion over arbitrariness in pol- 
icy-making. Lobbies range on both sides of 
the policy in dispute, each saying they have 
India's best interests at heart. The latest controversy has 
been triggered by foreign direct investment (FDI) in retail. 

This is being played out against the backdrop of a 
global consultancy report. AT Kearney's global retail de- 
velopment index ranks India sixth, behind China, Slova- 
kia, Hungary, Russia and Morocco. Organised retail ac- 
counts for about 0.5% of Indian GDP. If one plugs in 
figures on likely GDP growth in India and what happened 
at similar GDP levels in Thailand or Malaysia, organised 
retail in India should touch 
1596 of GDP in a few years. 

These cross-country expe- 
riences demonstrate a few les- 
sons. First, growth in organised 
retail doesn't mean India gets 
taken over by foreigners. Only 
two of Chinas largest retailers 
are foreign-controlled. Sec- 
ond, organised retail doesn't 
drive out the local kirana or 
mom-and-pop stores. Large 
retailers deal directly with pro- 
ducers and disintermediate 
distribution chains. Producers 
get higher prices. Consumers 
pay lower prices on account of 
economies ofscale. These con- 
sumers may often be kirana 
stores themselves. Hence, or- 
ganised retail sales are often B2B rather than B2C. There is 
thus room for both organised and unorganised retail to 
grow, which surely is the intention of liberalisation. 

But the N.K. Singh Committee on FDI thinks other- 
wise. Because the retail sector is dispersed, widespread, 
labour-intensive and disorganised, the committee be- 
lieves it has to be protected. However, if short-term job 
protection rather than long-term employment genera- 
tion is the aim, then all liberalisation should be junked. 
Singh knows this. Then if dispersion and the disorganised 
nature of the business were the criteria, not many sectors 
should have been opened up — not just to FDI, but also to 
all large-scale investment. What better way to ensure that 
a sector stays dispersed, widespread, labour-intensive 
and disorganised than to keep it barred to investment! 

As for unfair and restrictive business practices by big 
bad multinationals, that argument applies to every sector. 
And it applies equally to domestic investments. One can 
understand the BJP government's political compulsions 





The arguments for blocking 
100% foreign direct 
investment in retail are both 
specious and ridiculous 
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retail 


in trying to protect its trader support base. But surely that 
should not have carried weight with a government com- 
mittee? Even more intriguing is the opposition of the con- 
sumer affairs ministry to 100% FDI in retail. We are still 
waiting for its explanation as to how consumer interests 
are protected by such a barrier. It simply says there is no 
evidence that organised retail leads to lower consumer 
prices. Apart from the conceptual point that greater 
choice and competition lead to lower prices, this stand is 
a refusal to accept the experience of other countries. 
What is clear is that policy-makers find it difficult to 
give up the control mindset. At a seminar on FDI organ- 
ised by the American Chamber of Commerce, S. Narayan, 
former revenue secretary who is now economic adviser to 
the prime minister, argued that 
retail and real estate were not 
priority areas for FDI. Not asin- 
gle policy-maker has digested 
the statement attributed to 
Jean Piquet, the Paris-based 
vice-president of AT Kearney: 
"Many international retail gi- 
ants are looking at India as a 
potential market... We expect 
changes in legislation that bars 
any FDI in the retail sector... 
Otherwise too, there are loop- 
holes that can be exploited by 
these companies if they see 
good opportunities here." 
Loopholes do exist. Several 
foreign firms are now allowed 
to operate wholly-owned 
wholesale cash-and-carry op- 
erations, South Africas Shoprite Holdings and Germany's 
Metro AG being the most visible. India wants B2B, but not 
B2C FDI in retail. Sales must be to retailers and not end 
consumers, with bulk packaging to ensure it remains so. 
This is a ridiculous proposition which will lead to dis- 
putes. Already, its Indian partner has accused Chinese 
healthcare firm Tianjin Tianshi Biological of using the 
joint venture route to violate FDI prohibitions on retail 
sales by selling food supplements directly to consumers. 
But confusion abounds. Samsung Electronics India 
Information and Telecommunications is wary about its li- 
cence for wholesale cash-and-carry in high-tech prod- 
ucts. It wants a clarification from the government about 
what is wholesale and what is high-tech. And we thought 
that reforms would make such questions unnecessary. 
Indian courts will now find themselves sorting out 
these confusions that government policy should have 
clarified. To repeat: there is nothing special about retail; it 
should be opened up to 10096 FDI. gu 


ANTHONY LAWRENCE - | 
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™ years ago we invented personal computing. 


mw, we are reinventing it. 





we new IBM PC. The biggest leap in business 
vductivity since the original IBM PC. 


enting the new IBM PC with ThinkVantage technologies. Technological breakthroughs 
save valuable time and money for you and contribute to your company's growth. 


y IBM PC comes packed with innovative features, yours at no extra cost*. Like 
Wid Restore PC? which restores lost files in minutes at the touch of a button in the 
it of a system crash. Access IBM helps you solve common computer problems 

your own. 


Mbedded Security Subsystem’ encrypts data at the hardware level as well and 
Mures that your data can be accessed only by you and viewers authorised by you. 
stem Migration Assistant’ enables quick and hassle-free migration of settings, 
walications and data onto your new PC from your old one. IBM PCs are backed by 
wee-year global warranty’ and IBM's award-winning 24x7 service and support* * 


IBM PCs also come pre-installed with Microsoft® Windows® XP Professional 
wffer you powerful functions in enterprise network deployment and management, 
sure Internet access and mobile computing. Resulting in more stability, more security, 
her performance and greater ease of use. 


, do spend a few minutes choosing the IBM PC best suited for your needs. 
will probably be the longest time a PC will ever demand of you. 


IBM recommends Microsoft^ Windows 


IBM ThinkCentre desktops 


M Series: Maximum stability and performance 


with enhanced security. 

Price: From Rs. 56,490/- * 

A Series: Leading-edge technology at 
affordable prices. 

Price: From Rs. 35,990/- * 

S Series: Space-saving design with high 
performance. 

Price: From Rs. 54,490/-* 


IBM ThinkCentre A30 
InteP Pentium? 4 Processor 2.66 GHz 


Microsoff Windows® XP Professional Preload 


128MB DDR, 40GB HDD, 7200 RPM 
48X CD-ROM 

Inte 10/100 Ethernet 

InteP Integrated Extreme Graphics 
Inte? 845GV Chipset 

Three-year limited warranty 


Price: Rs. 44,490/-* 








M is a registered trademark of Internationa a Bu ness Machines Corp. in the U.S. and/or other countries. Other company product or service names 
Bemarks of Inte! Corporation or its aries in the United States and other countries. Microsoft t and Wir > WS are ip snl adema 

ICH EVE NT YOU WILL NOT BE ABLE TOL USE THE PRODUCT IF YOI DO NOT FULLY COMPLY WIT E PRODUCT ACTIVATION P URES 
software product(s) or reconfigurations of the computer, and may be complet d by Internet or te idhóne till sa ges may ar 


i ly Reid Rest 
tet price, Sales tax and other levies extra. ‘Available on select models only, hos. download. ° ° Online Web service and support. Offer and prices subject to change wit 


| Special Festival Offer on ThinkCentre desktop, 

| if you buy before December 31, 2003 

| e FREE Upgrade to Optical Wheel Mouse 

e FREE Epson Stylus Printer on select models 

e FREE DB2 Universal Database Version 8.1 
(Personal Eval Edition) with all Linux models 
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XP Professional for Business. 


IBM ThinkPad — 


R Series: Best blend of portab 

tals features 

Price: From Rs. 84,900/-* 

T Series: Perfect balance of performance 

and portability 

Price: From Rs. 1,59,900/-* 

X Series: Extra light extra-sma 
Jitra-portable nott 


Price From Rs. 145 000/-* 


Choose IBM to day 
To buy direct from IBM 


3^2 wr f mar 
resell lar rinrm 
Coll L L 


www. ibm.com/s/oc 

response Qin. ibm.com 
Bangalore - 6787216 

Chennai - 24988508 

Kolkata - 22822126 

Mumbai - 26533577 

New Delhi - 23702022 

art Centre - 1600 446666 
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Destiny is getting shaped and destinations are being 
reached. The journey of Tide Water Oil Co, which began in India 
in 1928, under the canopy of the industrial giant Andrew Yule, 
has reached platinum. Progress is the new mantra. Offices in 
major metropolitan hubs, five state-of-the-art plants, 
hi-tech R&D facilities, 2500 dealers and over 10000 
retailers comprise the entire web. Brand loyalty is 
high with the Veedol range of premium engine oils. 
Raising the bar higher, Nippon Oiland Mitsubishi Oil 





1928-2003 
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LUBRICANTS 


Asa leading 
Dricant manufacturer in India 
«it has been 75 years of 


smooth running 


have merged and are collaborating with Tide Water 
Oil to unleash Eneos - Japan's numero uno brand of 
diesel engine oils, motorcycle engine oils and petrol 
car motor oils. Time flies and the last 75 years have 
rushed past smoothly. For Tide Water Oil this Platinum 
Jubilee Celebration presents the perfect opportunity to 
thank the stakeholders. Today the future has been 
embraced. Challenges have been overcome. And the 
company continues to pace ahead... 
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Tide Water Oil Co (India) Ltd 
ka Mamhar Yula Groun 
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Association, P. Budhkar Marg 
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| Sape Gaps 


(J The data on annual growth in per capita 
income (inflation adjusted) in the article 
clearly shows that per capita income forthe | 
higher classes has grown at a much faster rate f 
in real terms as compared to the lower d 
income classes. (In fact, per capita income 


growth is negative for the lowest income class!) 

The findings of the data clearly point out that in the hurry to target 
higher growth rates, we have ignored the increasing disparity in the 
income levels of the lowest and the highest classes. We must realise that 
social inequality is actually a threat to the political and economic 
stability of the country in the long term. 


— €— Via email 


WHERE iS OUR MURTHY? 


. Your editorial on the Dilip Singh Judeo - 


episode was one the best pieces I have 
read in a long time (Advances In 
Kleptocracy, BW, 8 December). When 
will our political parties ever have a 
leader with the moral uprightness of, 
say, an N.R. Narayana Murthy, who did 
not take even 24 hours to sack his top 
man Phaneesh Murthy when he was 
charged in a case of sexual 
harassment? He could have waited for 
court decisions, or he could have 
defended him just like our home mini- 
ster and prime minister are doing in 
Judeos case. Seems like it's high time 
_ someone from the 

| corporate world 
€ launcheda 

| political party to 
save us from 
these self- 
seeking 
politicians. 
Mahesh 

Rathi, Kolkata 


OLD AND FORGOTTEN 

I want to make a suggestion to all the 
cellular service providers who are 
launching new schemes every day, 
invariably targeting the youth. For 
example, Escotel has just announced a 
scheme for the younger generation. 
Similarly, Airtel also has several rental 
plans for the Gen X. However, I have 
yet to come across a single instance 
where there is a specialised scheme for 
senior citizens. They have been 
completely sidelined by the mobile 
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companies. The older generation is in 
need of economical schemes more 
than any other age group as most of 
them are retired and have limited 
income from pension. Hopefully, cell 
companies will take note of it and 
quickly make up for their oversight. 
Mohit Chhabra, Via email 


QUALITY FIRST 

While placing textile orders, the 
American companies put a premium 
on quality and not on price (‘Dragons 
And Terry Towels, BW, 15 December). 
Price is only secondary since quality 
alone can make or break the clientele. 
Being a part of the textile industry, I 
know for a fact that the quality of 


Chinese textiles is far superior to that of 


Indian textile. Barring a few 


companies, most textile mills here have 


obsolete technology which has caused 
pitifully low output and poor quality 
fabric. So if we want to hold our 
position in the global textile market, it's 
vital that we revamp our infrastructure; 
otherwise we will be completely wiped 
out, despite low prices. 

S. Nagaratnam, Mumbai 


STOCK UP ON CREATIVITY 

It takes a really creative mind to 
understand consumers’ whims (‘How 
To Not Waste Money On Ads, BW, 8 
December). And advertising guys 
wanting to quit this profession on the 
first opportunity reflects badly on them 
and indicates a creative bankruptcy. 
Factors like age, educational standards 
and economic strata of the target 
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> DB2 software connect data, near and far. | 
> DB2 software connect formats, old and new. 
> DB2 software create insight, again and again. 


DB2. It's the ultimate portfolio of real-time information management software. You can now leverage 
every scrap of data, no matter where it is, or what it is. You see it all, as if it resided in a single place. 
Insightful and open, DB2 lets you use and build on what you already have, whether it's IBM, 

Oracle” or Microsoft’ — goodbye "rip and replace." For a DB2 Software Information Kit, 

visit www.ibm.com/db2/seeit. For more information, or to meet our representative, call 1600 33 8022. 
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E Q audience play a very 
| important role in creating 
a good ad that can leave a 
lasting impact on the 
consumers' minds. Ad 
men need to be 
constantly innovative 
and creative, which 
should go hand in 
hand with the 
changing world. 
Praveen S. Khot, 

Via email 


BETTER LATE THAN NEVER 
Finally, Air-India is about to add 28 
more aircraft to its existing fleet (‘Why 
The Rush? BW, 24 November). What 
makes it even better is that a quick 
decision will be taken on the proposal, 
which would have taken ages to get 
approved in normal circumstances. 
Now whether this government's 
change of heart is prompted by the 
upcoming Lok Sabha elections or a fear 
of foreign airlines invading the Indian 
skyline, it will surely do wonders to the 
existing state of Indian aviation. 

Bagh Singh, Rourkela 





POWER STRIFE 

After telecom, the stage is set for yet 
another high-voltage drama, this time 
itis the opening up of the power 
distribution to the private players 
(‘Enter The Power Trader’, BW, 1 
December). Sensing great business 
opportunities in a deregulated power 
distribution system, we are sure to 
Witness a great strife where the high 
and the mighty of power business will 
fight it out for their share of the pie. But 
after the telecom episode, we hope that 
the government would have learnt its 
lesson well and will come out witha _ 
clear cut policy to avoid unnecessary ` 
litigation by the participants over the 
various terms and conditions. 

Rajesh C., Vadodara 





SAVE THE AUDIENCE 

Thanks for the thought-provoking 
article on PowerPoint presentations 
(Death By PowerPoint’, BW, 15 
December). In india, company 
executives are mostly dependent on 
PowerPoint for making presentations. 
And still they seem ill at ease in putting 
it to good use to present their ideas to 
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| No amount of razzmatazz can make up 






the audience, and | will India's dreams of having a 
this results in bor- world-class city. 
ing presentations. T | A. Jacob Sahayam, 
feel that except for Thiruvananthapuram 
IT-savvy companies, 
other companies stil | TEACH THEM A LESSON 
have a long way to go Politicians desperately seek power to 
in making the bestuse ` make fortunes for themselves and not 


of PowerPoint. Until 
then, they should leave 


roads, schools and hospitals for the 
people (‘Is Our Politics On The Mend?’ 


this tool aside and spare | BW, 8 December). Still they get elected 
their audience of boring all over again by mobilising and 
presentations. exploiting the voters on the lines of 


cast, community and religion, making 
India a derailed, if not failed, 

| democracy. For a long time, we have 
been silent and disgusted spectators. It 
would be a refreshing and positive 
development to have voters who caste 
their vote on economic issues and 
shun those candidates who fail to 

| deliver. Politicians will then have no 
way out but to mend their ways. 

M.C. Joshi, Lucknow 


S. Narayanan, Chennai 


ll Over the years, there is an increased 
tendency to use PowerPoint 
presentations to cover up for the lack of 
content and preparation by the 
presenter. Even though these fancy 
presentations are prepared under the 
pretext of helping retain the attention 
of the audience, the presentations 
often end up distracting them from the 
essence of the content. Making a good 
PowerPoint presentation is not 
everybody' cup of tea and there are no 
shortcuts to an effective presentation. 


APPROVAL NOT SOUGHT 

The article says that HSBC and CDC 
approached both the Reserve Bank of 
India and Unit Trust of India's chief 


for the lack of content. executive M. Damodaran (‘An Unlikely 
Anand Chatterjee, Via email Predator Scores’, BW, 15 December). 
, But neither Damodaran nor any other 
CHARITY BEGINS AT HOME functionary of the Specified 
| The story correctly identifies the Undertaking of Unit Trust of India 


problems that Mumbai has to confront 
and overcome in order to become a 
world-class city (Remaking Mumbai; 
BW, 1 December). Population explo- 
sion, dismal economic growth and the 
urban land being usurped by ever- 
expanding slums are some of the 
problems that are marring Mumbai's 
chances of becoming a city of global 
standards. It's time Mumbai’s residents 
sit up and take stock of the situation, 
Left to wily politicians, McKinsey's plan 
will die an unnatural death for want 

of funds and so 


(SUUTD was approached before the 
deal regarding the sale of CDC's stake 
in UTI Bank to HSBC. Also, SUUTI did 
not accord any approval for this deal. 
D. Mohanty, vice-president, UTI 


CORRIGENDA 

In the cover story, "The New Improved 
Indian Consumer' (BW, 8 December), 
the table on page 29 (‘Upper Classes 
On The Fast Track) should have been 
subtitled Average Annual Growth In 
Number Of Households In Each 
Income Class' and not Average Annual 
Growth In Per Capita Income’ 
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li The correct designation of Shyamal 
Mukherjee (A New World Order’, BW, 8 
December) is executive director, 
PricewaterhouseCoopers. 

The errors are regretted. 
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Letters can also be sent to 
editor&bworldmall.com 
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Nel Sp nel @ software 


See old apps combine with new apps. 


See customers connect with partners. 


See today's stuff click with tomorrow s. 


Can you see it? 


WebSphere Business Integration is far and away the leading integration software for the on demand 
era. Open and flexible, WebSphere lets you model, integrate and manage all of your business 
processes. WebSphere delivers an infrastructure that quickly responds to change, meeting 
business demands, on demand. For an Integration InfoKit. visit www.ibm.com/websphere /seeit. 

For more information, or to meet our representative, call 1600 33 8022. 
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Thailand's Bumrungrad Hospital: it attracts the largest 
number of international patients in South-east Asia 
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Bian anis New Health Spots! 


We have heard ofall kinds of trade between nations. But now, cross-border trade in healthcare is becoming a 
reality. On one hand, this helps developed nations deal with the shortage of healthcare professionals, and on 
the other, developing countries are able to improve their healthcare infrastructure and earn foreign exchange. 





Will It Take Off? 


Lal 
Most players in the avia- p c DM DERE 
tion sector are sceptical asd eR 
about the implementa- 
tion ofthe Naresh Chan- 
dra Committee's recom- 


mendations. 





N. Chandra: will we , 
see open skies now? 


Venture capital BTS Investment Advisors and 
Rabo Bank join hands to launch a $30-million energy fund. 


ICAI its election time for chartered accountants in the 
country for the 24 seats in the council. 


Carbon trading Developed countries are shop- 
ping for environmental efficiencies in India. 
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Life insurance soon you'll have a mortality and 
morbidity investigation bureau to study mortality trends 


Zee-Rajshri Productions deal The televi- 
sion channel hopes to acquire distribution muscle. 


Tech forecast The need to become intelligent and 
go real-time will drive IT companies' spending growth. 


Markets There has beena sharp drop in the number 
of private placements since Sebi placed restrictions on it. 


Congress (I) 
After the party's debacle in 
the recent elections, Sonia 
Gandhi might think of us- 
ing her trump card — ` 
Priyanka. But willit help2 ara 





Can Priyanka Gandhi » A š 
Vadra revive hopes? WIPPN 
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IN DEPTH 


44| It’s Different! 


The acquisition ofthe UTI Bank stake 
shows that CEO Niall Booker is all set 
to change things in HSBC. 


HSBC CEO Niall Booker » 


48 | Nicholas Piramal Chairman Ajay Piramal has 
hired ex-consultants in key positions. Will they deliver? 


52| Shareholding How have the shareholding patterns 
of promoters, FIIs and others changed in recent months? 





IN VOGUE 


sal Green Machines 


Quadricycles are quite popu- 
lar in some countries, and 
they sound like a sensible op- 
tion. But will the concept 
work in India? 





4 Are Indian roads ready? 


64! Bookmark John Kay tells you why humans are infal- 
lible and why their judgement in the market is often wrong. 





COMMENT 
10! Omkar Goswami Pension reforms 


must be implemented as soon as possible but 
the pitfalls need to be avoided. 


ECONOMICS 2.0 
28! Niranjan Rajadhyaksha The 


government should cut taxes on IT hardware if 
it is serious about increasing digital access. 


ON THE CONTRARY 


42| Mahesh Murthy Its easy to stick 
your neck out and make predictions. But how 
have the predictions made for 2003 turned out. 


BY INVITATION 
56/R. Gopalakrishnan Indian indus- 


trialisation has been characterised by a weak 
influence of productivity as a growth factor. 
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Businessworld 


Dontlook now... 


HE world is changing. Demographically, the de- 
veloped world is heading for a shortage of work- 
ers, while the developing world has a surplus of 
them. Economically, emerging powerhouses in 
Asia and Latin America such as China, India and 
Brazil are reordering the nature and direction of world trade. 
Politically, old alliances are all crumbling while new ones are 
yet to be firmed up. In other words, for smart businessmen 
and women, there is no better time to make money than now 
— itis when everything is in a flux that new business opportu- 
nities are thrown up in profusion. 





This week's cover story focusses on one such opportunity — 
the global trade in healthcare. Worldwide, more people are 
crossing national boundaries in search of healthcare. "The 
reasons are many, but there are more than enough grounds to 
believe that this trend will strengthen," says Executive Editor 
Prosenjit Datta, who anchored the cover package. No busi- 
ness publication anywhere has 
focussed sharply on this trade so 
far, so this story is a global first. 
Prosenjit and Principal Corre- 
spondent Gina S. Krishnan had 
to get in touch with scores of ex- 
perts in different continents to 
get a grip on the nature of the 
business, and where it is 
headed. Mind you, all this activ- 
ity in healthcare is before 
telecommunication technology 
has really altered the way 
healthcare is delivered. Once 
that happens, the speed of change could be of a different or- 
der. In any case, you will be hearing a lot more about global 
trade in healthcare in the future; this is merely the start. 


Businessworld : 


The Health 
Travellers 


C 





This issue features two organisations that are also making new 
starts. HSBC’s new chief Niall Booker is trying to turn a laid- 
back colonial bank into an aggressive new player in a fast 
growing market. It isn't easy, but the early results are already in. 
At Nicholas Piramal, chairman Ajay Piramal has just recast his 
top management team in an interesting new experiment. It's 
too early for results, though. 


And don't miss the insightful article on productivity by 
R. Gopalakrishnan, executive director of Tata Sons, and also 
the feature on a new four-legged animal you could see in the 
urban jungles soon. 


P udi 


le 5 


TONY JOSEPH, EDITOR 
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The author is chief 
economist, Confederation 
of Indian Industry 


The 
govern- 
ment 
needs to 
look at 
pension 
reforms 
carefully, 
and 


avoid the 
pitfalls 











KEY session at the Confederation 
of Indian Industry's annual insur- 
ance summit was on pensions re- 
form, where U.K. Sinha, and Ajay 


Shah from the finance ministry | 


outlined the future course of reforms, while 
HDFC Standard Lifes Deepak Satwalekar and 
ICICI-Prudential's Shikha Sharma, among oth- 
ers, raised concerns. Given the importance of 
this subject, it is worth highlighting the issues. 

India is showing a marked increase in the 
number of people above the age of 60. There 
were 76 million such people in 2001, and the 
number will explode over the next three dec- 
ades. Although the pension systems cover a 
small fraction of our population, it is huge in 
numbers. The pension liability of the Centre 
alone has been growing at over 1596 per year to 
Rs 23,158 crore in 2003-04, or 1.796 ofthe GDP It 
is even worse for the states. Also, existing pen- 
sions are based on defined payout schemes: I 
contribute each month, the government chips 
in, and the system assures me a defined return 
when I retire at 60. Since the post-retirement 
benefits are based on artificially high rates of in- 
terest, the system is unsustainable. This would 
only make the states and the Centre bankrupt. 
Globally it has been seen that defined payout 
schemes are unviable over a long period. 

50, there was an urgent need for pensions 
reform. The Centre proposes to do many 
things, of which I will highlight seven. First, go- 
ing forward, it would be a defined contribution 
and not a defined payout scheme. All new en- 
trants to the civil service will contribute 1096 of 
their basic pay and DA, with matching contri- 
bution from government; but neither the gov- 
ernment nor the pensions administrators will 
promise an administered interest, or a defined 
payout at retirement. That will vary as per a 
contributor's appetite for risk and skills of the 
pension fund managers. Second, from January 
2004, there will be an independent Pensions 
Regulatory and Development Authority 
(PRDA). Third, the PRDA will choose a set of 

















pension fund managers. Fourth, the contribu- 
tor will choose a fund manager and also one of 
three types of portfolios (pure equity, pure debt, 
or a balanced fund) although (s)he will be free 
to switch from one to another during the life- 
cycle. Fifth, contributors will use the network of 
banks and post offices to make monthly pay- 
ments. Sixth, contributions will be routed to the 
pension fund managers via a Central Record- 
keeping Agency (CRA), which will mimic the 
NSDL and, through scale, will reduce transac- 
tion costs. Seventh, at 60, the contributor will 
have to purchase an annuity from any IRDA- 
regulated life insurer of at least 4096 of the accu- 
mulated corpus. Beyond that, s(he) will receive 
alump-sum of accumulated pension. 

Sounds great in principle. What, then, have 
been some of the concerns of people in the life 
insurance industry? Let me list them out: 

@ Regulatory overlap. PRDA and IRDA will be 
regulating similar products having long invest- 
ment horizons, where safety is of utmost im- 
portance. How will one ensure that the two 
work in harmony? If they don't, it will be a huge 
price to pay for pensions and life insurance. 

@ Will there be similar tax treatment for insur- 
ance products akin to pension products? 

@ What criteria will PRDA adopt to select pen- 
sion fund managers? How do we ensure that 
there is no winners curse, as it happened ear- 
lier in telecom? Will life insurance companies 
be allowed to bid as pension fund managers? 
il Do our mutual funds, with their short-range 
profit-taking horizons, have the capability of 
being long-term pension fund managers? 

i What will the CRA be like? Ifit doesn't work as 
well as NSDL, then the system can come apart. 
lll How many ofus can make informed choices 
among pure debt, pure equity and balanced 
funds? Given that a huge number of people will 
be in the new pension system, shouldn't there 
beother more comprehensible choices? 

These are important. And the government 
should think these out carefully as this is one 
area where we just can't afford to go wrong. W 
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It's time to go digital — or be left behind. - ^ g 
Go with someone you can trust. 

RICOH pioneered digital copiers. We're 
the No. 1 supplier to the world's most 
competitive markets * 

Just as exceptional as our technology is 
our commitment to your needs. 

Let's meet. 


*B&W digital office copiers, in the U S., Europe and Japan. 





RICOH Aficio 1018D 


How well do you share? 


WIG OH 


Image Communication 





RICOH INDIA LIMITED 

e-mail: ridhomkt@vsni com, URL. www ricohindia.com 

Ahmedabad. 6575661/63/64, 6577763 Bangalore 2256181 2254386, 2252587 
Chandigarh: 741462 742723, 743054 Chennai: 28232457/58, 28271421 

Delhi. 26181976/77/78, 26104851 Hyderabad: 23305968/70 

Jaipur: 2709756, 2707028, 2707744 Kolkata: 24743814, 4852056/57/58 
Lucknow: 2239189/76 Mumbai 26465570 - 74, 22881953 - 55 

Pune. 6133740, 6136492, 6111947 


NARESH CHANDRA COMMITTEE REPORT 


Will we really see 
open skies? 


HE official response — "This is 

a government report. Who are 

we to comment?"— of three of 

the airline companies (Sahara 

Airlines has been the only one to say 

something) to the Naresh Chandra 

committee report on the aviation sector 
will be music to bureaucratic ears. 

Nonetheless, comments are flying 

thick and fast. The main recommenda- 

tions of the committee — which many 

argue have been cobbled together in a 

hurry — include allowing foreign equity 

(including foreign airlines) up to 4996 in 

domestic carriers, disinvestment of Air- 





India (AI) and Indian Airlines (IA) 
through private placement, allowing 
domestic airlines to ply on international 
routes, and abolition of a pile of taxes 
that make flying within India as expen- 
sive as it is today. 

Predictably, AI and IA are none too 
pleased with Chandras efforts. They ar- 


gue that no country allows all its domes- | 


tic scheduled operators to fly as desig- 
nated carriers in and out of the country. 


They also argue that allowing 4996 for- | 


eign equity ora private placement ofthe 


equity of the two carriers will be of little | 


use if they still have to live like state-run 





TRIBHUWAN SHARMA 





N. Chandra: evoking a mixed response 


units that are answerable to parliamen- 
tary consultative committees, subject to 
CAG (Comptroller and Auditor General) 
audits, open to probes by the Central 
Vigilance Commission, and hamstrung 
by slow-turning state machinery even in 
routine operational matters like buying 
or leasing aircraft. “Can we hire and fire, 
and will competency by rewarded and 
incompetency penalised?” asks a source. 








2nd Thoughts 


HRD minister Murli Manohar Joshi 
has, of late, been very busy in areas 
like the IIMs that don't need his inter- 
lerence. Instead we suggest he should: 
1) Get children into school. Of the 200 
million children in India in the 5-14 
age group, only 62% are enrolled in 
schools Attendance is barely 60%. 

2) Provide infrastructure: 60% of 
schools have no drinking water facili- 
ties, 70% no libraries, 89% no toilets. 
3) Find trained teachers 


== What was that again? 


 " [never suspected 
this to be a trap. 
- Everything seemed 
\ so genuine.” 


AJIT JOGI, 
Former chief 
minister, Chattis- 
garh, in an inter- 
view to a business- 
paper after being 
recorded by a hid- 
den tape 








Others who share the same senti- 
ment: Dilip Singh Judeo; the people 
of Chattisgarh 


What's hot in VC funding 


TS Investment Advisors, managers of the Swisstec 

Venture Fund, and Rabo Bank are launching a 
$30-million energy fund. Its mandate will be to invest 
in sustainable sources of energy like micro-hydel, so- 
lar and wind power. The fund has temporarily been 
called ‘Indian Renewable Energy Enterprise Fund’. 
“We are looking at a name that is more easy on the 
tongue," says Suneet Gupta, assistant vice-president, 





Y! 
y 


BTS Investment Advisors. The fund-raising is expected to close in February. It is 
expected to invest at least $4-5 million per deal and wants to do about 5-6 in- 
vestments. The deal will provide Rabo with opportunities on the debt side as 
well. It has a good understanding of the energy sector in India. ie 


SHISHIR PRASAD 


| peo Indian consumer story will dominate private equity deals in 2004. The 
new areas of interest are auto components, tourism, retail, education and 
media. The dealmakers to watch out for are: 

i The $210-million Henderson Asia Pacific Equity Partners. The fund made 
news early this year with a Rs 120-crore investment in Hindustan Times. Manu- 
facturing, retail and logistics are next in line. Sanjiv Kapur, head (private equity, 
Asia-Pacific), is on the prowl for buyout deals. 

W Merlion India, the $100-million joint venture between Standard Chartered 
Bank Private Equity and Temasek Holdings, which is looking for business trans- 
formation (buyout) deals. Areas of interest: healthcare, media and retail. 

li Schroder Capital Partners continues to resist the BPO lure. Chairman Anil 
Thadani is interested in sectors that offer proprietary value. “I like tourism, life- 
style and hospitality. There's a boom in consumer confidence now," he says. m 
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SNIGDHA SENGUPTA 


ARPIT SHARMA 


Industry sources say the report is not 
a carefully thought out road map for the 
sector, buta reflection ofthelobbying by 
some of the private players. If the exer- 
cise was comprehensive, they argue, the 
report would have looked in detail at 
ways to develop Mumbai as a hub. "Sin- 
gapore Airlines and Emirates are not 
what they are because they are the 
prime carriers in Singapore or Dubai, 
but because they operate from airports 
that are hubs for the entire region," says 
an industry insider. Also, sources are 
quick to point out that the report will 
only have some meaning if the recom- 
mendations on removal and reductions 
of taxes are implemented with the con- 
currence of the finance ministry. The 
civil aviation ministry has for ages been 
asking for many ofthese reductions, but 
they have been falling on deaf ears. 

But the Cabinet has allowed private 
airlines to fly to all Saarc nations. Now 
that could be the new beginning. x 

ANJULI BHARGAVA 


What type of IT vendors 


are you using for new 
offshore work in 2004? 


Fortune 1000 companies are three times 
as likely to use an India-based rather than 
a global IT service provider 


India-based providers such as TCS, 
Wipro, Cognizant, etc. 


REA Wea 307 


Do not plan to move additional 
work offshore 

























cost region 





Multinational IT services 
in low-cost regions such as 
Accenture, IBM, EDS, etc. 


| 

| 

| 
11% 
Not applicable/no offshore 


NENNEN 9% 


Unsure 


RE 9", 


Source: Morgan Stanley CIO survey, December 2003 
| (225 CIOs of Fortune 500 companies participated) 














VIEWPOINT: TONY JOSEPH 


Why BJP should 
be more Hindu 


OST-elections, BJP watchers may be safely 
divided into two camps. Those who believe 
it is becoming less of a Hindu party and 
those who don't. Asked why BJP's pet issues 
were put on the back burner, Pramod Mahajan 
said "there was no need" for them this time. 

| think the construction of this debate is faulty. The problem with the BJP 
is not that it is Hindu; but that it is NOT Hindu. ! would happily cheer for a 
Hindu party because, apart from Buddhism, | have found no religion as 
appealing to the intellect, as satisfying to the soul and as accommodative of 
differences as Hinduism. 

| can also think of no religion more suited to the spirit of democracy. In 
the West, democracy developed in conflict with — and despite — the 
Church. In India, democracy took root in the fertile soil of Hinduism. Most of 
us think the British introduced democracy and Gandhi, Nehru and a handful 
of others made it stick, against impossible odds. Thus, you hear about the 
'miracle" of Indian democracy. This is wrong thinking — Gandhi was a great 
man, but his greatness is only next to that of the hundreds of millions of 
Indians who took to him as their natural leader. It is Indian culture that nur- 
tures Indian democracy; and Indian culture was shaped by Hindu thought. 
How could it be otherwise when Hindus form over 80% of the population? 

In my book, therefore, a Hindu party would be one that would uphold 
Rajdharma, not just pay lip service to it ("That king is greatest," said 
Bhishma to Yudhishtir, “in whose kingdom subjects wander as freely as chil- 
dren in their parental home"); it would celebrate diversity, not be wary of it; 
and it would be inclusive, not exclusive. Such a party would be a natural 
party of governance for India. 

Is the BJP that party? A year ago, my answer would have been a definite 
no. Here was a self-proclaimed Hindu party going against the very grain of 
the religion, fanning the flames of hatred in Gujarat. The leaders of a true 
Hindu party would have been out on the burning streets, calming passions 
and comforting victims as Gandhi used to do. 

If you ask me that question today, after these state elections, | would 
say BJP has the potential to become India's natural party of governance. But 
it will have to make a choice between Hinduism and RSS-ism. There is, 
indeed, a difference between the two. RSS was born during one of the dark- 
est periods in our history when Indian civilisation, it appeared, had been 
shown to be no match to the West. The founders of RSS, therefore, had one 
objective: to rid Hindu society of its weaknesses. They searched high and 
low for solutions —one of them, B.S. Moonje, even went to Germany and 
Italy to study the methods of Hitler and Mussolini. The RSS founders, per- 
haps, had their hearts in the right place, but they found the wrong solutions 
— solutions not in sync with the genius of our civilisation. RSS-ism, there- 
fore, has always been a peculiar mixture of the best of Hindu philosophy and 
the worst of western narrow-mindedness, and it produces men like Togadia. 

That is why BJP has to make a choice. Not necessarily between secular- 
ism and communalism, but between Hinduism and RSS-ism. A true Hindu 
party would be good news for India. Also the world. * 


You can reach Tony Joseph, editor BW, at tony@bworldmail.cc com 
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HERE could be good news for 

small companies in the coming 
months. Till now, banks have 
passed on the benefits of lower 
interest rates to their best clients, 
often lending to them at rates 
below the prime lending rate (PLR). 
But at the same time, lending rates 
for most other companies have 
been uncomfortably sticky. 

The Reserve Bank of India (RBI) 
has not been happy with this, and 
has often made its displeasure 
public. Recently, the central bank 
asked the local bankers' club — 
the Indian Banks Association (IBA) 
— to come up with a benchmark 
PLR. The IBA says it is almost 
ready with one, which will replace 
the multiplicity of PLRs that cur- 
rently confuse us all. 

One need not go into the tech- 
nicalities about what the bench- 
mark PLR will mean. All that mat- 
ters is this: senior central bankers 
expect that lending rates will come 
down by about 50 basis points 
once bankers shift to the new 
system. 


BS 


RE the Chinese hitting back at 

the Americans? A new report 
from the Bank of International 
Settlements (BIS), an apex body of 
global central banks, has said that 
China’s banks were bringing their 
money home and thus seeing an 
increase in domestic deposits. The 
BIS says that this means that 
money available “for the funding of 
foreign government deficits is 
shrinking”. 

Asian central banks have been 
the main financiers of America’s 
$500-billion current account 
deficit. Japan, China and Hong 
Kong are among the biggest 
investors in US government debt. If 
China pulls its money out of 
America, the dollar could be in fur- 
ther trouble. 


IMP WU RAE a Ee yh imu 


essc IDEAS 





by Niranjan Rajadhyaksha 


The Americans have been trying 
to arm-twist China on the issue of 
textiles. The Chinese could very 
well be getting back at them. 


BS 


ERE’S something more on the 

dollar. The spectacular rise in 
the price of gold in recent months 
is commonly assumed to be the flip 
side of the fall in the value of the 
greenback. Gold is priced in dollars. 
Its price will climb if the value of the 
currency it is priced in falls. That’s 
what relative prices are all about. 

But can this line of reasoning 

be extended to other commodities, 
oil in particular? Oil, too, is priced 
in dollars and the Arabs could be 


| forced to increase the price of their 


economic mainstay to maintain 
eamings. The Wall Street Journal 
has reminded its readers that the 
first oil shock came in the wake of 
the collapse of the Bretton Woods 
system in 1973. "Rising oil prices 
then were a result of dollar infla- 
tion, not its cause," says the 
Journal. 

Oil prices have been stubbornly 
high in recent months? Is this 
because of the fall in the dollar? 
Oil producers, as explained earlier, 
could be keeping prices high to 
negate the effects on their earn- 
ings of the fall in the dollar. 

There is another option, though: 
the Arabs could start billing in 
euros. That will upset the power 
balance in the intemational finan- 
cial system. 


BS 


NEW United Nations report on 
HIV/AIDS and Development in 


_ South Asia 2003 makes for scary 


reading. The report says that 0.8% 
adult Indians are HIV positive. The 
comparable figure for most other 
countries in the region is les that 
0.1%. Only Nepal comes close to 


| us: its exposure is 0.5%. B 


Ve nE com e e . 
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NOVARTIS' EMR 


Will it bea 
shortlived grant? 


T appears as if the Patent Office will 
| be forced to review its decision on 

the grant of an exclusive marketing 
right (EMR) to Swiss drugmaker Novar- 
tis for cancer drug imatinib mesylate 
(see ‘Fighting To Be Exclusive’, BW, 24 
November). “It is to be seen whether 
while granting the EMR, all parameters 
have been followed properly or not. Ifit 
has been wrongly done, it can be recti- 
fied,” an official in the Patent Con- 
troller’s office in Kolkata, which granted 
the EMR, told BW. 

Of course, that does not automati- 
cally mean that the EMR will be re- 
voked. But the second thoughts are the 
result of anumber of queries the office 
has received, including one from the 


SANJIT KUNDU 


Ranjit Shahani: confident of his rights 


ministry of health. The Indian Pharma- 
ceutical Alliance (IPA), an Indian drug- 
makers’ lobby, has written to the Patent 
Controller S.N. Maity contending that 
the EMR has been wrongly given. The 
IPA says imatinib was first sought to be 
patented in 1993 in Canada. An EMR 
can be granted only to a drug on which 
the first patent application was made on 
or after 1 January 1995. Novartis has ap- 
plied for an EMR on the basis of a sepa- 
rate patent application made in 1998, 
which IPA says is for a modified form of 
the drug. Besides, it says this modified 
form has not even received marketing 
authorisation from the Indian drugs 
regulator, another prerequisite. But 
Ranjit Shahani, vice-chairman and MD 
of Novartis says none of the IPA's argu- 
ments would hold water. "These (objec- 
tions) are red herrings," he says. iei 

GAURI KAMATH 








'Karibu Tanzania' 
- Welcome to 
Tanzania 


Welcome to the Serengeti, the land of ` 
immense investment o pportunities i 
and natural glory. From the startli 
sights like Mount Kilimanjaro 
wildlife resorts like Ngorongor 


Crater. Tanzania has come a long: 

















Tanzania the land of the world famous Serengeti National Park, the 
Selous Game Reserve, the unique animal paradise of the Ngorongoro 
Crater and the legendary Mount Kilimanjaro, was also perhaps the site 
of human origin? 

A land blessed with natural beauty has evolved to be a land full of 
promises. The history of Tanzania is as rich and colourful, as is its 
natural beauty. We notice a blend of cultures for a land, which has seen 
regimes like the Arabs, Europeans, Portuguese, German and the 
Persians throughout the 12^ Century to the early 1800s 

The World War I ended the German colonial dominance and under a 
League of Nations mandate brought Tanganyika under the control of 
the United Kingdom. Post World War I] Tanganyika acquired the status 
of a United Nations Trust Territory, under the control of the British. 
With the departure of the British rulers, Tanzania, Kenya & Uganda 
got independence with First Presidents * Julius K. Nyerere - Tanzania. 
° Jomo Kenyatta - Kenya. * Milton Obotte - Uganda. 


Self-government & independence was a vision held by Julius Nyerere 
for Tanganyika. Often referred, as 'Gandhi of Africa' he was the chief 
architect of the union of Tanganyika & Zanzibar, which formed the 
United Republic of Tanzania in 1964. 


Nyerere was declared the first Prime Minister of Tanzania. Re-elected 
president three times Nyerere or Mwalimu (leacher) remained one of 
the most revered twentieth — century leaders of Africa till his death in 
1990, 

During his tenure the socio economic condition of the country went through a sea change. One of the major 
achievements of Nyerere was to attain 95% literacy, which in turn brought political stability in the country. 
These facts are luring foreign investors to this rich land. President Benjamin Mkapa takes this legacy forward 
by announcing several measures to promote joint ventures and collaborations to develop the local industries. 
He has also announced substantial reduction in Government control of the economy to give impetus to 
investor confidence and make the business environment more transparent. 





PROMOTIONS 


The major sector that has attracted the Tanzanian Government's attention is tourism. This is because of its 
tremendous potential to attract foreign tourists, which in turn shall earn the country foreign exchange, which 
can be utilised for the developmental purposes. 





The World Bank and the European union have participated in finalising Tanzania's Tourism Master Plan as 
they have realised that this will be the pivotal driver to the country's growth and prosperity. Tanzania boasts of 
its abundant nature, a large untouched and unpolluted coastline, and natural wildlife reserves. We take you 


through this heavenly land exploring each of these spectacles in isolation. 
The crown jewels in the tourist attraction in Tanzania are all located in the northern circuit. 


Serengeti National Park: 


Serengeti National Park, locally known as the Siringitu - 
‘The place where the land moves on forever’ encompasses 
a 30,000 square kilometer region. Over 90,000 tourists visit 
the Serengeti every year. It has a unique ecosystem, where 
the essential features of climate, flora and fauna have 
largely remained constant over the last million years. 


The park is teeming with wild life: Lions, leopards, 
cheetahs, hyenas, foxes, hunting dogs and jackals share 
the park with large herds of antelopes, impala, zebra, 
gazelles, buffaloes and wildebeast. Giraffes, rhinos, 
elephants, hippopotamus co-exist with the hares, 
porcupines, baboons and monkeys. It is estimated that the 
park houses over 3 million large mammals, along with 
nearly 500 species of birdlife, which include storks, 
vultures, and flamingoes and fish eagles. There are reptiles 
too, crocodiles, lizards and a wide variety of snakes. A 
veritable treasure house of animal life, nature could not 
have been more bountiful. 


However, the greater nature's wonder is the annual animal 
migration ritual that takes places every October - 
November. Over a million wildebeast and more than 
200,000 zebras accompany 350,000 graceful gazelles on 
their annual pilgrimage from the northern hills to the lush 
plains in the south, in search of grass. An unparalleled 
spectacle this, the sight of nearly 1.5 million animals on 
the march. An eventful journey triggered by the rains, full 
of perils at every turn, flooded rivers, swollen lakes, 
disease, poachers and the hiding predators for waiting in 
the wings are all of Serengeti's 2500 lions, and the cheetahs, 
preparing to gorge on the hapless wildebeast and zebra 
calves. Lurking leopards, sulking hyenas, sleepy eyed 
crocodiles, and the circling vultures, all join in the carnage. 
Lethal killers and scavengers, all partaking of this annual 
offering. A 'live' drama of life and death and survival 
played out across the vast expanse of the Serengeti. 





M.R. Jaffer Sabodo (A.C.C.A) 

Specialist & Consultant 

in Finance for Hedge 

Funds, Debt Funds & 

IMPX Finance for & from 

France, India, Germany, 

Sudan, Tanzania, Uganda & 

Egypt. x 

“Tanzania is a good investment opportunity 
because it offers: 

* Good Return on Investment. 

* Long Term Prospects. 

* Political Stability & Non - Interfering 
Bureaucracy. | 

*ECGC of India & similar Global 
bodies have upgraded the status of Tanzania 
as a safe investment economy & has brought down 
the premium rate of Insurance for the benefit 
of the exporters. 

* We offer i insurance for Foreign Investment by the 
Multinational Investment Guarantee Agency 
(MIGA). um 

* We also offer insurance against currency 
fluctuation. RE 

* Consultation on Indian Eon Block Funds of 
Non-collection over Rs. 2 crore are handled by 
us in many African countries. 














PROMOTIONS 
Mount Kilimanjaro: 


Mount Kilimanjaro is located at the north — eastern tip of Tanzania. 
For the adventurous, a climb of Kilimanjaro will lead through the 
mists of Equatorial jungle to reach the snows and breathtaking 
views from the summit. 


The mountain has three volcanic centers - Shira, Kibo & Mawenzi. 
Five, seven and eight day climbs are easily arranged from Moshi 
or Arusha and are the perfect start on a visit to Tanzania. 





Mount Kilimanjaro can be climbed at any time during the year. The adventurer is actually is more of a trek 
than a mountain climb than ascending the Kilimanjaro. 


" A treasure chest for potential investors, Tanzania welcomes international 
business, and specially the Indian business community to set up joint ventures 
to fully develop the vast natural resources the country has to offer. Tanzania is 
today on a fast track to industrialisation and self-suficiency. Fishing, Mining, 
Tourism, Agriculture or Timber all offer tremendous opportunities for growth. 
Tanzania offers a very proactive ambience that promises 


4 
Gideon Shoo, Ph.D ° Good Returns on Investments. * Long term Prospects * Political Stability 
Production Editor, Habari Corpn. Ltd. 


; e r "n 
Dar es Salaam, Tanzania A Non Interfering Bureaucracy 


" The Coast Region Co-operative Union Limited (CORECU) offers opportunities for Indian 


business interested in agricultural commodities and expects to encourage a TWO WAY 
TRADE for the benefit of the Indian local community and the Tanzania community in general. 
Headquatered in Dar-es-Salaam, CORECU is a collective body of about 60 affiliates Primary 
Agriculture Marketing Co-operative Societies with a total membership of about thirty thousand 
(30000), individual members. 

CORECU invites enquiries for import of * Raw Cashewnuts * Cotton Lint * Simsim 
(Seasame Seeds) è Green Gram Yellow Gram * Beetel Leafs * Beetel Nuts * Beans Sorghum 








U.R.Kingo 
We also look forward for Joint Venture Patrners for supply of agricultural machineries, la EOAR tes Coast 


small tractors, implements and linputs, small tilles, irigation equipments, agricultural Region Co-operative Union 
chemicals and fertilisers." Ltd. Tanzania 





The government has implemented a host of other investor friendly measures, which include: 

* The recognition of private property and protection against any non-commercial risks. * Insurance for foreign 
investment by the multi national investment guarantee agency. Settlement of disputes by an affiliated body of the 
World Bank — the centre for settlement of investments disputes. * 100 % of capital allowance in computing capital 
gains and profits. * Easy facilities for obtaining various work related licenses such as work permit, residence permit, 
industrial licensee and trading licensee. * Special concessional duties for investors and capital and project cost and 
automatic permission for employment of foreign national for certified projects. 


With a longest coastline of 800 kms Tanzania invites Industrial Joint Ventures for Salt Manufaturing and also for 
Dairy Development. In a nutshell Tanzania — the land of opportunities promises excellent returns on investments and 
long term prospects. With conducive factors like a politically stable government and an extremely supportive and 
non-interfering bureaucracy Tanzania invites you to a land of opportunities. 


This feature is sponsored by: AFINA EUROPE LIMITED - PARIS 
M.R.Jaffer Sabodo 
Consultant for International Debt — Finance, Hedge Funds & IMPEX Finance 
Nkrumah St / Clock Tower, P.O. Box 730, Dar es Salaam, Tanzania, East Africa 
e Tel # 4255 - 22 - 2135475 © Telefax # + 255 — 22 — 2121396 / 3597 
* Mobile # + 255 (0) 744 296888 * Email: afina@raha.com 
e Tel # +255-22-2771409 * Mobile # +255-744-313290 
www.darcinemas.com 
Watch for an article on Investment Opportunities in our 26" Jan. 2004 issue 
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CARBON TRADING 


Pollution for sale 


OR corporates who 
feel there isn't reason 
enough to turn envi- 
ronment-friendly, 










The first steps to cleaner air 


The first carbon emission reduction tender was floated 
in November 2001. Of the 18 participants selected in 







‘COMPANY 


——— rh he ne arrears 


March 2003, five were Indian 
PROJECT DETAILS CER (TONNES; 


tender floated for the purchase of CERs 
These projects lean towards alternative 
sources of technology as do others in 
the fray. Balrampur Chini plans to use 
biomass for generating electricity. "In- 
dia has large biomass resources. We can 
take advantage of them through the Ky- 
oto protocol because it makes the alter- 
native technology projects viable," says 
Kishore Shah, CFO, Balrampur Chini. 
Reduction of carbon dioxide emis- 








.; increase 
.., Jamshedpur plant. It will recover waste 





Tata Steel finalised talks 


.; with Japan’s New Energy and Industrial 


Development Organisation (NEDO) to 
energy efficiency at its 


heat from coke and reduce coal con- 
sumption. "The Rs180-crore project will 
see Japan committing to cover 6096 of 


\ © the project costs by bringing in technol- 


ogy and machinery,” says R.P Sharma, 
Tata Steel’s chief of environment and 
occupational health. The agreement 
will be signed next month after neces- 
sary approvals. 

The Kyoto Protocol set pollution re- 





duction targets for 41 industrialised na- 
tions to be achieved by 2012. In case ofa 
shortfall, there are some flexible mecha- 
nisms at their disposal. Under the Clean 
Development Mechanism (CDM), the 
Carbon Emission Reduction (CER) in a 
new project in any of the 145 countries 
(including India) can be bought for 
cash. Or CERs can be obtained by in- 
vesting in energy efficient projects. 

This year five Indian projects re- 
sponded to the Dutch tender CERUPT 
(Certified Emission Reduction Unit Pro- 
curement Tender) — a first of its kind 


ASHISH AGGARWAL 
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‘yearn $3.40 for every tonneof |suzign Energy, Wind OUR sion is expensive in developed nations 
.; carbon dioxide emission re- | Sankaneri, Tamil Nadu energy idis as their machines already operate at a 
" duced. The Kyoto Protocol Vestas-RRB, Wind 272.000 high fuel efficiency. Thus, India, Brazil 
_/ advantage has made Tata Remeswaram, Tamil N Nadu energy — and China are expected to be the largest 

. Steel the latest Indian firm to Enercon India, Nipani Wind 475.607 beneficiaries of CER. To take advantage, 

' plan the upgradation of its | "d Van as Karmatake energy MEAE many Indian firms have lodged docu- 
. ; manufacturing facilities. ind-Barath Energies, Biomass ments with the environment ministry. 
V SAIL, Balrampur Chini, Essar p Mem. dus EDEN E 00,000 Sources say 11 projects — mostly bio- 
^ ; and Jindal Vijaynagar are not E Kalpa Taru Power : polis 1,150,000 gas-and windmill-based projects — are 
far behind. = | as sao ives in the pipeline. Once approved, their 


CERscanbe traded in the global market. 

What if Kyoto Protocol talks fail? 
Sharma says: "Kyoto or no Kyoto — car- 
bon trading will be a reality. We have no 
choice but reduce carbon emissions for 
the survival of future generations." 

But, there is still a long way to go. 
SAILs CDM consultant Jagdish Arora 
says: "Unlike Chile, which has already 
tapped 80-90% of its potential by selling 
CERs to European firms, India is yet to 
wake up to this opportunity." Hopefully, 
the ongoing Conference of Parties in 
Milan will take the mandate further. Bi 

ANUJA BYOTRA 
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The dance of the Gods, 
ina setting that's as dw 


















Mamallapuram Dance Festival 
Dec. 2003 - Jan. 2004 


In the ancient seaside city of 
Mamallapuram, the incredible 
monolithic rock sculptures form a setting 
for one of the most memorable and 
popular dance festivals in the world. 
As you sit before this unique open-air 
'stage', created 13 centuries ago by the 
Pallavas, you will be treated to an 
unforgettable aesthetic event - with 
performances by the finest exponents 
of Bharatanatyam, Kuchipidi, Kathakali 
and Odissi. 


VERI | UYKU 


EC Jun Tfi 


"Erit Ne ale 





For details on TTDC's attractive package tours with excellent accommodation and transport facilities, 
^ please contact: TTDC, Tamil Nadu Tourism Complex, Wallajah Road, Chennai - 600 002. India. 
: Ph: 91-44-25388785/25361640. Fax: 91-44-25382772. E-mail: dir-tour@tn.nic.in, 
Ó, website: www.tamilnadutourism.org Call: Chennal 91-44-25389857 * Mumbal 91-22-24110118 
* New Delhi 91-11-23745427 * Kolkata 91-33-24237432 * Goa 91-832-2226390. Visit us at www.tn.gov.in 


\ / trends and data. The Actuarial 
— Society of India is trying to fill 


E gust 2003, is in place. 


* / chief financial officer, 
—, Birla Sun Life Insurance, 


LIFE INSURANCE 


Morbid mission 


IFE insurance firms cover the 
risk of death. An analysis of 


mortality rates and trends is, | 
therefore, imperative, so that | 


they can charge apt premia on their 
products. While mortality on a global 
scale is increasing, interest rates are de- 
clining. This means that annuity issuers 
have to deliver fixed income for longer 
periods in a regime of lower returns. 
This could be dangerous. 

More so as thereis no special body in 
India looking at mortality 


^^ this gap. The structure of the 
. 7; ‘Mortality and Morbidity 

" Investigation Bureau’ 
. (MMIB), mooted in Au- 


But wont the govern- 
ment’s census data do 
the trick? Peter Akers, 


explains why it will not: 
- “Insurers need mortality 
statistics for relevant 
parts of the population, 
. not the entire popula- 





table, 1994-96 






their data compares with the industry 
, average. To start with, the MMIB will 
only be studying mortality with the life 
insuring population in mind. Later, it 
will look at pensions and annuity prod- 
ucts as well. 

While the MMIB will help players 
charge more appropriate premia from 
customers, this is no guarantee that in- 
surers wont slip up. In the UK, for in- 
stance, actuaries produced the first 
_ mortality table in 1843. In 1924, collec- 
tion of data became a continuous 
process, and led to the emergence ofthe 
Continuous Mortality Investigation Bu- 
reau. But despite the existence of a mor- 
tality body forso many years, the UK has 
seen one of the biggest insurance scan- 
dals, thanks to the exploits of Equitable 
Life Assurance. Equitable built in a guar- 
anteed annuity option into its pension 
plans. As interest rates fell and pension- 

ers started living longer, Equitable 
of existence, | started using surplus funds in its with- 
has  valu- | profit products to meet the annuity 
able data. Af- | guarantees. But UK courts held Equi- 
ter intensive | table actions illegal in late 2000. And the 
analysis, onceevery | drama that's been unfolding over the 
few years, the MMIB | last five years is now coming to its cli- 
will put out a report | max — Equitable Life Assurance is now 
on the general mor- | closed for new business, which is the 
tality experience of | closest an insurance company can get 
2 the insured popula- | to shutting down. So, a mortality bodyis 
= tion.Itwillalso give | agood thing, but only if regulators and 
feedback tocom- | insurers pay attention to its findings. Bii 
panies on how VIKAS DHOOT 


tion. Different groups of people have | 
different mortality profiles. In the US, 
for instance, people in one part ofthe | 
country have a different mortality pro- | 
file than those in another part. A variety 
of factors — climate, employment, pol- 
lution levels and so on — impact mor- 
tality trends. People who apply for in- 
surance tend to differ from the general | 
population." 
The MMIB will first | 
determine the kind of 
data to be collected 
and ask all insurers to 
submit that data. 
LIC, for instance, 
with its decades 



















SECOND THOUGHTS 


HE first stage of pension reforms 

will take off on 1 January 2004 — 

all new government employees 

Will be a part of the new regime that has 
no guaranteed benefits. Till the new 
. pensions system expands to cover other 
organised and unorganised sections of 
the workforce, we will have a peculiar 
situation — while government employ- 
ees’ pension funds will be managed by 
the private sector, the pension funds of 
private sector employees will remain 
under the government's management, 
through the Employees Provident Fund 
Organisation. The question: given a 
choice, would private pension fund 
managers prefer the 'safety' of their 
provident fund accounts over their own 
market-linked schemes? * 
VIKAS DHOOT 


ZEE-RAJSHRI 


Big screen deal 


T seems like a deal made to titillate the 
stockmarkets. As Zee's distribution tie-up with 
Rajshri Productions (and not buy-out as some 
papers said) was announced, its stock jumped from 
Rs 130 to Rs 140. The deal involves distribution of 
films produced, co-produced or acquired by the two 
firms through the Rajshri network. But how will it 
benefit Zee, which has produced only one film so far, Gadar? Also, a majority 
of the distributors are one-man shows. Nittin Keni, CEO, films division, Zee 
Telefilms, says: "Instead of taking a year to set up a similar distribution 
network, we get 20 offices across the country and Rajshri's goodwill. We are 
not looking for exhibition strength, but for distribution." Keni is in talks with AB 
Corp, among others, for co-productions. Analysts, however, feel that instead 
of a distribution tie-up, Zee should have bought the Rajshri library. Ñ 
VANITA KOHLI-KHANDEKAR 





SANJIT KUNDU 
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Great Moments at Work. 





Introducing the new Microsoft Office System. Microsoft More than what it used to be, Microsoft Office is now an 
Office System integrated system of programs, servers, services and solutions 


Now users can do more for themselves so you can focus 


on the important things. That's because with Microsoft* "ren qe» WPA 

Office InfoPath” 2003, company forms can now be EET cmm 

automatically updated with the latest information. The FrontPage? 2003 Publisher 2003 ai A RIEN 

result? Everyone has the most current version, minimizing citet vaa a a n d joe, Solution Accelerators 

rework and data reentry. That means less busywork for oes -ititi 

them. And better yet, less busywork for you. For more hobina Techndiogier 

information, go to microsoft.com/officelT conci on rt iR ee erie 7 
a 3 

Microsoft by... ud. 
© 2003 Microsoft Corporation. All rights reserved. Microsoft, FrontPage, InfoPath, the Office logo, OneNote, Outlook, PowerPoint, SharePoint, Windows, Windows Offfi Ce 


Server, Visio and "Your potential. Our passion.” are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries 


Contact your nearest Microsoft reseller for more information or call 1600111100* or e-mail: connect@microsoft.com 
*Conditions apply. For complete offer details and terms and conditions log on to www.microsoft.com/india/office/promo. 
*Toll free for all metros: Ahmedabad, Bangalore, Chennai, Delhi, Hyderabad, Kolkata, Mumbai and Pune. Also, more offers 
on Windows XP Professional Upgrade. 
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[. CEO pay components — 2003 
- Indian CEOs most pampered - ote eo. 
r Towers Perrin, a global human resource consulting firm ! Ch | | 
> conducts an annual Worldwide Total Remuneration study of ` ve 
compensation and benefit practices. This year, it studied  : India 
f India for the first time. The key findings: Indian CEOs are — | Malaysia 
f the most pampered lot in the world with perks forming the : Taiwan 
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JAWAHARLAL NEHRU PORT TRUST 


In troubled waters 


NPT container terminal has in- 
vited bids for privatising its third 
container berth. But the bidding 
process’ structure has raised the 
ackles of shipping unions as they say 
theres no appropriate clause to prevent 
a monopoly. “We don't 
care who gets the deal, 
we want to make sure 
the port remains a com- 
mon user facility and not 


bidders,” says C.R. Nam- 


Agents Association. 
Steamers like Maersk 

and CSX have tied up 

with operators like Con- 


structure to jointly bid 
“The consortium of 
these bidders could spell doom for the 


—7 trade, as shipping lines like Maersk, 
“which has a major share of Indian cargo, 


would give preference to their own 


| nil cargo and other liners would be hesitant 


to come to a port run by a rival,” fear 








JNPT: in the eye of a storm 





members of shipping associations. 
“The civil aviation ministry has said that 
no airline would be permitted to partic- 
ipate in airport privatisation to prevent 
monopoly. The same should apply to 
the shipping ministry too,” says 
R. Srinivasan, president, 
Western India Shipping 
Association. The unions 
have asked for measures 
like putting a cap on the 
maximum number of 
containers. But, accord- 
ing to JNPT chairman 
Ravi Buddhiraja, the ten- 
der document includes a 
clause that the operator 
has to ensure the port re- 
mains a common-user 
facility and if violated, the 
concession agreement 
will be terminated. The expected invest- 
ment in the terminal is about Rs 1,000 
crore, and will be given on a build-oper- 
ate-transfer basis for a 30-year conces- 
sion. JNPT has got five bids, including 
two from shipping firms. * 

SUPRIYA KURANE 
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Source: Towers Perrin Worldwide Total Remuneration Study 2003-04 


SCHEDULE M 


Time factor 


VER 10,000 small-scale 

pharmaceutical units are 

waiting for health minister 
Sushma Swaraj’s decision. Will 
she extend the date for implem- 
enting Schedule ‘M’ by two years? 
Schedule 'M' specifies that all 
manufacturing units should meet 
the current good manufacturing 
practices (cGMP) standards by 31 
December 2003. Units not doing 
so will have to shut shop. This will 
impact SSI units as upgradation 
could cost Rs 25 lakh-Rs 1 crore. 
Besides, most small units have no 
idea of cGMP requirements. In 
Gujarat, with the support of the 
state drug controller, the industry 
has formed a 'Quality Circle' to 
help units upgrade. The view is 
that cGMP standards will have to 
be implemented. When China 
implemented cGMP only 600 
units survived out of the 6,000 
that existed earlier. Is that the 
shape of things to come? x 

GINA .S. KRISHNAN 
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100 million customers are now within your bank's reach. 


How do you reach millions of potential customers who don't live within easy reach of your bank branch? 


With the new NCR EasyPoint'" 57i (ASAN), that's how. 
Designed to provide world class service levels in just about any location; ASAN can extend your brand reach, 


attract new customers and profitably service them. 


Now, with an economical ATM presence almost anywhere - big city office, neighbourhood store or remote small 
town - you can offer unprecedented convenience, gaining real competitive edge and improved customer loyalty. 


The first ATM to be conceived, designed and built in India, ASAN now brings everyone within reach. 


MORE ARESULIS 





PWC TECH FORECAST 


Real time and 
transparent 


HE PricewaterhouseCoopers 
(PwC) Technology Forecast 
2003-05 says that the need for 
companies to become intelli- 


gent and real time will drive IT spending | 
growth over the next three years. New | 
| ductivity gains of 15-25% by use of 
, smart tags and smart badges. These are 


standards like Extensible Business Re- 
porting Language (XBRL) and improve- 
ments in business intelligence will allow 
executives to make decisions more 
quickly and efficiently, says the 400- 
page plus report. 





business conditions." 

Retter cites the use of Radio Fre- 
quency Identification (RFID) tags and 
positioning software that uses LAN ca- 
pabilities to identify critical resources 
on the shopfloor. "There could be pro- 


now in use at Wal-Mart and P&G." Wal- 
Mart is doing it at the store shelve level 


| rather than just at point of sale. Suppli- 


There is little that is fundamentally | 
new in the report. What it stresses on is | 


the evolution and implementation of 
technologies that have been in the 
works for the last couple of years. 

As Terry Retter, director of strategy 
and technical programmes at PwC 


global technology centre in Menlo Park, | 


US, and member of the Technology 
Forecast editorial team, says: “With its 
theme, Intelligent Real Time Enter- 


prises, the forecast highlights a series of | 


technologies that enable companies to 
manage information more effectively 
and react more quickly to changing 






TRIBHUWAN SHARMA 





ers can directly watch the product 

movements as it goes off the shelves. 
Another major deployment will be 

the extensive use of XBRL. It is an elec- 


| tronic format for simplifying the flow of 


financial statements, performance re- 
ports, accounting records and other fi- 
nancial information between software 
programs. The report says that XBRL 
will save time and money when infor- 
mation consumers within and outside 

ofa company analyse complex data. 
Other XML-based initiatives include 
one by the automobile industry driven 
by Covisant, a technology services com- 
pany whose B2B applications and com- 
munications services connect the 
global automotive industry. Retter sees 
online procurement via Covisant trans- 
lating to savings of up to $1,000 per car! 
“It's another matter how much of this is 

passed on to car buyers,” says Retter. 
Other key technologies discussed in 
the forecast that will help companies 
transform to real time enterprises in- 
clude evolution of business intelligent 
systems, business integration technolo- 
gies, supply chain event management 
capabilities and expanded use of XML. 
As a result of these implementations, 
the report is optimistic that corpora- 
tions will simplify, among other things, 
the process of issuing business reports. 
Consequently, users will find it easier to 
access the information they need to 
make informed investment decisions. 
In short, it means greater transparency. 
That remains to be seen. x 
SHELLEY SINGH 
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IPOs ahead? 


EBI chairman G.N. Bajpai 
S has reason to cheer. His 

attempts to pep up the IPO 
market by making the private 
placement route unattractive 
seem to be paying off. In the last 
Six years, issuers have preferred 
to raise funds through the unregu- 
lated private placement of debt 
route — more than 8296 of funds 
raised. In September 2003, Sebi ` 
issued new guidelines requiring 
IPO-type disclosures and listing for 
privately placed securities. 

While the last three financial 
years saw privately placed debt 
worth about Rs 52,500 crore, 

Rs 45, 500 crore and Rs 48,500 
crore, according to Prime Data- 
base, Rs 23,275 crore was mo- 
bilised in the first-half of 2003-04 
itself. The results of Bajpai's 
moves have been instantaneous. 
October and November saw a 
sharp drop in private placements 
— just Rs 1,700 crore has been 
raised by eight issuers. 

While market participants are 
hopeful that Sebi will ‘rationalise’ 
the new rules, Prime's Prithvi 
Haldea is sure that “the days of 
free-for-all placements without 
disclosures and listing are over.” 
Meanwhile, Bajpai's fingers will be 
crossed in the hope that some of 
the inconvenienced issuers come 
to the IPO market instead. EI 

VIKAS DHOOT 


J.D. POWER CSI STUDY 2003 HIGHLIGHTS - 


Maruti Suzuki cars' performance 
across all the following 5 parameters 
has contributed to our No. 1 award: 

- Problems Experienced 

- Service Advisor 

- Service Performance 

- Service Timing 

- Facility Appearance 

For nine out of ten makes ranked, 
customers report a greater number of 
repair problems in 2003. However, 5796 
of Maruti Suzuki customers report no 
repair problem at al!! 


: The Leadership Factor 


Quality engineering and performance 

of our cars make our customers the 
happiest in the world 

We have over 40 lakh cars on the road 
today 

We sell more cars each year than all the 
competition put together 

We offer you cars with the towest cost of 
ownership 

Widest service network: spread across 
more than 822 cities, it makes service 
and genuine spares easily available 


*#1 Nameplate in Customer Satisfaction Four Years in a Row. J.D. Power Asia Pacific 2000-2003 India Customer Satisfaction Index Studies?" 2003 Study base 
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THE CONGRESS PARTY 


Desperately 
seeking Priyanka 


Is the Nehru-Gandhi clan’s GenNext the party’s only hope? 


OR the Congress as it licks its 
wounds after the humiliat- 
ing 1-3 defeat in the recent 
assembly polls, solace is tak- 
ing the shape of Priyanka 
. Gandhi Vadra. Has the time come to 
draft the fourth generation of the 
Nehru-Gandhi family into active poli- 
' tics? It’s the top-of-the-mind question in 
Congress circles today and the answer is 
an emphatic yes. For a party that oper- 
ates solely on dynastic levers, she's the 
only conceivable solution to its current 
problems, the Brahmastra for the big 
battle that's just 10 months away, the 
2004 Lok Sabha elections. 

So what if the BJP has Pramod Ma- 
hajan, Arun Jaitley and Sushma Swaraj? 
Congress leaders are bursting with im- 
patience to unleash their Generation 
Next, Priyanka and, if he’s interested, 
Rahul, to counter these saffron rain- 
makers. The leaders have privately 
drawn up a blueprint for her already. 
She'll be drafted into the All India Con- 
gress Committee (AICC) as general sec- 
retary like her father Rajiv and her uncle 
Sanjay before that. Shell be given 
charge ofthe all important state of Uttar 
Pradesh (UP). She'll contest from Rae 
Bareli, the seat her grandmother Indira 
Gandhi once held. She'll be the party's 
star campaigner in the parliamentary 
polls. Congressmen and women are 
tripping over their eager dreams for 
their march back to power. 

Despite the family's coy silence on 
the issue, its not inconceivable that 
Priyanka will take the plunge next year. 
She is probably Sonia Gandhi's only 
hope for lifting the morale of her dispir- 
ited party. She is also the only weapon 
against the dreaded 'foreigner' issue, 
which the Congress fears will be used 
against Sonia in the Lok Sabha elec- 








Photographs: PTI 


tions. It is significant that Priyanka 
made a strategic television appearance 
on polling day to declare that it was her 


She " s 


mother who taught her all she knows | 


about Indian traditions and culture. 


Priyanka has, of course, been pre- . 


paring herself fòr a political role ever | 


since her mother took over the reins of | 


the party in 1998. She's shrewdly kept | 


herself in the background to maintain 
her mystique, but has kept her finger in 
the pie by monitoring party affairs regu- 
larly. And after her successful campaign 
on behalf of Sonia in Bellary and Ame- 
thi, and her triumphant one-day 
blitzkrieg against Arun Nehru in Rae 
Bareli in the 1999 Lok Sabha polls, her 
backroom role has been growing. 

She, together with Rahul, pen most 
ofSonias political speeches. The aggres- 
sion and the dramatic, sometimes 
‘filmi’, flourishes are her contribution. 
Brother and sister also pour over con- 
stituency profiles and poll data and, ac- 
cording to those who meet them, both 
are pretty savvy about details like caste, 
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community, local interest groups and 
other factors which are important for 


electoral management. Congress 
sources maintain that Priyanka and 
Rahul are Sonia's most trusted political 
advisors and are often used as sounding 
boards on a variety of issues. 

For the past four years, Priyanka has 
also been nursing the Amethi con- 
stituency for Sonia. She's set up office in 
the MP's bungalow allotted to Satish 


| Sharma to meet visitors, monitor Con- 


gress-funded projects and maintain 
regular contact with Congress workers 


| in the district. She visits the area fre- 


quently and last year, she fired her first 
political salvo by taking on Bahujan 
Samaj Party chief Mayawati, the then 
UP chief minister, over a local Dalit 
whose house was destroyed by upper 
caste landlords. "Her involvement in 
Amethi helped her understand how 
politics works at the grassroots level," 
says a Congress source. 

More significantly, over the past 
year, she's played a role in Congress 





Ashok Gehlot, Ambika Soni and Digvijay Singh after the recent assembly polls 
debacle (L). Can Priyanka Gandhi Vadra bring a smile to their faces? 


party affairs in UP. It was she who 
worked out the modalities of the re- 
entry of Sanjay Singh, the raja of Ame- 
thi, into the Congress. She is believed to 
be pitching strongly for him to take over 
the UP unit in the hope of wooing the 
Thakurs, who wield considerable influ- 
ence in and around Amethi. 

She's also in touch with Kusum Rai, 
the main political aide of former UP 
chief minister and BJP member, Kalyan 
Singh. Rai and Priyanka met secretly 
some months ago after which she tele- 
phoned to congratulate her when her 
daughter was born. It's an important de- 
velopment because in the volatile at- 
mosphere in UP where political align- 
ments are constantly shifting, Priyanka's 
channel to Rai is an indication that the 
Congress is keeping its options open. 

Congress leaders maintain that 
Priyanka has the necessary charisma to 
attract crowds and, as her aggressive 
campaign against Arun Nehru in Rae 
Bareli in 1999 showed, she's quite capa- 


ble of taking anybody on. Being young | 








and fresh, they feel that she will be a hit | 


with the 18-25 age group of voters, who 
want 21st century leaders, not the old, 
cynical generation that rules today. 


If only it was that simple. When the | 


Congress finally sits down to analyse 


what went wrong in Rajasthan, Madhya | 
Pradesh (MP) and Chhattisgarh, it may | 


find that the party needs more than the 
Gandhi magic wand to come back to 
power. In a highly fragmented polity, in 
which different interest 
whether caste-, community-, gender- or 
age-based, are splintering traditional 
political equations, the macro picture is 


of Indira Gandhi and Rajiv, when poli- 
tics was simply divided into the Con- 
gress versus the rest. 


groups, | 


| far more complex than the heady days | 


One important lesson for the Con- | 
gress from these elections is the erosion | 


of its traditional voter bases. In Ra- 
jasthan, for instance, the Jats virtually 
abandoned the Congress and, for the 
first time, voted in large numbers for the 
BJB otherwise perceived as a Rajput-Ba- 
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nia party. In the Jat belt of western Ra- 
jasthan, the Congress won just one seat. 

Worse, virtually all the seats in the 
tribal belts were taken by the BJP. In 
Chhattisgarh's Bastar, Jashpur and sur- 
rounding tribal districts that are said to 
be controlled by the Naxalites, the Con- 
gress failed to win even one of the 20 
seats. It was total decimation in areas 
the Congress has held for the past 50 
years. BJP sources attribute this to the 
steady penetration by RSS-sponsored 
NGOs in tribal areas. These NGOs have 
not only been conducting anti-conver- 
sion campaigns, but are also setting up 
badly needed social infrastructure like 
schools and hospitals. 

Another eye opener for the Con- 
gress is the manner in which smaller 
parties like the Samajwadi Party (SP), 
Nationalist Congress Party (NCP) and 
the Bahujan Samaj Party ate into its 
votes. Both in Rajasthan and MP, the 
vote share of 'others' jumped by almost 
696, all at the cost of the Congress. And, 
to their shock, SP and NCP won seats in 
these states for the first time. In Chhat- 
tisgarh, NCP hived off enough votes 
from the Congress to defeat it in eight 
constituencies. It made the difference 
between victory and defeat for Con- 
gress chief minister Ajit Jogi. 

These are serious indicators on 
which the Congress will have to ponder. 
As itis, the party is almost non-existent 
in crucial large states like UP, Bihar, 
Tamil Nadu and West Bengal, which ac- 
count for 202 of the 542 seats in the Lok 
Sabha. In another 90 seats (Maharash- 
tra and Andhra Pradesh), it is struggling 
to keep a foothold. It doesn't leave the 
Congress with much options except to 
bow to reality and accept the fact that 
the days of one pre-eminent party rul- 
ing at the Centre are gone. 

It is in this political scenario that 
Priyanka will have to take over and live 
up to every Congress worker's faith in 
the Gandhi name. The prospect is 
daunting and the family is bound to 
weigh its options carefully before it de- 
cides to field her. But unless Sonia man- 
ages to deliver in the next round of as- 
sembly elections in Andhra Pradesh, 
duein March, the Gandhis may have no 
other choice but to let Priyanka take the 
plunge, if only to keep the Congress 
from disintegrating. a 

ARATI R. JERATH 
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HERE are striking parallels be- 
tween the economic recovery and 
the recent cricket test match at 
Brisbane. Commentators still can- 





not get over the fact that the unex- | 
pected has happened: the manufacturing sec- | 


tor has dramatically rebounded and Saurav 


Ganguly has scored a blazing century. It's obvi- | 


ously the season for surprises, and so it is mer- 
rily assumed that the old favourites — software 
and Sachin — will fire away come what may. 

Let's leave Sachin aside for a moment. I'm 
sure he'll put that awful lbw decision behind 
him. But should we be wishing away the prob- 
lems that need to be addressed if India is to 
transform itself into a successful digital society? 
The issue here is not the ability to sell code to 
multinationals or take calls from harried Amer- 
ican consumers. The issue is whether millions 
of ordinary Indians are any closer to using digi- 
tal technologies that can help them leapfrog 
into the modern economy. That was the real 
promise of the new economy, remember? 

Last month, the International Telecommu- 
nications Union (ITU) published its first global 
ranking of access to informational and com- 
munication technologies (ICT). Countries 
have been classified into one of four digital ac- 
cess categories: high, upper, medium and low. 
Do you know where India stands? Almost at the 
bottom of the group of countries with medium 
access. We are sandwiched between Morocco 
and Kyrgyzstan. 

Itcould be argued that the rich countries are 
bound to have alead on us. But the whole point 
ofthe digital revolution is that it allows the poor 
countries to catch up fast. The ICT index shows 
that many countries in Asia are way ahead in 
the game. Korea, for example, is at number four 
in the global rankings, far ahead of countries 
like the US and the UK. The United Arab Emi- 
rates (with its Dubai Internet City), Malaysia 
(Multimedia Corridor) and Mauritius (Cyber 
City), too, have done remarkably well. 

Why is India lagging behind? The authors 








digital illiteracy 


make a point that needs to be dinned into the 
heads of our policy-makers. "Until now, limited 
infrastructure has often been regarded as the 
main barrier to bridging the digital divide. Our 
research, however, shows that affordability and 
education are equally important factors." 

Digital infrastructure is not as much of a 
problem as it once was. There is enough fibre 
on the ground today. Reliance Infocomm, for 
instance, has said that it is ready to bring broad- 
band to 17 million buildings across the country. 
Education will be an issue, but a long-term one. 
The immediate hurdle that can be removed is 
high prices on IT hardware. 

There is alot the government can do here. 
The Thai government, for instance, has used its 
muscle to buy on behalf its citizens and drive 
down prices. It has also given incentives to 
banks to give computer loans. The Indian gov- 
ernment, too, can do something similar. But 
the one decision it needs to take so as to in- 
crease digital access is to cut taxes on hardware. 

There could be an estimated Rs 5,000 crore 
of revenue lost. It may seem a lot, but it's likely 
to be far less in reality. And economic activity is 
bound to get a boost if there are more IT invest- 
ments in the economy. Some economists, in 
fact, believe that the revenue gains from more 
economic activity will pay for the revenue lost 
because of lower taxes on IT hardware. The 
lessons from the mobile telephony business — 
where revenues climbed after prices crashed — 
are proof enough that tax cuts make sense. 

The World Economic Forum, too, has just 
released its network readiness index for 2003. 
India fares better here, at rank 45 (China is at 
51). The complete data is still not available, but 
last year's index showed that though India 
scored fairly well, we were way down the ranks 
on two counts: individual readiness subindex 
(70) and individual usage subindex (79). 

The digital revolution has not reached the 
masses. It's time the government addressed 
this problem by bringing down import and ex- 
cise duties on computer hardware. 5i 
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YRIL Parry waited for a very longtime | 
for his turn to come. The 59-year-old “ 
retiree from Birmingham, UK, was suf- 
fering from rheumatoid-arthritis. He 
needed a hip replacement operation ur- 
gently. He waited patiently though his pain was 
getting worse and his movements increasingly re- 





stricted. Unfortunately, Parry was stuck at the end of a very 


long queue. The overburdened National Health Service or- 
thopaedic surgeons in the UK were booked solid — for several 
years. Finally, Parry was told that his turn would come four 
years and nine months down the line. 

That was when Parry started surfing the Net to see if he 
could get his hip surgery done elsewhere in the world. After a 
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The market is $40 billion and 
counting. It is growing at 20% 
every year. But how does one tap 
the opportunity:*Prosenjit Datta and 
Gina S. Krishnan report 
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full year of research, he shortlisted two destinations: a hospital | 


in Thailand and Apollo Speciality Hospital, Chennai. In No- 
vember this year, Parry opted for the latter because, at £4,000 
(excluding airfare but inclusive of a 10-day stay, post-opera- 
tive care and a full health check-up), it was almost £5,000 
cheaper than the Thai option. 

It was ironic that Parry needed 
to travel abroad for his treatment. 
He was, after all, undergoing a pro- 
cedure called the ‘Birmingham Hip 
Resurfacing’ — a new technique 
considered as a superior alterna- 
tive to the full-hip replacement 
surgery, and named after the city it 
was pioneered in. It was perfected 
at the Royal Orthopedic Hospital in 
Birmingham as recently as 1998. 

Cyril Parry needed to travel be- 
cause of the healthcare system fol- 
lowed in the UK which is creating 
long waiting lists of patients in that 
country. More on that later. But 
long waiting lists are not the only 
reason that there’s been a huge 
surge in medical travel globally in 
recent years. Patients from rich 
countries in the Middle East travel 
to the US when they need top 
notch medical care. Residents of 
poor developing nations such as 
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Nigeria or Bangladesh travel to their more developed neigh- ` 
good facilities available in their own countries. 
Thousands of Japanese citizens seeking med- 
"ical treatment fly abroad because of the pro- 

hibitive costs of treatment in their home country. 





Americans seeking cosmetic surgery often fly to South Africa — 
for face tucks and breast augmentation because their insur- = 
ance coverage doesn't pay for those — and it is cheaper to get — 


them done in South Africa than back home. 

Nobody has collated the complete worldwide statistics 
about how many people travel abroad for health- and medical 
care-related reasons every year or how much they spend. But 
a Saudi Arabian report pointed out that in 2000, medical trav- 
ellers from the Gulf region alone spent over $27 billion seeking 
treatment in various nations around the world. Ifthe medical 
travellers from around the world spent even half as much that 
year, the total business in 2000 alone would have been in ex- 
cess of $40 billion. And even that could be an underestimate. 
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ORDAN stumbled upon the medical travel opportunity 
J quite by accident. After 9/11, it found that a vast number 

of patients from its neighbouring countries, who had oth- 
erwise been travelling to the US for treatment, started coming 
to Jordan. 

That was when this Middle Eastern country launched a 
massive investment programme to upgrade and modernise 
its public hospitals and medical schools. It helped that Jordan 
already had fairly good healthcare infrastructure, especially 
when compared with its neighbours. 

With around 10,000 doctors, 33 private hospitals and 
2,000-odd beds, it is unlikely that Jordan will be a really big 
healthcare destination of the like 
of, say, Thailand, or even India. 
But what matters is that Jordan 
attracts a lot of Arab patients 
from nations like Yemen, Oman 
and Syria. They come in for every- 


“The estimate is that the 
healthcare market in the Organisa- 
tion of Economic Cooperation and 
Development countries alone is 
worth about $3 trillion, and ex- 
pected to go up to $4 trillion in 
2005,” says Rupa Chanda, profes- 
sor at the Indian Institute of Management-Bangalore, and 


ICRIER which prepared a report for the World Trade Organiza- 
tion on the potential for trade in health services. Chanda re- 
fuses to hazard a guess on how much of this is actually cross- 
border medical traffic, just saying that the opportunity is huge. 

More importantly, it is growing rapidly and turning out to 
be an immense business opportunity for nations that are po- 




















Asia — Thailand, Malaysia, Jordan, Singapore and India — 
pulled in over 1.3 million medical travellers and earned over 
$1 billion (in treatment costs alone). In each of these nations, 
medical travel spends are growing at 20%-plus year-on-year. 


South Africa are emerging as big medical/healthcare destina- 
tions. And a dozen other nations including Croatia and Greece 
plan to make themselves attractive healthcare destinations. 


enon — even in ancient times, there were examples of people 
travelling abroad to spas or famous medical centres for health 
treatment. But in the past five years or so, the movement has 
accelerated sharply. It has developed a massive momentum 
for two critical reasons. 

The first is, of course, the demographics of the developed 


pean nations, the proportion of the elderly (60 years and 
above) vis-à-vis the total population is increasing rapidly. In 
the US, the baby boomers — the biggest chunk ofthe popula- 


nations and also the problems that are cropping up in their | 
healthcare systems. In the US, the UK, Japan and many Euro- | 








who was part of a working group led by Isher Ahluwalia of | 


sitioning themselves correctly. Last year, just five countries in | 


Elsewhere around the world, Hong Kong, Lithuania and | 


By itself, travelling abroad for health is not a new phenom- | 











BET The friendly neighbourhood doctor 


thing from infertility treatments to organ transplants. So, even 
though Jordan treated only 126,000 or so foreign patients last 
year, it earned almost $500 million — roughly the amount that 
Thailand earned from 800,000 medical travellers. 

Two years ago, Jordan set up a special counter at its 
Queen Alia International Airport to meet Arab patients and of- 
fer them a string of free services including transportation to 
hospitals. A Jordanian minister in an interview sometime 
back pointed out that when Arab patients come to Jordan for 
treatment, they typically come with their families. That is why 
everyone — from hotels to taxi drivers — benefit from medical 
tourists. Jordan has now set a target of $1 billion from med- 
ical travel in the next couple of 
years. It is likely to have competi- 
tion from its neighbours though. 
Both Saudi Arabia and Bahrain 
are also seriously looking at the 


medical travel opportunity. Wi 


tion — have either hit retirement 
age or are heading towards it. The 
number of people aged 65 years 
and above is expected to double in 
the next 15 years. In the UK, the 
people aged 60 years and above 
will form 2596 of the population in 
the next 30 years — up from 1696 now. Similar trends are being 
seen in almost all nations in Western Europe. Meanwhile, life 
expectancy here has risen steadily over the years. Add the two 
up and you get a big surge in demand for healthcare. 

The big problem is that as their health needs increase ex- 
ponentially, the healthcare systems in these countries are be- 
ginning to creak under the pressure. The number of doctors 


| and nurses joining the workforce in both the UK and the US is 


not keeping pace with all the demands of the ageing popula- 
tion. This is creating the push factor. 
Meanwhile, there is a pull factor being created byahandful 


| of developing countries like Thailand and Malaysia that have 


good doctors and excellent facilities, and which are position- 
ing themselves as medical destinations in order to boost their 
economies. Both Thailand and Malaysia see this developing 
into a multi-billion dollars-a-year business. There is also the 
other factor — like people from the least developed countries 
who find affordable sophisticated medical care facilities in de- 


| veloping countries like In- 


dia and Malaysia. "The 
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treatment,” says Prathap C. 
Reddy, chairman, Apollo 
hospitals group. Curt 
Schroeder, CEO of Thai- 
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GLOBAL HEALTH TRADE 





(a land's Bumrungrad Hospital, echoes that 
: X sentiment about his country's health- 
care facilities. 

Cross-border travel for healthcare 
reasons is still a highly disorganised 
movement, but nations are slowly 

waking up to its potential. In some 
places the governments have taken a lead. In others, like 
South Africa and Lithuania, travel agents specialising in med- 
ical tourism are driving the trend. In India, private hospitals 
like Apollo and Escorts Heart Institute and Research Centre 
are trying to attract patients on their own. 

Though the movement can still be considered to be in its 
infancy, medical travel has come under the radar of both the 
World Health Organization (WHO) and the World Trade Orga- 
nization (WTO). As far back as the early 1990s, the WHO com- 
missioned the Social Sector Development Strategies, Inc. 
(SSDS, Inc.), a Boston-based non-profit organisation special- 
ising in global healthcare systems, to see whether the English- 
speaking Carribbean islands could become a significant 
healthcare destination for travellers from the US, the UK and 
Canada. The study took a hard look at both the advantages 
and the disadvantages of these nations before reluctantly 
coming to the conclusion that they 
would be uncompetitive in most of 
the areas. The WHO's interest is sim- 
ple — it realises that medical travel 
can help boost the medical facilities 
(and the medical economy) in devel- 
oping countries while also taking care 
of some of the problems of rich na- 
tions. TheWTO sees medical travel as 
one of the four modes (See ‘WTO: 
How The Medical Trade Will Grow") 
that will help boost trade in health- 
care services worldwide. Both WHO 
and WTO understand that medical 
travel could ameliorate much of the demand-supply imbal- 
ance in global healthcare. Developed nations benefit as costs 
or waiting time — or both — come down for a significant 
chunk of their population. Developing countries benefit as it 
brings in revenues — and provides the right spur to improve 
their overall healthcare sector, apart from reducing brain 
drain in their medical fraternities. Least developed countries, 
too, benefit as they lack facilities for cutting-edge treatment. 





The Travellers 


You could divide the world's medical travellers into four dis- 
tinct geographical groups 
who travel for distinctly dif- 
ferent reasons. The first is 
made up of the Americans. 
Indeed, countries like Thai- 
land, Malaysia and South 
Africa, which were the first 
to try and tap 'medical 
tourists, all geared their sys- 
tems to attract the growing 
American clientele. 


India South Africa: Thailand 








Bm A makeover 


for the makeover expert 


VEN five years ago, Thailand's claim to fame in the 
E medical travel world was as a cheap and reliable 

destination for sex change operations. Over the 
past few years, the Thai government and half a dozen pri- 
vate hospitals have gone into overdrive to change that 
image. They are now repositioning Thailand as Asia's pre- 
mier healthcare hub for everything from cosmetic surgery 
to hip replacements. 

The Thai Ministry of Public Health is working closely 
with the Thai Ministry of Tourism to promote medical 
tourism in Thailand. More interestingly, the Thai minister 
met his counterpart from Malaysia a few months ago to 
see if the two countries could mount some sort of joint-pro- 
motion to beat competition from other countries. 

But the government initiatives pale before the kind of 
action that the private hospitals are taking to attract med- 
ical travellers. Bangkok's Bumrungrad Hospital is by far 
the clear leader in the field. With 554 beds on offer, it 
treated 300,000-plus expatri- 
ates and foreigners last year. In 
fact, a full 2596 of all the patients 
that the hospital treats today are 
foreigners. To make itself attrac- 
tive to foreigners, Bumrungrad 
offers a host of facilities. It offers 
assistance in 13 languages and 
it has got itself accredited from 
the JCAHO, an international certi- 
fication recog- nised by most of 
the big insurance companies. It's 
even got a McDonald's and a 
Starbucks coffee shop in its com- 
pound to cater to the tastes of its foreign patients and their 
companions. "To facilitate patients, we have opened of- 
fices in Myanmar, Vietnam, Nepal, Sri Lanka, Maldives, 
Cambodia, the Netherlands and the Middle East," says 
Carl Schroeder, CEO, Bumrungrad Hospital. 

The other private hospitals aren't sitting still either. The 
Phyathai hospital is hiring teachers from the British Coun- 
cil to train its staff, including the maids. It has also signed 
contracts with hospitals in the Netherlands and 
Bangladesh to bring in patients awaiting heart surgery 
there. Thailand provides specialised medical clinics, 
skilled nursing care, long-term care, nursing homes and re- 
habilitation clinics at costs that are a fraction of what it 
would cost in the US or Britain. "The cost of treatment in 
Thailand is less then half of what other neighbouring coun- 
tries charge," says Surapong Ambhanwong, chief medical 
officer of Phyathai 1 hospital. 

The Japanese still form the biggest chunk of medical 
travellers coming to Thailand, though the Americans and 
the British are now coming in significant numbers. After 
9/11, it also got a huge share of the Arab traffic. E] 
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healthcare destination though it has always attracted 

thousands of patients from abroad. Now a few private 
hospitals are trying to attract medical travellers on their own. 
Of them, the Chennai-headquartered Apollo Hospitals group 
is probably the most aggressive and organised. 

In the late 1980s and early 1990s, most medical trav- 
ellers coming to India were from the Arab countries, Africa 
and South-east Asia. But today, there's a significant number 
from the CIS nations too. "Afghanistan and the CIS countries 
have become very important for us," says a senior doctor at 
Escorts Heart Institute and Research Centre, Delhi. 

To attract foreign patients, Indian hospitals are seeking in- 
ternational certification and accreditation. "We have taken 
comprehensive quality accreditation from the international 
quality certification body, TUV Rheinland," says R. Basil, CEO, 
Manipal Hospital, Bangalore. Hospital groups like Fortis, Max 
Healthcare and Wockhardt 
may even go for the JHACO 
accreditation. Apollo has al- 
ready applied for it. “We are 
going for... recognition for 
Apollo Delhi, Hyderabad 
and Chennai, and, ulti- 
mately, for all the hospitals, 
says Prathap C. Reddy, 
chairman, Apollo Hospitals. 

India does have an edge 
if it wants to tap the medical 
traveller market. It churns 
out over 20,000 doctors a 
year and some of its health- 
care facilities compare with 
the best in the world. It has 
earned a good reputation in 
a number of cutting-edge 
surgical treatments. And at 
least a couple of foreign 
companies think India is good enough to set up registries — 
centres where the first 500 surgeries are conducted after a 
medical device or surgical treatment has been approved by 
the US Food and Drug Administration. Baxter did it for its med- 
icated stents; Bausch & Lomb set up a registry for zyoptic sur- 
gery. Eyecare, in fact, is one area where India has a distinct ad- 
vantage — it has more Lasik centres than some of the dev- 
eloped countries. And Aravind Eye Hospital in Madurai con- 
ducts the largest number of cataract surgeries in the world. 

Travellers from South-east Asia also find that in some pro- 
cedures, India offers significant cost advantages. Recently, a 
Malaysian patient suffering from Parkinson's disease came 
for a deep brain surgery to Vimhans, Delhi. The cost, including 
travelling to India twice with an attendant, was a tenth of what 
it would have cost him in Singapore. India also has enough 
good private healthcare facilities. “We calculate that there are 
6,000 beds in the private sector that are available for interna- 


T HERE has been no concerted effort to market India as a 





Cyril Parry with his doctor, Apollo Speciality's Vijay Bose 
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tional patients,” says Roy Fernandez, vice-president (interna- 
tional marketing services), Apollo Hospitals group. 

The Apollo Hospitals group has treated 96,000 foreign pa- 
tients till date. And is aiming for more. “The biggest opportu- 
nity is insurance and Apollo, for one, is looking for innovative 
ways to use it,” says Fernandez. As empanelment alone is not 
enough to get patients, Apollo is negotiating with oil multina- 
tional ARAMCO to offer special packages to its employees. 
Apollo has tied up with NIIT and Aptech so that attendants of 
patients who come for treatment for 2-3 months can take 
short-term IT courses. 

Meanwhile, a few travel agents are also trying to promote 
Indian systems of medicine. Kerala promotes its ayurvedic 
treatment centres to the tourist traffic. 

A few state governments are trying to pitch in. The Depart- 
ment of Tourism and the Department of Health in Karnataka 
took a mission to the International Health Tourism and Holi- 
days exhibition in Bahrain. 
Last month, the govern- 
ment of Maharashtra and 
Ficci announced the setting 
up of the Medical Tourism 
Council of Maharashtra 
(MTCM). The Association of 
Private Hospitals of Maha- 
rashtra is joining the initia- 
tive. “The idea is to make 
an organised effort to get 
international patients to In- 
dia,” says Joe Curien, CEO, 
Raheja Hospital, Mumbai. 
Some others are helping in 
a slightly different way. Me- 
tropolis chairman Sushil 
Shah says: “We are in the 
process of setting up labs in 
underdeveloped and devel- 
oping countries. For devel- 
oped countries like the US, we will do clinical testing here. The 
difference in costs is in the ratio of 1:10 or 1:8.” 

A recent study by McKinsey & Company estimated that In- 
dia could earn revenues of $1 billion from medical travel. But 
for that to happen, the Indian government and private hospi- 
tals needed to be more systemic in their efforts. There is no 
paucity of ideas. Apollo's Reddy suggests special flights tar- 
geted at international travellers. Improving the connectivity of 
Mumbai and Delhi (where most international flights land) with 
Hyderabad or Chennai, where there are many private hospi- 
tals, could help too. Building dedicated medical clusters out- 
side, say, Mumbai, or Goa, and aggressively promoting them 
could be another major step. Finally, the opportunity needn't 
be limited to conventional medical treatment. The study by 
SSDS, Inc. for WHO pointed out that retirement homes for the 
aged could be a big opportunity — especially if they were tar- 
geted at the clientele in the expensive, developed countries. Ill 
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ANT to combine a facelift with a safari holiday? Sur- 
W:-- and Safari, a medical tour operator in South 

Africa, will offer you a host of packages. It is these 
medical tour operators, rather than the government, who are 
pushing South Africa as a premier healthcare destination for 
Western tourists. Each month, Surgeon and Safari brings in at 
least 30 tourists who are either seeking cosmetic procedures 
or cosmetic dental treatment through tie-ups with major hos- 
pitals and hotels. South Africa has one disadvantage — even 
though cosmetic procedures in its hospitals cost a fraction of 
similar procedures in the US, it still cannot compete on price 
alone with countries like Thailand, Malaysia or India. It makes 
up for that by offering itself as a hot travel destination. And it 
focusses on those areas — cosmetic and dental surgeries — 
that appeal to the rich, ageing 
Western tourists. 

Germany isn't known as a 
special healthcare destination, 
however, it is trying out a very in- 
teresting experiment, that too at 





Why would the Americans 
travel abroad when their own 
country boasts of the best medical 
facilities in the world? And espe- 
cially as they don't have to wait in 
queue like the British? The two Es: 
ego and economy. The US healthcare system is predomi- 
nantly insurance-driven. But health insurance covers critical 
care — not cosmetic care. And there are vast numbers of 
Americans today who are looking for cosmetic surgery — 
whether it involves a facelift, a liposuction or dental treatment 
for a brighter smile. 

According to the American Society of Aesthetic Plastic 
Surgery, in 2002, 6.6 million Americans went in for cosmetic 
surgery in the US itself. They were also the biggest chunk of 
foreign customers for cosmetic surgeons in Thailand, Malay- 
sia and South Africa. These three countries, between them, 
pulled in over 100,000 Americans seeking cosmetic surgery. 

As the baby boomers — those 76 million Americans born 
between 1946 and 1964 — age, they are increasingly going in 
for facelifts, botox treatments, tummy tucks, et al. And since 
cosmetic surgery is mostly not covered by medical insurance, 
many Americans prefer to travel abroad. A full facelift costs 
$8,000-20,000 in the US and only $1,252 in South Africa. Thai- 
land is slightly more expensive at $2,682. Best of all, going 
abroad means a vacation as well after the surgery is over. 

Vanity isnt the only reason why Americans seek treatment 
abroad though. Lack of insurance cover is another. Last year, 
15.296 of the US population — some 43.6 million people — 
had no health insurance coverage. And a significant propor- 
tion of even the 8496 with insurance were under-insured. 

Many of these people weren't poor — at least accord- 
ing to developing country standards. Some of them 
were people between jobs who didn't have in- 
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the Munich airport. The Munich Airport Clinic has two surgery 
rooms and 13 beds. Patients from all over Europe fly into Mu- 
nich, get tests or treatment done at the Munich Airport Clinic, 
and fly back often the same day. In fact, more than the coun- 
try itself, the Munich airport has emerged as a well-known 
healthcare destination for international medical travellers. 
The Cuban government has invested in hospitals, spas, 
speciality clinics and other facilities specifically for foreign visi- 
tors. Last year it earned over $250,000 from medical tourists. 
Tour operators are also popularising Lithuania, Croatia, 
Greece and such other nations as excellent health tourism 
destinations. Lithuania is aiming for the cosmetic surgery 
market while the others are known more for their spas. 
Meanwhile, Singapore has set up the multi-agency inte- 
grated initiative, SingaporeMedi- 
cine. This initiative aims to help 
corporate hospitals and govern- 
ment hospitals like the National 


University Hospital attract one 
million patients by 2012. * 


surance simply because they were 
earlier covered by their employers. 
Given the increasing cost of med- 
ical treatment in the US, it made 
sound economic sense to seek 
treatment abroad. 

If cosmetic surgery and costs were the factors driving the 
Americans to travel abroad, the second major group — the 
British — were being forced to seek medical treatment in 
other countries by the sheer waiting lists caused by the Na- 
tional Health Service (NHS). Unlike in the US, the British 
healthcare system ensures free treatment to all its citizens. The 
only problem is that the NHS, which was set up in 1948, is 
struggling to cope because of a shortage of both doctors and 
hospital beds. (Private medical facilities are available in the 
UK, but they are prohibitively expensive and also relatively 
fewer in number.) In 2001, more than 1 million British citizens 
were waiting for inpatient treatment and half-a-million for 
outpatient treatment according to a study by the Vienna Uni- 
versity of Economics and Business Administration. At least 
4096 ofthe people requiring inpatient care needed to wait over 
three months for their turn to come. Hip replacement and 
eyecare had the longest waiting periods. 

The situation is so bad that in 2002, the NHS started a pilot 
scheme 'overseas treatment' to see if surgery services abroad 
could be bought to shorten the waiting lists. The project fo- 
cussed mainly on facilities available in the European Union — 
in countries like Austria and Germany. Meanwhile, many 
thousands of British patients take the initiative to seek their 
own treatment abroad without waiting for the NHS 

to sort out its problems. 
The third big group of medical travellers comes 
from the Middle East. These are citizens ofthe oil rich 
nations flying abroad to seek medical facilities that are either 
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WO EU How the medical trade will grow 





EDICAL travel is the most visible face of the increas- The third mode (medical travel is considered Mode 2 by 
M ing global trade in healthcare services, but the the WTO) covers the setting up of hospitals, clinics and diag- 
World Trade Organization (WTO) expects three other | nostic centres in a country by a medical group that has its 
modes to become equally significant over a period of time. base in another country. It could also involve the taking over of 
The first one is dubbed the ‘cross-border delivery of trade’. | a hospital chain by a foreign group. 
It covers everything from shipment of laboratory samples, di- The final mode of trade involves the movement of health 


agnosis and clinical consultation via traditional mail channels, | personnel— physicians, specialists, nurses, paramedics and 
to the electronic delivery of health services. The latter, espe- other health professionals — from one country to another. 
cially, is expected to become a significant movement because | Examples of this: the movement of Indian doctors and nurses 
of the advances in telecommunications. to the UK; countries like Cuba and China often send their 
Telemedicine holds out big potential simply because it al- healthcare personnel to other countries, especially in Africa, 
lows you to offer your services without investing very heavilyin | onshort-term contracts. According to a report by Rupa 
infrastructure. Some hospitals in the US wits | Chanda, professor at IIM-Bangalore, the 
have started offering teleconsultation 00 SgE VW most prominent source countries for 
services to hospitals in Central America | P w health personnel are India, the Philip- 
and the eastern Mediterranean region. pines and South Africa, while Australia, 
Some Indian hospitals are offering simi- the UK, the US and the Eastern Mediter- 
lar services to their counterparts in ranean countries provide the biggest de- 
Nepal and Bangladesh. mand for such staff. [i 


outfits (travel agents with hospital con- 
nections) sprang up to tap into the mar- 
ket for facelifts, tummy tucks and cos- 
metic dental surgery. Thailand initially 
had a somewhat dubious reputation as 
everything from open heart surgery to an excellent country to go to for sex 
infertility treatments. They travel every- change operations. India’s primary claim 
where — to Jordan, Saudi Arabia and to fame was its ayurvedic treatment cen- 
Bahrain; to the US; to India, Thailand and Malaysia. By some | tres. "Beauty, youth and wellness is a huge area for growth and 
estimates, India itself attracted 70,000-plus medical travellers | we need to promote it aggressively," says Apollo's Reddy. 
from the Middle East last year. Over the past few years, though, many countries have re- 
Finally, the last group of medical travellers form a motley | alised that an equally big opportunity lies in promoting the 
lot. They are from the least developed countries and countries | more conventional treatments. Some of this, of course, was al- 


with generally poor medical infrastructure, who usually seek ` ways happening in the background — like people from Mau- 
ritius, Bangladesh and the Gulf coming to India for conven- 


treatment facilities at some neighbouring country with better 
infrastructure. Last year, it was estimated that atleast 50,000 | tional surgeries and people from Japan flying to Singapore, 


people from Bangladesh and Nepal came for medicaltreat- | Malaysia or Thailand for similar reasons. Only now, the na- 
ment to India. A significant majority of the 126,000 medical | tions have started pitching themselves as world-class but in- 
travellers to Jordan came from neighbours with poor medical | expensive destinations for almost all health requirements. 


unavailable or in short supply in their 
own countries. An agency in Saudi Ara- 
bia estimated that every year, more than 
500,000 people from the Middle East 
travel seeking medical treatment for 





infrastructure facilities. | They might be getting some unexpected help soon — 
from insurance giants. Healthcare insurers in the developed 
Tapping The Big Market | countries are not blind to the fact that the option of medical 


A $40-billion-plus market growing at over 20% a year throws | treatment in countries like Thailand and Malaysia could help 
up huge opportunities for anyone smart enough to tap intoit. | them reduce premiums and offer options to people who are 
The SSDS, Inc. study for the WHO pointed out that business | currently uninsured. Over the next few years, insurance firms 
opportunities covered a big spectrum — from retirement | are expected to provide afillip to the medical travel business. 
homes and spas, to cosmetic and dental surgery, to Most insurance companies in the US and the UK have al- 
critical but non-emergency surgery needs like hip re- ready accredited hospitals worldover where Western visi- 
placements, organ transplants, angioplasty and vi- tors can seek emergency medical treatment. Now a few 
sion correction. Other studies show even alternative hospitals in Thailand are goinga step further — they are 
healthcare could be a significant niche opportunity. getting themselves accredited by the Joint Commis- 
In the initial years, most countries that tapped sion Accreditation of Healthcare Organizations (JC- 
into the medical destination opportunity essentially AHO). A full accreditation from this organisation al- 
focussed either on spas or on the 'vanity' and the 'ex- lows a hospital to pitch for the insurance traffic too. 
otic’ surgery requirements. In South Africa a number of Travelling has never been so healthy before. E 
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or India's students, these are brilliant times. With rapidly rising literacy, more 
hools, new colleges, globally famous IITs and IIMs, and a vast spectrum of IT, 
dia, film, and fashion institutes, life is radiant with new opportunities. You now 
tve more careers available to you, and new options to experiment. All benefits of a 


ation on the move. So go ahead, gain from these excellent times. Build your 


eams, spread the enthusiasm and make India stronger and shine even brighter. 


ww.indiashining.com 


Highlights: 

* Free primary education 

* Bank loans for higher education 

* Distance learning and adult education 


* New IITs and IIMs 





Schools are bustling. 


— Children are sparkling. 


Future is inspiring. 


You've never had 


a better time to shine brighter. 





>DY mahesh murth 


| 2003: Reality vs 
Predictions 





Oo the contra 





Mahesh Murthy advises, 
guides and occasionally 
inuests in businesses. He 
can be reached at 
mahesh@passionfund.com 


In which 
your 
columnist 
analyses 
his own 
forecast 
for the 
year that's 
gone by 














ERHAPS, one ofthe more foolhardy 
things for a business columnist to 
do is to sit and make predictions for 
the year ahead. Much like a stock 
analyst who picks 10 stocks to buy 





| for the next 12 months. Because, next year, | 


meta-analysts will rip apart your wild-ass 
guesses and show you for the doofus you were. 

Yet that is what your writer and man-look- 
ing-for-trouble did a year ago. In a different 
magazine though, where he stuck his adipose- 
padded neck out and put out 10 predictions for 
2003. In the spirit oftransparency and, perhaps, 


anticipatory self-defence, your writer will now | 


gingerly examine his own previous 12-month- 
old forecast before the long knives come out 
and commit hara-kiri, if need be. Here goes: 

1. More will put money into BPOs. More 
will suffer: This one got your columnist into 
trouble with various industry bodies and con- 
sultancies that were rah-rahing the supposed 
BPO boom. Undoubtedly, more people put 
money into BPO companies last year. And, 
equally, undoubtedly, more have suffered — as 
the rates for offshore grunt work have fallen, as 
attrition is over 50% and as capacity utilisation 
has fallen below 30%. Venture investors are 
hurt — buyouts have been at discounts and 
there are mixed expectations from the first sec- 
tor IPO: Daksh. 

2. ‘Topi willbe less frequent: 2001 and 2002 
were marked by many large deals where invest- 
ment bankers pulled wool and spreadsheets 
over the eyes of unsuspecting buyers. The usual 
suspects like Newscorp and big family houses 
suddenly displayed, for a change, more brains 
than money— and 2003 was a drought year for 
what the industry calls ‘topi’ deals. 

3. The Dalal beats the Wall: Between April 1 
and October 1, the Sensex rose 46%, better than 
most markets globally. Dow Jones managed 
16%. The year’s not through yet and I suspect 
full-year figures will not change the story. Keep 
your eyes peeled for next year’s prediction. 

4. Time for rational exuberance: US bour- 




















ses, one predicted, would come back to power, 
‘but in favour of established players with steady 
cash flows and growing margins. Not Johnny- 
come-lately, loss-making startups’. Amen. 

5. IT services margins will not rise: Rise 
they haven't. They fell fast for the first half of the 
year and then stopped falling so fast. The IT ser- 


| vices CFO predictions of ‘wait till the market 


rises, so will our margins' proved, as predicted, 
wrong. That's no more a high-growth sector, 
look elsewhere. This stockmarket game is over. 

6. ‘Bio’ will not replace ‘Info’ as a buzzword 
of choice: Much though several folks tried, no 
Indian company did very much in bio-technol- 
ogy, bio-informatics or, indeed, any bio-type 
thing. The hype remained just that. 

7. We'll have better, not bigger movies: Last 
years loss-making ‘Dil dolaa re’ magnum 
0' pus wasn't, in any way, redeemed either by 
this year's Karan Johar tear jerkoff or by Hrithik 
Roshan communing with little green men. 
Everyone wants the ‘big’ Bollywood to be back. 
sadly, this wasn't the year for it to happen. 

8. Media companies will get blockbusted: 
Look at the stockmarket. Look at the faces of 
Subhash Ghai, Jeetendra and others. And look 
away. Enough said. 

9, Antarctica will threaten Redmond: The 
Linux Penguin continued to make marketshare 
gains against Windows, so much that Microsoft 
pumped $100 million into SCO and fired over 
their shoulders at Linux by sending out legal 
notices. Microsoft and SCO missed again. 

10. Less than half these predictions will be 
wrong: The way I count it — I've done reasona- 
bly well — and can arguably say I gota 10 on 10. 

But consistency does matter. So I shall again 
put the well-fattened neck on the guillotine of 
potential public humiliation, raise moistened 
finger to the sky to gauge wind-direction and 
pen down more predictions for 2004. 

But that's next column. Have a wonderful 
year-end and remember, booze isn't getting 


, any more expensive (I predict that), so go 


easy on it. d 
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Dato’ Seri S. Samy Vellu, Malaysia 
Sir V.S. Naipaul, Trinidad & Tobago 
Lord Navnit Dholakia, UK 

Mr Lakshmi Narayan Mittal, UK 

Ms Usha Roopnarain, S. Africa 

Mr Narend Singh, S. Africa 

Mr Mukesh Ambani, Indía 


Dr Balaji Sadasivan, Singapore 
Dr Bhoendradatt Tewarie, 
Trinidad & Tobago 

Ms Indra K. Nooyi, USA 

Dr Manu Chandaria, Kenya 

Mr Sunil Bharti Mittal, India 

Mr Ram Buxani, UAE 


* Plenary Sessions 


Plenary Sessions with the Deputy Prime Minister of 
India, the Minister for HRD and Science & Technology, 
the Minister of Finance, the Minister of External Affairs 
and other Union and Cabinet Ministers. 


Parallel Sessions/Round Tables on: 


NRIs in Gulf 

International Trade 

Science and Technology 

Knowledge Based Industries 

Healthcare 

Finance 

Voluntary Sector and Development 
Personal Legal Issues in context of Private 
International Law and the Diaspora 
Tourism 

Infrastructure (Highways, Ports, Airports) 
€ Ethnic Media 
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Interactions with State Governments of India 


Presentation of Pravasi Bharatiya Samman Awards by the 
Prime Minister of India to 10 prominent NRIs and PIOs. 
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Shri Atal Bihari Vajpayee 


Mr AK, Purwar, India 

Lord R.K Bagri, UK 

Mr Mohan Jashanmal, UAE 
Baroness Usha Prashar, UK 
Prof Ved Nanda, USA 

Mr Manubhai Madhvani, Uganda 
Justice Santi Thakral, Thailand 


Mr Neville Roach, Australia 

Mr M. Arunachalam, Hong Kong 
Dr Satish Batra, Germany 

Mr F.R.S. De Souza, Kenya 

Mr Ram Lakhina, Netherlands 
Ms Shobhna Bhartiya, India 

Mr P. Mohamed Ali, Oman 


UNIQUE NETWORKING OPPORTUNITY 

Indians meet Indians from over 70 countries, Meet... 
e Political Leaders + Nobel Laureates and Bharat 

Ratnas e Business Leaders, CEOs, innovators + Doctors, 
Lawyers, Scientists. 


SHRINGAR 
2500 years of Indian Shringar : a unique multimedia dance 
drama and fashion show by Muzaffar Ali. 


CELEBRATION OF INDIAN CULTURE 

A unique fusion of classical, folk, film music and dance bv : 
* Artists of Bollywood. 

* Groups from Indian Diaspora across the world. 


FOCUS YOUTH 


Plenary Session on Diaspora Youth and India : Blueprint for 
Engagement. 


EXQUISITE FOOD 


The registration fee covers all lunches, cocktails, theme 
dinners, the conference and entertainment programmes. 
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VER since he took over as chief 


executive of its Indian opera- peu HSBC CEO Niall Booker: 
S E A HH changing the face of things 


tions last year, Niall Booker has 

been busy getting HSBC to 

shed its somnolent ways. 

HSBC has all the grace of a 
colonial bank, but a lot of its laid-back 
pace as well. That is what Booker is out 
to change. 

The recent acquisition of a 14.796 
stake in UTI Bank has brought the new 
and aggressive HSBC into the public 
eye. The deal has set the market talking. 
UTI Banks stockis up sharply. And there 
is a buzz of expectations as analysts are 
try to figure out which private bank will 
beup for grabs next. 

The hype is surprising. After all, as 
HSBC itself has pointed out, the UTI 
Bank deal is more or less a passive in- 
vestment. An open offer by HSBC to ac- 
quire a further 2096 is unlikely to receive 
a good response from investors. Large 
UTI Bank shareholders like the Life In- 
surance Corporation of India and the 
General Insurance Corporation have al- 
ready said they won' be taking part in 
the open offer. Ask Booker about the po- 
tential for the two banks to work to- 
gether in the market and he rattles off a 
number of areas — credit cards, pay- 
ments systems and investment bank- 
ing, among others. "However, all trans- 
actions will be at arms length," he then 
goes on to caution. 

At this stage at least, the deal may be 
less about the numbers and more about 
organisational culture. "The deal will 
change the perception of HSBC as a 
rather conservative and staid organisa- 
tion," says Booker. "When we an- 
nounced it, I think people both outside 
and within the bank were surprised that 
we had done something like this." 

People outside HSBC may have _ 
been surprised, but those within the 2 
bank have received ample evidence = 
ever since November 2002 (when š 


The acquisition ofthe UTI Bank stake is the 
latest example of how the HSBC CEO has 
injected some adrenalin into the veins of a 
staid organisation.by Avinash Celestine & Anuja Byotra 
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Booker's 


PRIZE 


Booker took over from Zarir Cama) that 
the new chief executive was a man with 
amission. 

The bank needed some changes. 
HSBC's internal culture is seen as being 
the most bureaucratic and most clubby 
among all the foreign banks, a problem 
which just didnt get solved during the 
time Cama was there. "There is a bunch 
of people at the top who aren't very 


competent and who all play golf to- 
gether. It is basically an old boy's club," 
says an insider dismissively. 

People were getting promoted in 
batches with little reference to perfor- 
mance. "It was a bit like promotions in 
the IAS," says Booker. A source says that 
in a presentation he made to all staff af- 
ter he took over, Booker pointed out that 
performance bonuses for all depart- 


xch less than you'd expect. Whether you're importing components or exporting 
&shed goods, you'll benefit from our wide range of innovative and flexible services that 
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HL challenge right now and discover why the world no longer has to wait for heavy goods. 
mply log onto www.fastforward.dhl.com or call us 24 hour toll-free on 1600 111 345. 
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ments were disproportionate to their 
performances. Also, the proportion of 
employees receiving bonuses was very 
large, especially given the fact that the 
banks performance had been falling. 
The year before, over 90% of ernployees 
received bonuses. Sales staff were pe- 
nalised, not on the basis of financial per- 
formance, but because some were sub- 
mitting reports late. Also, compared to 
its peers, the proportion of fixed pay for 
an HSBC executive in the total compen- 
sation package was very high while the 
variable pay component was corre- 
spondingly low. 

When Booker benchmarked HSBC 
against other top banks (especially his 
foreign-owned peers), it almost always 
came out worse (See ‘How HSBC Stacks 
Up). "Our cost base was much higher 
than the others," he says. HSBC's net 
profits had fallen over two consecutive 
years by over 25%, even as banks like 
Citibank saw profits soar by 37% in the 
same period. Earlier this vear, HSBC de- 
cided to exit auto financing as it found 





itself getting squeezed by narrowing 


margins in the hugely competitive busi- | 
ness. Its position in highly profitable ar- | 


eas like credit cards was being threat- 


ened by rivals like State Bank of India | 
and ICICI Bank, who were growing | 


faster. "HSBC isn't seen as being as ag- 


gressive as its rivals in the market, even | 
now,” says the head ofa direct sales firm | 


which services a rival bank. "It has ex- 


tremely good relationships with its | 
branch customers and services them | 


very well, but it is just not seen as being 
aggressive in the rest ofthe market.” 


Booker started off by telling staff that | 
they would have to shape up fast. “The | 
people issue was important for HSBC,” | 
says Booker. “I felt that there was a need | 


for new blood in the organisation. It was 


getting a bit incestuous inside.” Over | 
500 people were asked to leave earlier 


this year. Direct reports to senior man- 


agement were reduced from six or seven | 
to as low as one in some cases. All de- 


partments were asked to reduce staffing 


levels and were told that they were ex- | 


pected to achieve targets even with 
fewer people. For FY 2003, only 70% of 
the employees received bonuses. 
Booker warned that no more than 45% 
of employees could expect bonuses at 
the next year end. 

The top deck was also reshuffled. 
Robinder Singh, head of marketing at 
HSBC, was offered a hefty VRS package, 
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which he is reported to 
have refused. He was 


bank plans to move 
over to a cost-to-com- 
pany (CTC) pay formula, and will mi- 
grate all employees to such a system 
within three years. All new hires will au- 
tomatically be on a CTC system while 
current employees can choose which 
system they prefer. 

But it wasn't just an issue of cutting 
staff. "We needed a more sales- and ser- 
vice-oriented culture and less of an au- 
dit type of culture," says Booker. "It was 
not just a question of reducing staff, but 
one of hiring the right people." He Says 
that even as the bank has shed 500 peo- 
ple, it has hired about 180 sales people. 
And it plans to hire a further 100 in the 
next year, 


"Essentially what Booker has been | 


trying to do is to take on this clique of se- 
nior managers within HSBC,” say 


How India fits in the picture | 


SBC's acquisition of a stake in UTI Bank is part of a global attempt to give | 
the bank new direction. In November end, in a presentation to investors, 
HSBC chairman John Bond said the bank would focus on countries and | 
geographies where the biggest potential for growth was present. He singled out a ! 
set of countries — China, India, Mexico and Brazil — and said that 5096 of world de- 
mand would be generated over the next quarter century from these areas. 
Of these four countries, HSBC has already invested around $663 million in | 
the acquisition of minority stakes (10% and 9%, respectively) in an insurance | 
company and a bank in China in October 2002 and December 2001. The bank | 
has also invested around $2 billion in the acquisition of GF Bital in Mexico in | 
November 2002 and $815 million in the acquisition of Lloyd's TSB s assets in 
Brazil in October this year. Therefore, when contrasted with all these acquisitions, 
the $67 million spent on the the recent UTI Bank deal seems relatively miniscule. 
Bond also told investors and analysts that it wasn't necessary for HSBC to al- 
ways pursue big acquisitions — it can also go in for smaller incremental acquisi- 
tions which can help grow the bank’s customer base or provide advantages in 
products that HSBC otherwise lacks strength in. The UTI Bank deal is also one 
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How HSBC 4X stacks up | 
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sources. “Many within the organisation 
feel that what Booker is trying to do was 


, long overdue and HSBC needed to be 


aggressive like its competitors. How- 
ever, there are obviously some people 
who have a stake in the old culture and 
who are trying to resist these changes. 
Booker has not been able to completely 
overcome that resistance as yet.” 

The advantage that Booker has, as 
insiders say, is that he has the full sup- 
port of the group management. He is 
seen as a cerebral man who doggedly 
pursues his objectives. He is also seen as 
a bit remote and a person who likes to 
play by the book. "Booker is very much 
seen as someone whos doing what the 
group management wants him to do in 
India," say sources (See 'How India Fits 
In The Picture’). 

Booker’ challenges aren't just inter- 
nal. He needs to aggressively grow his 
loan book to catch up with his competi- 
tors. HSBC' total loans grew by only 
around 4.67% over FY 2003. In the same 
period, competitors like Standard Char- 
tered and Citibank grew their loan book 
by 44% and 11%, respectively. HSBC is 
trying rectify this by aggressively selling 
products like home loans. Over the year 
till June 2003, it had grown its total loans 
book by 13%. Home loans accounted 
for well over 60% of that growth. 

So far Booker has received the full 
support of the group for what he’s done. 
“What's important is that Booker now 
gets the freedom from the group man- 
agement to grow with the aggressive- 
ness that he needs,” says sources. 
Booker has the blessings of the global 
headquarters in his fight against the lo- 
cal satraps. It will be interesting to see 
who will prevail. | m 


APT CLIADARA 


team that worked with Nicholas in 
2001-02 to craft a new strategy for the 
company. But at the time, no one thou- 
ght he would eventually switch sides. 

Then there's Shailesh Gadre, 31, who 
joined Nicholas in late 2001 after six 
years at Accenture. Until July this year, 
Gadre, who studied to be a chartered ac- 
countant, cost accountant and com- 
pany secretary, was heading Nicholas' 
strategic marketing team. He is now 
heading Actis, the division that markets 
Nicholas' biggest brand — the Rs 120- 
crore Phensedyl cough syrup. 

Neeraj Garg, 31, slipped into Gadre's 
shoes. Now vice-president (strategic 
marketing), he joined the group in Janu- 
ary after two years at AT Kearney. He had 
also worked in marketing at Hindustan 
Lever for four years. Garg was the stra- 


tack 


tegic planner for businesses like retail 
till he moved to Nicholas in July. 

The pharma industry has seen itself 
as different. It has very rarely looked 
outside for talent, and failed to attract 
much of it when it has; the result of bad 
pay anda stick-in-the-mud perception. 

But things are changing. A slowing 
domestic market, predatory pricing and 
product patents from 2005 mean that 
the industry desperately needs new 
ideas to survive and grow. Free doctor's 
samples are not doing the trick any 
more. "The industry has been a closed 
one for too long, there is an urgent need 
for cross pollination of ideas," says an 
industry insider. Nicholas, too, has re- 
alised it and is making some significant 
recruitments in core functions. Why? 

Piramalinsists that his company has 
a good mix of professionals: They in- 
clude pharma professionals, as well as 
former consultants. But he says: "The 
current crop of managers (in the phar- 
ma industry) don't come up with new 


ways of doing things. If you have to grow | 


faster, you have to think differently." He 
also wants younger people who are ex- 
cited about the company’s brand basket 
to bring in "freshness of thinking". Ni- 
cholas has strong brands, but they are 





old and haven't been getting enough at- 
tention. Piramal brought in consultants 
as he wanted them to benchmark Ni- 
cholas against the best-in-class globally. 

Through 2001 and 2002, before the 
new recruits came in, COO Vijay Shah 
was overseeing the execution of strat- 
egy. A chartered accountant by profes- 
sion, he was Piramal's trusted lieutenant 
who, as head of group company Gujarat 
Glass. grew it from Rs 23 crore to Rs 230 
crore in six years. And though Shah did 
not disappoint even in 2002-03 (net 
sales rose 20% and profits doubled), by 
early this year it was clear that he was 
overburdened. He had at least 13 people 
reporting to him. Besides the division 
heads, this included seven functions 
like medical services, quality control 
and strategic marketing. He needed res- 
pite to focus on new 
businesses like exports. 

Piramal desperately 
needed someone as a 
span-breaker for Shah, 
but he found none in 
the industry. That was 
when he thought of 
Singh. He had been as 
closely associated with 
the McKinsey project 
as, perhaps, Piramal 
himself. He had the cre- 
dentials — seven years 
with McKinsey in pla- 
ces as varied as Latin 
America, South Africa, 
the US and India. He 
also knew a thing or 
two about marketing. 

As it happened, 
Singh, too, was looking 
for a change. His job 
was keeping him away from his family. 
“I was meeting my family only on week- 
ends," hesays. Besides, he wasitchingto 
get backinto a line function where, as he 
says in consultant-speak, he had "better 
control over outcomes”. 

But why did Piramal bring him in? 
For over a decade, Nicholas has been 
buying up MNC subsidiaries. So, it has a 
number of veteran brands, like Phen- 
sedyl cough syrup and Supradyn vita- 
mins, that enjoy good brand equity, And 
over the last decade, Indian firms were 
copying and launching as many new 
drugs as they could (before the 2005 
deadline). So the old brands were suffer- 
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ing from lack of attention. 

Nicholas was launching brands, too, 
but not as many as the others. That was 
partly because Piramal did not want to 
copy drugs patented globally by MNCs. 
Instead, he wanted to be their partner 
when they launched the blockbusters in 
India. If he succeeds, he feels he should 
have no problems even after 2005. Even 
so, Nicholas did neglect its old brands. 

In 2001, Piramal realised that this, 
coupled with a slowing market and no 
exports, was bringing his company little 
organic growth. Most of the growth was 
coming through acquisitions, and that 
was not sustainable. The stockmarket 
had lost interest in Nicholas. In 2000, its 
share price fell from Rs 615 to Rs 258 and 
further to Rs 224 by end-2001. Among 
other things, McKinsey told Nicholas to 





The outsiders (L-R): Singh, Gadre and Garg are excep- 
tions in the incestuous pharmaceutical industry, which 
usually recruits from within its own confines 


refocus on its older brands — it has the 
second highest number of brands in the 
ORG Top 300, after market leader Glaxo- 
SmithKline — and selectively launch 
new ones. So Singh had his job cut out 
for him. “Sales and marketing is the 
most important lever in the medium 
term for Nicholas,” he says. So how does 
he strengthen it ? 

The first step is to figure out what 
needs strengthening. Singh has been 
working this year with division heads to 
draw out plans for key brands and to 
evaluate the quality of brand managers. 
Nicholas is starting a Brand Health 
Monitor to gauge the doctor's percep- 


edepth . NICHOLAS PIRAMAL 


tion of a Nicholas brand and hold the 
team accountable. Its over 2,000-strong 
team of medical representatives is the 
biggest in the industry. 

Singh wants rigour in sales process- 
es, including how a field representative 
calls on a doctor. He is overseeing train- 
ing ofthe marketing and sales staff. Per- 
formers will be picked and groomed for 
higher positions. With Singh able to take 
a holistic view of all divisions, cross-di- 
visional movement, which did not hap- 
pen earlier, is expected to start. He is try- 
ing to start demand forecasting — alien 
to mid-level sales managers. All this is 
basic hygiene, but was missing. 

Garg, too, is playing an important 
role in the effort to make Nicholas "dis- 
tinctive" in sales and marketing. He got 
Nicholas to hire advertising agencies 
Ogilvy Healthcare and McCann Erick- 
son full-time. They will work on Nicho- 
las' entire brand basket rather than the 
one-off launches. Says Garg: "Indian 
pharma firms were not convinced that 
brands drive growth. They believed new 
drugs did." But with 2005 drawing 
closer, this window is closing. 

Nicholas is also rolling out a Rs 20- 
crore sales force automation initiative 
nationally over two years that will give 
every Nicholas rep a hand-held device 
linked to a central database in the head 
office. Garg says once this happens, he 
would be able to track 10,000 doctors a 
day and draw up a marketing plan that 
caters to specific doctor segments. 


COO Shah, a non-pharma man, gave 
Piramal the faith he needed 











A new look at old businesses 


ICHOLAS Piramal is known for having the money and the ability to strike 

deals, but little else," says a senior pharma industry manager. The percep- 
tion is that chairman Ajay Piramal has failed to give Nicholas a core competence. 
Emerging as a strong sales and marketing company could change that. Other ar- 
eas, like exports, and research and development, too, are showing promise. Pira- 
mal did not see exports as a great opportunity until McKinsey pointed it out. So 
Nicholas needs to think differently to ramp up that business. R&D, too, has under- 
performed. The company is trying to set that right with a new research head, 
more sclentists, and a focussed approach to research. 


Piramal may be convinced about 
them, but the recruitment of former 
consultants in key positions has sent 
ripples through the company. Singh's 
appointment has blocked offthe growth 
of some senior division heads. Shah ad- 
mits that Singh's recruitment was notre- 
ally discussed with even senior man- 
agers. As one manager says: "It was the 
owners prerogative and he took it." 

Singh, himself, is conscious of his 
position. “I have tempered my style. I do 
not ‘tell’ any more as much as I suggest, 
so people can test an idea themselves," 
he says. Gadre, heading Actis, says he is 
working on his people skills. "I was a 
problem solving guy who would work 
with Excel spreadsheets and lots of data. 
The biggest change now is that I have 
more people manage- 
ment to do." 

The good part, for 
them, is that they have as- 
sumed responsibility at a 
time when Nicholas is 
looking better financially 
than it has in the last few 
years. The stock price has 
appreciated from Rs 274 
in May to Rs 658 now, 
helped along by the bull 
run. But Piramal himself, having given 
too free a rein to his top managers in the 
past, is alot more hands-on today, and 
an active reviewer. "If you ask meif we've 
achieved high performance, we still 
have some way to go,” he says. As one in- 
dustry watcher points out, the newcom- 
ers have yet to earn their spurs. 

There are other ex-consultants, now 
attached to the chairman's office, who 
are waiting to be inducted into line 
functions in group companies, includ- 
ing Nicholas. For instance, there is V. Kr- 
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ishnakumar, also ex-McKinsey, who 
monitors the formulations group for Pi- 
ramal, and Ajit Mahadevan, ex-Accen- 
ture, whois involved in the exports strat- 
egy. A few others are handling group 
businesses like glass, retail and textiles. 
"The chairmans office is like a parking 
place for good people. But they can't 
stay there for long. They have to take re- 
sponsibility and show profit," says Shah. 

Meanwhile, competition is getting 
hotter, 2005 is round the corner, and in- 
dustry growth is hovering around 8%. 
The question is whether, in the face of 
such pressures, these new faces will 
stick around for long. By their very pro- 
file, the people that Piramal has hired 
are young, highly-paid and looking for 
growth. "They need to guard against be- 
ing impatient. Things take 
time," says one. 

Globally, there are ex- 
amples of consultants 
joining senior line func- 
tions and even becoming 
CEOs. Like Louis Gerstner 
of IBM who was a director 
at McKinsey. India hasn't 
seen too many of them ex- 
cept in emerging indus- 
tries like software and IT- 
enabled services that does not have a 
talent pool to recruit from and where 
customer focus and project-based de- 
livery is crucial. So, this is, perhaps, the 
first time that so many of them are mov- 
ing into senior positions in the same 
firm, inan established industry. 

Ultimately, if Singh, et al can deliver 
on the numbers, no ones going to par- 
ticularly care about where they came 
from, and how many of them are there. 
It might even motivate many others to 
try the same experiment. E 














About the Program: The PGDBAis an industry recognized, AICTE 
approved, 2 year full-time program, with specializations in 
Marketing, Finance and Human Resource Management. 


| 
ITM Centers: This program is offered in four ITM centers - Navi NED? | 
Mumbai, Bangalore, Chennai and Warangal. All centers are fully | 
residential with hostels for men and women (ITM Chennai offers | 
limited hostels for women) 


Laptop Program: Laptop computers are compulsory for each NOT TO WORRY! 


student. 


ITM Rankings: Since its birth in 1991, ITM has become one of the top 
25 schools in India. A selection of our ranking among business 
schools in India, from National Magazines: 


24th best, all-India: Outlook Magazine ‘03 
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business world, ITM has relationships with India’s largest companies. 

Live projects, seminars, discussion panels combined with summer ar y m Ission rocess 


and winter internships help students acquire hands-on 
business experience 


Placement: Over 200 of India's top 300 companies recruit out of ITM 
every year. Our placement record was top-notch last year, with 100% 
placement in all 4 locations and starting salaries as high as Rs.14 
lacs/pa and median at Rs. 3.0 lacs/pa 


Eligibility: Any graduate with min. 50% marks in a Bachelors 
Degree from any University recognized by AIU. Candidates must 
also submit a valid CAT, XAT, GMAT, JMET or MAT score, or must 





» appearing for CAT 2003, XAT 2004 etc. See below for early Admission Notice 
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e Application forms are now available at all IMS centres. 





Scholarships: Merit-cum-Means scholarships are available for 
exceptional candidates every year. These offer financial assistance 
in the form of 50% and 25% tution fee waivers, and part-time 
employment on stipend. Research and Teaching Assistantship are 
available, as per departmental needs. 


Dates and Deadlines: 

Application forms are available : Till Feb 29, 2004 

Last date for receipt of application forms: March 31, 2004 
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IC HE steady rise of the markets 
_ this year has provided an op- 
portunity to fund managers 
and investors to shore up their 
sagging fortunes. But what 
about the promoters? Have 
hey hiked or offloaded their holdings? 
And how have institutional investors 
and mutual funds behaved? 

We looked at companies with a mar- 
ket capitalisation of at least Rs 50 crore 
now in the CMIE database. Of the 352 
companies analysed, 332 had net sales 
of over Rs 50 crore during 2002-03. 

The results are interesting — pro- 
moters haven't queued up in a single di- 
rection. While in 95 companies they 
. upped their stake, in 84 cases, there was 
a dip. The promoters of 31 companies 
hiked their stake by over 196 of the total 
shareholding in the first six months of 
this fiscal and in 22 companies, reduced 
it by over 1%, About a dozen companies 
saw the promoters ramp up their stake 
by an additional 5% percentage points. 
In 20 companies, foreign institutional 
investors (Flls) bought 5% or more, 
while in 22, mutual funds bought at 
least 2.596 of the stake. 

If you think that the biggest shifts 
happened through open offers or mar- 
ket deals, you are mistaken. Mundane 
things like conversion of loan, prefer- 
ence shares and cancellation of shares 
lead to some of the bigger spikes in pro- 
moters' holdings. According to the Se- 
curities and Exchange Board of India's | 
(Sebi) takeover code, an open offer is to 
be made for 2096 stake if a person ac- 
quires a 5% stake. Ifthe stake rises due to 
preferential allotment of equity, the cut- 
off for triggering an open offer is 15%. 
Let's take a closer look. 
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Promoters 


Tata Finance allotted 11.3 crore shares 
to Tata Sons and Tata Industries this Oc- 
tober at Rs 26.53 per share, taking the 
promoters stake to 87.71% from 63.42% 
in April 2003. For this preferential allot- 
ment, the company got an exemption 
from Sebi's takeover code. Earlier, their 
stake had shot up to 71.6% when the 
preference shares issued in 2001 were 
converted into equity in May 2003. With 
decreasing public holding, delisting 
could become an option. The share 
price has risen to Rs 55 from Rs 24 in the 
last week of July 2003. 
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Geodesic Information Sys. 48. 24 
Adiabs Films 79. 53 
Glenmark Pharmaceuticals 63. 49 5⁄ 
| Indusind Bank — 49.86 4 
Mirc Electronics. | | m 63. 59 E 
Himachal Futuristic Comm. 9. 07. I 
| Asahi India Glass 59.86 


Ashok Leyland increased its holding 
in Ashok Leyland Finance (ALF) by con- 


| verting preference shares. When these 


shares were issued in 2000, NBFCs were 
down in the dumps and the promoters 
ended up subscribing to more than 9096 
of the issue. ALF is merging with In- 
dusind Bank (both are part of the Hin- 
duja Group). The merged bank will 


combine the network of 57 IndusInd | 


branches and 140 ALF branches. The 
ALF scrip has risen from Rs 50 in April 


2003 to above Rs 80 (P-E ratio: 4.79). The | 
thingto watch out will betheshareswap | 


ratio for the merged entity. 

Though Essar Steel promoters' hold- 
ing has risen by 23.0696 to 56.6195 on 
conversion of promoter loans into eq- 
uity (at Rs 11.26 per share), it will fall to 


36% by March 2004. Soon the company | 
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| will reduce equity capital by 40% by 
converting it into preference shares. 
Then fresh equity (17.5 lakh shares) will 
be issued to financial institutions as part 
of its restructuring, and the promoters' 
and institutions’ stake will be at 36-37%. 
The share is now trading at above Rs 20. 
In the case of Flex Industries, the 
company converted warrants into eq- 
| uity in favour of promoter companies 
| this June. The 1 crore equity shares is- 
| sued represent a little over 20% of the in- 
|! creased equity. In the quarter ended 
| June, the promoter companies, Anshika 
Consultants and. FCL Technologies, 
holding a little over 10 lakh shares (2% of 
the present capital) sold out. The scrip is 
| trading at Rs 40 (P-E ratio: 3.96), up from 
| Rs 16in April. 
Munjal Auto, a Hero Group com- 
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BÉ s id : 1 ? To build a long-lasting foundation, do what brain did. Invest in a mutual fund, and you'll realize the power of collective 

> 4 ? strength. Like you, there are many more people who entrust their money in it. As a result, it becomes a huge pool of 

; money through which a mutual fund manager provides individual investors enormous buying and bargaining power. 

For instance, buying a high-priced stock might not be possible for one alone. But, with a mutual fund, it is possible 

Lae i to buy it as a part of the portfolio. For more information, contact the nearest mutual fund office today. Soch hamari. Fayda aapka. 





SBI Funds Management Pvt. Ltd., |9 |, Maker Tower 'E', Cuffe Parade, Mumbai - 400 005. Ph: (022) 2218 0221 - 27. Email: partnerforlife@sbimf.com SBIMF Investor Service Centres: Ahmedabad: 
(079) 550 7442, Bangalore: (080) 227 2284 / 212 2507 / 212 3784, Bhilai: (0788) 227 3261 / 501 0955, Bhopal: (0755) 255 7341 / 528 8277 / 527 3983, Bhubaneshwar: (0674) 240 2401, 
Chandigarh: (0172) 709 728 / 711 869, Chennai: (044) 2829 3384 / 85, Coimbatore: (0422) 230 3863, Ernakulam: (0484) 231 8886 / 232 0107, Goa: (0832) 564 2475, Guwahati: (0361) 252 1993, 
Hyderabad: (040) 247 56241, Indore: (0731) 541 141 / 245 944, Jaipur: (0141) 256 7354 / 257 4134, Kolkata: (033) 2282 1471 / 2816, Lucknow: (0522) 22! 5668 / 228 3884, Ludhiana: 
(0161) 244 9849, Mangalore: (0824) 445 892, Mumbai: (022) 2265 8302 / 03, New Delhi: (011) 2331 5058 / 7262, Patna: (0612) 268 2306 / 5665, Pune: (020) 567 0961 / 1524, Ranchi: (0651) 
23| 5212, Siliguri: (0353) 253 7065, Vadodara: (0265) 222 5628 / 29, Vijaywada: (0866) 257 8215 / 4113. SBIMF Investor Service Desks: Ajmer: (0) 98290 67357, Gurgaon: (0124) 508 3769, 
Kanpur: (0) 98392 26114, Kota: (0) 98290 67358, Moradabad: (0) 98374 78790, Nagpur: (0712) 254 3123, Raipur: (0771) 253 6372 / (0) 9826! 45400, Vishakhapatnam: (0821) 256 5245 


Asset Management Company: SBI Funds Management Pvt. Ltd. Principal Trustee: State Bank of India, Risk Factors: Mutual Funds and Securities Investments are subject to market 
risks and there is no assurance or guarantee that the Fund's objectives will be achieved. As with any investment in securities, the NAV of the units issued under the scheme can go 
up or down depending on the risk factors and forces affecting the capital markets. Past performance of the sponsor/AMC/Mutual Fund does not guarantee the future 
performance of the schemes of the Mutual Fund. State Bank of India, the sponsor, is not responsible or liable for any loss resulting from the operation of the schemes beyond the 
initial contribution made by it of an amount of Rs. 5 lacs towards setting up of the Mutual Fund. Please read the offer documents of the schemes carefully before investing. 
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Aerodynamically, the bumble bee sho- | 


uldn't be able to fly, but the bumble bee 
doesnt know it, so it goes on flying. 


HERE'S a buzz at drugmaker 
Nicholas Piramal. It's the bum- 
ble bees at work. They have to 


help Nicholas do what many | 


company watchers think can- 
not be done. That includes 


making the Rs 981-crore Nicholas a | 


sales and marketing dynamo that will 


boost growth and get MNCs queueing | 
up again to make it a marketing partner | 


for their blockbuster drugs. 

If the bumble bees succeed, Nicho- 
las will continue to grow at the 13-1496 a 
year it has promised its investors, even 
though the market is growing at halfthat 
pace. India matters to Nicholas since, 





unlike its peers — Ranbaxy Laborato- 
ries, Cipla, Wockhardt and Dr. Reddy's 
Laboratories — its domestic business 
exceeded 7096 of its gross sales in 2002- 
03, and exports are still relatively small. 

And to shore-up performance, 
chairman Ajay Piramal has been fun- 
nelling bees into the system. 

One example is 36-year-old Praneet 
Singh, director (formulations). He is an 
oddity, an outsider in an industry where 
managers keep moving from one phar- 
ma company to another. He joined in 
April as the head ofthe domestic formu- 
lations business, Nicholas biggest, after 
seven years as a consultant at McKinsey 
and Company. Before that, he was a 
brand manager for five years at Procter 
and Gamble (P&G). Singh was the en- 
gagement manager in the McKinsey 


Chairman Ajay 
Piramal has 
recruited former 
consultants in 
Key positions at 
Nicholas Piramal 
to improve 
performance. Will 
they deliver’? Gauri 
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This bull run saw 
the Sensex cross. 
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Asian Electronics 008 ` 
ina oe 
Balrampur Chini Mills 9.52 
Decreasing stake in: 
Balaji Telefilms 12.28 
Geometric Software Solutions Company 18.42 ` 

Indo Gulf Fertilisers — 4216 — 

or 15.41 

Divi's Laboratories 11.52 


pany in the auto ancillary sector which 
came out ofthe purview of the BIFR last 


year, saw the promoters' stake shoot up | 
to 76.8%. This was by part conversion of | 


debentures into equity. The scrip has 
risen to about Rs 87 (P-E ratio: 11.84) 
from Rs 29 in April. 

The promoters of Apollo Tyres used 
the creeping acquisition route to mop 
up 4.9596 stake and then bought back 
and cancelled 36.9 lakh shares (Harshad 
Mehta's holding). Being outside the 





K 4 1% c 
3 Public, NRI/OCBs - 


RAM rrr rre e DT ee ANTV NT INERAT THAN TACHTNETS E Herd 


takeover code, buyback didn’t triggeran | 
| instance of Fils selling. The bank is get- 
| ting a capital infusion from Sabre Capi- 


open offer. The scrip is currently trading 
at around Rs 250 (P-E ratio: 7.88), up 
from Rs 120 in April. 

There were a few open offers where 


substantial equity was actually bought. | 
| Exchange asked companies to file their 
shareholding patterns. It is high time 
. Stake to 55.12% to facilitate expansion | 
| you know where the stakes are shifting 


In Indo Gulf Fertilisers, part of the AV 
Birla Group, the promoters took their 


by further acquisitions. The company is 
keen on acquiring the government's 
stake in National Fertilisers. The share 
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price has moved from Rs31 inApril to Rs 
95 (P-E ratio: 2.38). Other offers where 
bigstakes were acquired were Aptech, in 
which SSI took its stake to 47.54%, and 
Indian Hume Pipe, in which the pro- 
moters bought 16.6596 stake. 

In Arvind Mills, the fourth-largest 
denim player globally, the promoters' 
holding fell to 38.396, mostly in the first 
quarter (due to promoter selling and 
conversion of warrants allotted to 
lenders). Recently, Arvind Mills prepaid 
long-term debt worth Rs 117 crore. The 
scrip has risen to Rs 61 (P-E ratio: 9.31) 
from around Rs 20 in April. 


If one were to look at the biggies, Flls 
raised their stake in Reliance by 4.5695 
and in Hindustan Petroleum by 3.17%. 
The Unit Trust of India and NRIs/OCBs 
were the main sellers in Reliance. 
among companies with sales less than 
Rs 100 crore, Hexaware saw significant 
FH activity with their stake rising from 
0.41% to 17.16%! This is the biggest rise 
of FH holding in a company from April 
to September. FIs entered into Geo- 
metric Software and picked up 10.3196 
stake within six months from April. In 
another IT company, Visualsoft Tech- 
nologies, FIIs acquired 8.02% stake from 
virtually nil in April. 

In Glenmark Pharma, FIIs acquired 
12.9796, taking their stake to 17.58%. 
The promoters reduced their stake by 
8.89%. In Mirc Electronics, FH stake 
reached 12.85% from almost nil in April. 

Balaji Telefilms fell out of favour 
with FHs selling 6.93% stake. Flls were 
not alone; mutual funds, too, sold over 
10% of the total shareholding. Corpo- 
rates picked up 10.59% while the public 
bought 5.94%. The scrip has risen to 
about Rs 84 from Rs 67 a month ago. 

Fils reduced their holding from 
10.41% to less than a fourth in Shyam 
Telecom. Centurion Bank was another 


tal Worldwide. It is also planning a rights 
issue of Rs 65 crore in this financial year. 
In a recent notice, the Bombay Stock 


you kept a close watch on them so that 


— irrespective of whether the markets 
are in a bull run or a bear hug. É 
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Improving productivity levels is important, spe- 
cially when the economy is on the upswing. 
R. Gopalakrishnan explains why. 


T is useful to reflect on the productivity, 


progress and people aspects as our na- | 
tion undergoes huge transformation. | 


Let us consider how and when the con- 
cept of productivity entered the man- 


agement lexicon, what deregulation has done | 


to Indian productivity and conclude with the 
challenges of keeping companies young. 


Industrial Growth And Productivity 


was achieved through higher production by 


deploying more land and labour. The fertile | 


soils of the Indus and the Ganges encouraged 
the development of an agricultural economy. 
The pressure to innovate and increase output 
through productivity was not strong in a land- 


abundant India. Not so in China!, where there | 
_ ing the third phase from 1980 to 1991, indus- 


was less arable land than India, but a popula- 


tion of similar size. The Chinese were com- | 


pelled to innovate and develop methods of 
agriculture to extract more yield from the same 


land. To this day, China produces significantly 


more food than India with less cultivated land. 
Turning from agriculture to industry, there 
is a similar pattern. In the last two centuries, 
economic growth in several countries has been 
stimulated by productivity increases rather 
than merely production increases. Throughout 
the Asia-Pacific region, the post-war boom was 
stimulated by a happy combination of factors 


— a spectacular rise in industrial productivity, | 


an export-orientation and adoption of new 


technologies’. The industrial output growth | 


rates achieved by these countries have ex- 
ceeded the growth rates achieved by developed 
countries a hundred years ago at their corre- 
sponding stage of development. The pattern of 


post-war industrial development has been to | 
| chines) and organisation (how people work), 


compress the cycle into a shorter time-frame. 














However, Indian industrialisation has been | 








characterised by a weak influence of productiv- 
ity as a growth factor. The single largest contrib- 
utor to industrial growth in India has been the 
accumulation of physical capitals. Industriali- 
sation has three distinct phases: the first lasted 
from the early 19505 till 1966, when growth pro- 
ceeded at a pace of 8% per annum. The growth 
leaders were heavy industries like metals, 
machinery, chemicals and paper. Consumer 
goods grew rather slowly. The second phase 
lasted from 1966 to 1980, when growth dropped 


, to5% perannum. Growth of metals, machinery 


and similar items slowed down, but consumer 


| goods industries had a better growth. By the 
Centuries ago, economic prosperity in India | 


end of this second phase in 1980, the over-re- 
strictive and self-defeating nature of the regula- 
tory framework began to be evident and there 
appeared the first signs of deregulation. Indira 


| Gandhi declared 1982 as the ‘Productivity Year, 


industrial policy permitted 133% as the upper 
limit for production and the decontrol of ce- 
ment and fertiliser industries accelerated. Dur- 


trial growth picked up and was back to the first 
phase levels. The third phase witnessed a fast 
growth in consumer durables and some capital 
goods such as electrical machinery. 

These developments reflect the prevalent 
thinking of those times. It was fashionable in 
the 1950s to think of savings and investment 
rates as the determinants of growth. Productiv- 
ity was regarded as a given technological para- 
meter. It seems as though the then policymak- 
ers had no concern for efficient capital and 
labour usage or for ways to improve productiv- 
ity through organisational or technological 
upgradation. Also, a number of exercises were 
done in the 1980s on the emerging concept of 
total factor productivity (TFP) growth of the In- 
dian industry. TFP growth is the residual of what 
is over and above the growth attributable to the 
inputs, i.e., materials, labour and capital. This 
residual arises because of technology (new ma- 


which means that output equals material plus 
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labour plus capital plus techno-managerial in- 
puts. By the early 1990s, nine studles hadbeen 
published on the TFP growth for the Indian in- 
dustry for periods from 1946 to 1986. Each 
study showed that the TFP growth ofthe Indian 
industry was negative or mildly positive — the 
growth of industrial output has been achieved 
through increased materials labour and capital 
inputs and there has been little contribution to 
the growth from techno-managerial inputs. 
Now this is quite a stunning statement, but it is 
true. Experientially too, such a statement does 
not appear to be out of place as one reflects on 
the state of efficiency and competitiveness of 
Indian industry right up to the early 1990s. 


Deregulation And Management 


Deregulation in the last decade allowed the in- 
dustrial economy to see increased competi- 
tion, a weaker public sector and an outward 
orientation through higher foreign trade inten- 
sity. As managements of companies try to cope 
with it, whatis the evidence that their collective 
techno-managerial capability is positively re- 
` flected in the industrial economy? My col- 
leagues in the Tata Department of Economics 
and Statistics (DES) have completed a rather 
contemporary study* to assess the impact of 
economic reforms on productivity trends. If 
techno-managerial inputs have been effective, 
then it should reflect in a fillip to the TFP growth 
tate. This could have happened in the aggre- 
gate or in segments. The study compared a pre- 
reform decade with the post-reform decade in 
the National Factory Sector (public and pri- 
vate) based on the Annual Survey of India data. 
Italso evaluated the performance ofthe private 
manufacturing sector (774 companies) based 
on CMIE/Prowess data. Two points: 

(i) In the National Factory Sector, the TFP 
growth has increased from 0.6896 per annum to 
0.9796 per annum, but is still way behind what 
the industrial economy needs. Perhaps, a sig- 
nificant shift in the sector takes time. It is cor- 
roborated by a study published by Marcel Tim- 
mer of Groningen University. India had a TFP of 
15.4% of the US in 1987 and 17.2% in 1997. 

(ii) Viewing separately, the private manu- 
facturing sector during 1992-2001, the TFP 
growth at 2.56% is higher than the National 
Factory Sector as a whole. Further, the Top 50 
private manufacturing companies have shown 
a TFP growth of 3.31%, quite an impressive fig- 
ure clearly suggesting the positive influence of 
techno-managerial inputs in business. Though 
it is a biased comparison of Indias best with 


——M— MÀ - 


others' average, it is reassuring to note that the 


- TFP growth of our best 50 compares well with 


the average rates of 4.596 achieved by countries 
like South Korea and Malaysia. This means that 
someone in India is getting it right! 

This should not come as a surprise. There is 
a huge churn with the most adaptive compa- 
nies responding successfully to the challenge of 
increased productivity while a huge mass is 
convulsing and learning how to respond. It 
means that deregulation has compelled indus- 
trial firms to improve productivity. For years, 
our culture has not been very productivity ori- 
ented, in agriculture until the Green Revolution 
and in industry until the 1990s. Therefore, this 
evidence of a techno-managerial transforma- 
tion that is underway is significant. It demon- 
strates a changing mindset in our country. 

A hundred years ago, Frederick Winslow 
Taylor? pioneered the study of manual work 
and the worker. He questioned the established 
concept of craft-skill and demonstrated that 
manual work was a series of simple motions. 
From David Ricardo through to Karl Marx, it 
was accepted that there were huge differences 
in workers skills, but there were none in respect 


to productivity other than between hard work- 


ers and lazy ones. ‘Productivity’ as an idea did 
not exist. The word ‘efficiency’ entered the 
management lexicon about a hundred years 
ago thanks to Harrington Emerson, who 
viewed efficiency as a ‘natural’ rather than a 
‘mechanical’ concept. The truly unique contri- 
bution to management in the 20th century was 
the huge increase in productivity of the manual 
worker in manufacturing. Similarly, the most 
important contribution that management 
needs to make in the 21st century is to increase 
productivity of the knowledge worker. Thus, 
the Indian manufacturing sector is facing and 
coping with the central challenge of the man- 
agement profession all over the world. What an 
exciting time to be a manager in India! 

The history of the auto industry® reveals 
anecdotes and vignettes that embellish this 
point about techno-managerial value-addi- 
tions to production output. A 1915 survey ofthe 
Highland Park workers in Ford revealed that 
workers spoke 50 different languages and only 
few could speak English. How could this army 
of strangers co-operate to produce a greater 
volume ofa complex product like the Model T? 
In 1949, a collapse in sales forced Toyota to ter- 
minate a large part of its workforce. Eiji Toyoda 
became the president and he entered the 1950s 
with along trip to the US. Later, he reminisced: 
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HEMANT MISHRA 


"They let me see every step... the gap between 
their production and ours was so enormous 
that although I found the knowledge useful, it 
was impossible to apply them here at that 
point." Back in Japan, Toyoda and his produc- 
tion genius, Taiichi Ohno concluded that the 
US-style mass production would not work in 
Japan. This tentative conclusion gave birth to 
the Toyota Production System or Lean Manu- 
facturing. Honda, a tiny upstart in the auto in- 
dustry’ in the 1960s, continues to grow in an in- 
dustry where the belief is that unless you are 
massive, you can't survive. Honda's ‘way of 
managing has always emphasised innovation. 
Hondas plant in Maryland, Ohio, was one of 
the first plants in the US to be ranked amongst 
the most efficient auto factories in the world. It 
demonstrated Hondas excellent organisation 





An organisation's true nature is actually a community of humans 


method to the auto industry. When China 
joined the WTO in 2001, it was expected that 
the domestic car industry would get a huge 
shock. The reality has stood conventional wis- 
dom on its head. Unheralded, Chinese compa- 
nies have been very successful and interna 
tional players like Volkswagen have been 
surprised. Likewise in India. Only three years 
ago, India was considered uncompetitive and 
lacking scale in automobiles and components, 
but today, the scenario looks different. 


Keeping Companies Young 


Evolutionary biologist Stephen Jay Gould sug 

gests that species who can hold on to their 
youth have the most potential to evolve. Adults 
in all species teach their young ones the proven 
adult practices to enable them to venture safely 
into the world on their own. Companies die? 


. opalakrishnan  .  ECONOMIC DEVELOPMENT 


because their managers focus on the economic 
activity of producing goods and services, and 
they forget that their organisation' true nature 
is that of a community of humans. So to cope 
with a changing world, an entity must develop 
the capability to learn, the ability to manage 
change by changing oneself. This requires lead- 
ers and organisations that revel in complex, 
ambiguous situations, sometimes actually 
seeking out a challenging disorder because vol- 
untary complexity is much easier to bear than 
the kind that comes roaring out of nowhere.9 
While the need for transformation of organ 

isations is well known, the ‘how to be success- 
ful’ question does not lend itself to stereotypes. 
Leo Tolstoy began his Anna Karenina with the 
line: "All happy families resemble each other, 
but every unhappy family is unhappy for its 
reason." So it is with institutions that require 
change. All over we see signs of failure: the dep- 
ressing social and organisational indicators 
pointing to leaders' inability to usher in cons- 
tructive changes. Evidence!? indicates that 
people, who understand why change is resisted 
and want to make the personal investments to 
overcome that resistance, are likely to achieve 
their goals. The greatest mistake leaders can 
make is to assume that results alone matter and 
that morality and goodness have gone out of 
style. But as amorality becomes more rampant, 
in this pitch darkness, the natural instinct is a 
craving towards light. As a nation, we need re- 
sults badly, but with goodness and moral pur- 
pose. We are on the way, though not in a pur- 
poseful enough direction yet. All of us have the 
unique opportunity to make a difference. W 
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Does building an institution 
for developing entrepreneurs 
seem challenging? 


If it does, then you are the one we are 


looking for. 


SPJIMR is among the 5 educational 
institutions selected by Wadhwani 
Foundation for promoting 
entrepreneurship in India through the 
innovative National Entrepreneur 


Network Program. 


Our pioneering efforts in delivering 
the Family Managed Business Program 
has helped provide the base for the 
entrepreneurship development 
initiative which will propagate 
entrepreneurship through educational 
programs, research, training and 


consultancy. 


Our vision for promoting 
entrepreneurship is inclusive, 
covering family business, the social 


entrepreneur, the corporate executive 


BHARATIYA VIDYA BHAVAN "S 





b Munshi Nagor 
| Dadabhai Road, Andheri (W) 





and the skilled graduate student and 
will support entrepreneurship in the 


traditional and new economy sectors. 


We are looking for full time/part 
time professors, researchers and 


practitioners. 


To be a part of this start up team you 
need to have evidence of academic 
interest coupled with exposure to 


entrepreneurship. 


The remuneration package is at par 
with the national institutes of learning 
with scope for increasing earnings 
based on output. Benefits such as 
housing, relocation expenses, school 
admissions, medical insurance and 


international travel are included. 


If you fit the bill, forward your resume 
to the Dean Dr M.L.Shrikant, D.B.A 
(Harvard), rightaway. 


p S.P. Jain Institute x of x Management 8 & ; Research 





Tel: 2623 0396/2401/7454 
Fox: 91-22-2623 7042 
Website: www.spjimr.org 





If you have a flair for Marketing & Sales 
. We have a place for you ..... 






www.cflogic.com 


We are a company engaged in educational services. One of our prime services is training students for the CAT and other . 
premier Business School Exams. Currently we have branches at Bangalore, Pune, Mumbai, New Delhi, Chennai, 
Hyderabad and have plans for further expansion all over the country. | 


Cflogic.com is an educational portal successfully implemented by the company for providing MBA related avenues for 
aspiring managers. 


BUSINESS MANAGERS 32 ye 
Qualification : MBA from a premier institute with minimum 4 years work experience in Sales & Marketing, post MBA. Ability | 
to manage and lead a region as an independent profit head. Fluency in English along with good communication and | 
presentation skills are essential. 

Salary will not be a constraint for the right candidates. 


MARKETING EXECUTIVES Age: 23-27 years 


Qualification : MBA with minimum 2 years work experience with a flair for Sales & Marketing. Fluency in English along with | 
good communication and presentation skilis are essential. 
Salary Rs. 1.00 - 1.44 lakhs per annum + target based Incentives. 









Selected candidates should be willing to travel and will be posted in any of our branches. Company provides 
bachelor accommodation on rent back basis at all locations. 


Post or email your resumes to Tejaswini Kadam - Manager HR 
Career Forum Pvt. Ltd. 
Vikas A, Opp Vaishali, Lane behind The British Library, Off F.C. Road, Pune 411 004. 
Tel. : 020 - 5654120. Email : careerforum@cflogic.com 





Qualifications: Engg. Graduote 


Desirable: Industrial Engg. Graduote/ Diploma 
in Logistics 


Responsible for selling high technology products 

to leading companies and large transport houses 

in the national and international markets. 

Qualification: Graduate in Engineering 

preferably with management qualifications. " l 

Experience: 10 years in selling to the service Management of logistics operations for 

industry. large organizations 

Skill sets: Capability to manage 4PL operations 

* Direct selling exposure especially transport 

* Ability to lead and motivate the sales force. Exposure to ERP/SCM tools 
Optimization methodologies, systems 
development and implementation. 


Experience: 2-10 years. 
Skill sets: 
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Eco-friendly quadricycles may be the 
way forward for urban transport 


AARTI KOTHARI 


HICH side of the 
street do you 
drive on in « 
India? You 
startonthe gam 
left and 
then head for the next 
available space. The prob- 
lem is that this space can of- 
ten be pretty small. At best it 
would take an autorickshaw, that ubiq- 
uitous three-wheeler that transports a 
chunk of India’s urban population daily. 
It is a sensible kind of vehicle if you look 
at it objectively. It is small, simple, cheap 
to buy and run and, suitably modified, 
will keep out the elements. It can com- 
fortably travel at 30-40 kmph — even if 
your vehicle were capable of more, you 
would rarely dial up those speeds in 
most of the towns and cities in 
overpopulated India with its 
congested thoroughfares. 
So, the humble autorick- 
shaw would be enough to 
meet your daily needs and be 
much less of a bother to use 
and park than, say, your 
Maruti 800. 

Yet, it would be a brave man who 
went out and bought an autorickshaw 
as personal or family transport. Few 
would care to use a vehicle that sounds 
like an electric shaver, even if it takes you 
a mile on a teaspoon of fuel. Few fami- 
lies would stop their risk-ridden trips on 
the ‘family bike’ (the sight of entire fami- 
lies travelling on one is fairly common) 































Quadricycles today 
resemble compact cars 
more than they do any 
kind of cycle: Aixam 
(top), Chatenet (near and 
far right) and Ligier 


and opt for a safer commute in the ‘fam- 
ily rick. So what do you do? 

One option, but you will have to wait 
for that a bit, is to do what they do ina 
number of countries around the world 
— plump for a quadricycle. ‘A quadri- 
what?’, you'd probably ask. If you did, 
there is no single answer youd get. For, a 
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quad, as it is commonly referred to, 
means various things to various people. 
In the early 20th century days of self- 


| propelled vehicles, it used to connote a 


rudimentary four-wheeled steerable 
motorised contraption, that could go 
and, if you were lucky, stop where you 
wanted it to. Over time, as the layout of 
motorised vehicles became somewhat 
standard, this contraption gave way to 
the car. Thereafter, from time to time, 
various manufacturers have used the 
term ‘quadricycle’ to mean various 


_ types of four-wheeled vehicles, most of 


them small and light. But the line be- 


| tween the small and simple compact 








car and the quadricycle is fuzzy at best. 


| (See ‘Quadricycles Over The Years’) 


If you are looking at specifics, you 


could get an idea from the European 


Economic Commission (EEC) defini- 
tion, which says a quadricycle is “a four- 
wheeled vehicle weighing no more than 
400 kg (550 kg for a goods vehicle), ex- 
cluding traction batteries in the case of 


electric vehicles, with a net power of no 
more than 15 kW (20 bhp)”. But one 
must remember that this definition ap- 
plies to the EU only. Elsewhere, the only 
thing that qualifies a vehicle as a quad is 
that it has four wheels but is not a car, 
bus, truck... any other clearly defined 
vehicle. This class of vehicles also exists 
in Japan and some other Asian coun- 
tries in the motorised four-wheel bicy- 
cle variants like the Mitsouka MC-1 and 
Q-Car. More recently, in the US, 37 states 
have legislated the low-speed vehicle 
and talks on legislation are under way in 
Canada. India does not have any norms 
in place as of now. 

Yet, a few months ago, the Chennai- 
based TVS Motor had announced that it 
is developing a quad that will make it to 


QUADRICY. 


production by 2006. But look at the pic- 
tures of the Aixam, the Chatenets and 
the Ligier on the previous page. They 
look sufficiently car-like and un-au- 
torickshaw-like to find acceptance in 
many homes. If TVS' vehicle looks any- 
thing like this, it should find a market 
provided, and this is important, at the 
right price. The company says it is tar- 
geting Rs 1.2 lakh. That would make it 
about two-thirds the price of the cheap- 
est car in India, the Maruti 800. This 
would conform to what is the norm in 
the rest of the world. In the UK, for in- 
stance, compacts like Daihatsu Sirion 
and Renault Clio 1.2 Authentique retail 
for about £8,000, compared to £5,000 
(about two-thirds of £8,000) for the 
Aixam and the Ligier quads. 

TVS is not the first company in India 
that wanted to make a quadricycle. 
Pune based, three-wheeler maker Piag- 
gio Greaves expects to roll out quads by 
the end of 2004. Its Italian parent is de- 
veloping quadricycles as a new line and 
has decided to source around 5096 ofthe 
components from India as they are 35- 
45% cheaper. Piaggio plans to invest 
$100 million in the new line. The com- 
pany has a 40% share of the three- 
wheeled goods carrier market. Piaggio 
Greaves managing director Ravi Chopra 
said the pick-up vehicle will be a derived 
vehicle following all three-wheeler 
norms and will have a payload of a ton. 
These will be powered by diesel engines. 
Passenger variants will come later. 

TVS’ idea is to use hybrid power — 
both fuel cells and hydrocarbon fuels — 
in its quad. The engine will operate on 
battery up to 20 kmph, on diesel/petrol/ 


CNG at speeds of 20-60 kmph, and on | 


both the fuels at speeds from 60 kmph 
to the top speed of 70 kmph or so as 
electricity will kick in to give extra speed. 
The power rating is expected to be 15 
kW (20 bhp). The company plans to in- 
vest Rs 500 crore on developing three- 
wheelers and quads. But the share of 
quads in this is not revealing yet. There 
will be goods and passenger variants. 
While both TVS and Piaggio Greaves 
expect the market to be pretty big, when 
asked whether there are any plans to 
venture into this business, Sulajja Firo- 
dia Motwani, joint managing director, 
Kinetic Motor Company, said: "The sec- 
ond-hand market has really picked up 
of late. So why would one buy a quadri- 











How they stack up 







| Indian 100/110 : City proposed : Small A/B 
Criterion : cc motorcycle : Quadricycle : segment car 

: (2 persons) | (4 persons) (4 persons) 
Engine power | 6kW | «15 kW >30 kW 
—M———M——XIDIIIITTPPTS F senecpenpkkesquath enu esanoca clo dod so E ORA ae usaspa uai noe a sat rene ae 
Unladen weight ; 100-110kg | «450 kg | >800 kg 
kasa... ..................................... cient tbh hat Ane AA geb ai L o ore eth eae Kamala! OE 
No. of seats | 1+1 | 143 i 143 
nee eaaa n IEF MA ea AOP EEEE CA PARE Hes Pr 08 RUBER P deorum 
Road used — i i 
parking, etc. (1 m/c unit) 1 m/c units 2.5-3 m/c units ; >4 m/c units 
Average fuel consumed | | 
for 100 km travel 2 litres p" dini. 
Estimated purchase price | Rs 50,000 — | Rs 1.2 lakh | Rs 2.75 lakh 
Costkm (purchase and ^^ Re 0,85/ | Rs 1.48/ | Rs 3.3/ 
running for d lakhkm  Dononkm  personkm = 
VOS TEU IN pa pak EAS coined cee $9909000092000990000990090 959: 

: to : Adequate protection : Good weather 
Comfort : : : protection, 

: weather | from weather | A/C option 
Safety : : r i Safer 

| traffic : due to low speeds | 
IR NC PS a LM GATES CCP (GRUB DISSI ULT MBA nanc a gc udi cado a 1 A 
Emission (gm/km/person) : ; 

: 0.625 0.56 0.55 
HC + Nox : 0.625 0.50 0.125 








for a quad that it developed with of Ai- 
xam of France. But it did not go further. 


The quadricycles, if they come into | 


being, will address the requirements at 
the bottom of the purchasing pyramid 
and would take away some sales from 


compact cars as well as three-wheeled ` 
vehicles. Not surprisingly, lobbyingison | 
to stop quadricycles even before they | 
are launched. Some say that since the | 


quadricycle will be a four-wheeled vehi- 
cle, it should meet all the norms that a 


car has to: Euro-III emission and crash | 


test. Ifany company is using purely local 


technology to develop the quad, this | 


could mean significantly higher devel- 
opment costs. 
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cycle for Rs 40,000 if she could get a used | 
Maruti 800?" Oddly, it was Kinetic that | 
had unveiled the CityCar, a prototype | 


No consensus has been reached re- 
garding legislation for these vehicles. 
One section of the manufacturers are in 
favour of following the European speci- 


| fications exactly. But TVS argues that 


that a 600 kg gross vehicle weight limit 
as per EEC specifications would make 
the passenger quad unsuitable for India 
and has backed a GVW limit of 800 kg as 
proposed by the Central Motor Vehicle 
Rules standing committee in May. After 





all, the quad has to carry four people. 
Thetop speed and power being targeted 
at 15 kW and 72.5 kmph. 

In fact, says Bijoy Kumar Y, editor of 
BS Motoring: "The government should 
classify these as a separate class — they 
can be charged lower duty, considering 
they are much-more environment 








| friendly." We hope they do. id 


en purto 
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Govind Singhal 
CEO, Optimus Outsourcing Co. 


I tend to read several books at a time. 
I have just finished EXECUTION by 
Larry Bossidy and Ram Charan and 
found it excellent for a hands-on per- 
son like me. The book tells you how to 
solve a problem in a straightforward 
manner and it is written simply — no 
jargon, no hype. It is essentially a 
primer on what execution is, why it is 
important and who is responsible for 
its implementation. It clears the pre- 
vailing misconceptions on the sub- 
ject so | would recommend it highly. 
Iam also reading THE GO- 
GETTER by Peter B. Kyne and Alan 
Axelrod and SUCCESS ONE DAY AT 
ATIME by John C. Maxwell. My work 
requires me to spend more time trav- 
ellingthan in my office in Chennai, so 
Ihaunt bookstores at different air- 
ports. I usually look for books that are 
anecdotal rather than pedantic. $ 


| 


ALERT 
Red Hat Linux Bible 


By Christopher Negus (John 
Wiley & Sons) 





At $49.90, this 1,101- 
page book, complete 
with the 3 CD-ROM 
version of Red Hat 
Linux (RHL) software, 
could be considered a 
steal. The RHL Bible 
covers everything from running 
desktop applications to setting | 
up more than a dozen server I 
types. It also features sections | 
| 





on shell scripting, encryption 
techniques and all that sets the 
geek pulse racing. Ei 





The genius 


NAVJIT GILL 


INETEEN sixty-four blew in a 
winter of discontent for 
Britain. A series of blackouts 
snuffed out the lights in 
homes and business estab- 
lishments. The newly-elected 
Labour government decided to tackle 
the outages with a huge centrally-di- 
rected programme of investment in 
new power stations. 

One of the direct outcomes of this 
momentous decision was the construc- 
tion of new gas-cooled reactors. That 





work has been on the interplay between 
business and economics, in this book, 
he focusses sharply on competitive 
economies and what makes them tick. 
The books grand sweep carries the 
reader from the general equilibrium 
theory (the first economic construct to 
demystify the working of perfectly com- 
petitive markets and their ability to 
bringorderto billions oftransactions) to 
modern game theory and behavioural 
economics. The latter two brought eco- 
nomic theory closer to the imperfectly 


| competitive markets that we encounter 


turned out to be a terrible mistake: it | 
took an average of 20 years to build one | 
reactor and it was almost 30 years before | 
| just why competitive markets work and, 


their output matched their planned ca- 
pacity. By then, the total cost of 
production exceeded £50 
billion (at 1996 prices). The 
subsequent write-off was 
greater than any loss ever 
in a company. 

This is one ofthe many 
‘small stories’ that John 
Kay uses to deconstruct 
the markets — for flowers, 
electricity, oil, risk. Though 
most of Kay' previous 


REYHOUND tried to adopt the 
hub-and-spoke model followed 
by the airline industry. Iridium 
didn't pay attention to market- 


ing. Pet.com was too focussed on boost- | 


ing its stock price during the dotcom 
boom years — at the cost of business 
strategy and operations. Greyhound 
managed to change its ways before it 





went bust, but the other two tried reme- | 


dial measures when it was too late. 
These are among the 10 common 
mistakes that Mark Ingebretsen lists in 
Why Companies Fail (published by 
Crown Business). The mistakes range 
from ‘growing too fast’ to ‘letting stock 
price dictate strategy’, and ‘ignoring 
paradigm shifts’ to ‘ignoring customers. 
The high-profile business collapses in 
the past decade provides rich material 
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in real life. 

A sombre requiem for centrally- 
planned economies is written nearly 
everyday. What Kay does is demonstrate 


in so doing, he actually 





THE TRUTH 
ABOUT 
MARKETS 


their Genius. Their 
Limits, Their Follies 


By John Kay 


Penguin/Allen Lane 


IA t1 





for the author. Ingebretsen picks up fa- 
mous cases — Kmart, WorldCom, 
Arthur Andersen, AOL — and dissects 
| their mistakes clinically. 


A book devoted to figuring out why 
companies fail is useful because it is not 


| atopic that too many management au- 
| thors want to tackle. Indeed, books on 


how companies become great' easily 
outnumber volumes on failures by 100 
to 1. And yet, as most managers will tell 
you, one can learn far richer lessons 
from failures than from success stories. 
Unfortunately, the author fails to 


| capitalise on the sheer potential of the 








JOHN KAY is a visiting professor at 








higher level. the London School of Economics who 
: writes a column for the Financíal 

-- EC waqasa Times. He has taught management at 

Imüatves Hke the . Oxford University, headed an inde- 

British government's pendent think tank and run a suc- 

. power programme just cessful economic consultancy busi- 
dont have the genius of moss. Kay has also been a director of 
competitive markets. several public companies in Britain 
The spontaneous order EE 


that we find in perfectly competitive | 
markets and in their real-world ana- 
logues has a strictly mathematical basis. 
Mere Marxist convictions cant shake 
that scientific foundation. But as Kay 
shows, markets need more than sponta- 
neous order; they also need the right 
kind of institutions (for instance, alegal | without wondering if it does, indeed, 
system) as Hernando De Soto discov- | cause more accidents. 
ered when he tried to solve the mystery  — This book, too, isa non-economists 
of capital. The co-evolution ofbothin- delight. It tells you why humans are falli- 
stitutions and technology is atthe core | ble, why their judgements in the market 
of competitive markets. | are so often wrong — and how this falli- 
Economic theory can be terribly | bility is exploited by savvy sellers. It ex- 
dense in the wrong hands, just as it can x plains how information assymetry en- 
be wonderfully insightful if wielded | sures that there is no market for things 
with felicity. J.R. Hicks and Alfred Mar- | like divorce insurance. The market for 
shall were among the first economists to 
write complex theory in simple English. | disappear one day with further 
My favourite among contemporary | advances in genetics. 
writers is Steven E. Landsburg (Paul | ^ Kaysworkisntas blatantly pro-cap- 
Krugman is more topical and equally ` italist as you might expect. He strains to 


accessible, but only half as much fun). 
Landsburg is everymans economist: 


a strobe light on the intriguing logic be- 
hind commonplace mysteries. Nobody 





best of failure 





. For example, in the chapter, ‘Letting 
Stock Price Dictate Strategy, one would 
have expected at least one in-depth ex- 
amination ofa company that lost its way 
because it was too busy trying to meet 
Via Street's expectations or because 

it let short-term stock price 
movements steer it away 
from long-term business 
focus. Instead, Ingebretsen 


topic. The main problem with the book | 
is that it tailors most of the cases to fit | 
them to the 10 cardinal sins that Inge- | 
bretsen has worked out. Also, the slim- | 
ness of the volume (292 pages including | 
the index) doesn’t really allow 
the author to examine any of 
the failures in detail. The ex- 
amples are all rather sketchy 
and superficial, and one gets 
the impression that the au- 
thor picked up the most vis- 
ible sin a company has 
committed and ignored 
everything else. 







promoters tried to make a 
quick buck by going in for 


business strategies in place. 
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who has read Landsburg’s Armchair | 
Economist can strap on a car seatbelt | 


medical and life insurance might also | 


| keep his tone neutral and his 
| post-mortem of the madness that 
surrounded the dotcom economy and 
the current talk of American 


| determinism is scathing. 


Ever wonder why India had to wait 


| for liberalisation before serious eco- 
| nomic growth could take place? Mar- 
| kets are inextricably linked to social, po- 
| litical and cultural institutions, their 
| genius and their failings depend on a 


he uses the rigour of economics to shine | 


context. You can't simply transplant 


| technology from the developed world 


and hope for economic success. 

It is absolutely necessary to under- 
stand the co-evolution of institutions 
and technology if you want to arrive at 
the complex truth about competitive 
markets. Such markets also need ‘disci- 
plined pluralism' (itself often a result of 
the co-evolution) if they are to work 
well. What the British power industry 
lacked in 1964 was disciplined plural- 
ism. It spoke with a ‘single voice’ and it 
did not have the discipline to shut down 
failed experiments in time. 

That's the best possible reason In- 
dian policymakers should avoid speak- 
ing in a ‘single voice’ when it comes to 
the cable television industry — or man- 
agement education. x 





Us sss asss EE n a d 


And how others like Pet.com were only 
spending money to create hype around 
their companies so that it would push 
up stock valuations. 

Some of Ingebretsens examples 
would have fitted other ‘mistakes’ bet- 
ter. Greyhound' sin, according to the 
author, is ‘ignoring customers. It would 
have been logical to treat it as a case ofa 
company that copied an innovation 
from another industry without first 
analvsing whether such an innovation 
would suit its own business. It would 
have been the perfect example for the 


| chapter on ‘Innovating Too Much. 


focusses on how dotcom | 
| picked a great topic but failed to do 
; justice to it. m 


I ‘thou tting their | | 
POs without putting their | PROSENJIT DATTA | | u 


in the final analysis, Ingebretsen has 























*€ HE late-term polls have left the media and 
' their trusty pollsters red in the face. Though 
pre-election surveys are often proved wrong, 
seldom have they failed so spectacularly. 
They broadly got Delhi right; it was difficult to 
get it wrong. They also highlighted people's discontent 
with infrastructure in Madhya Pradesh; that too did not 
need perceptivity. They were divided over Chhattisgarh: it 
was difficult to predict which would scandalise voters 
more — Jogi’s alleged little lies or Judeo's Lakshmi-wor- 
ship. In Rajasthan, however, they backed the wrong horse. 
They are still trying to work out how they went so wrong. 

Now that the five state elections are over, a new indus- 
try will be built on speculation on who will win the general 
election and when. This is a 
versatile industry; among its 
byproducts will be speculation 
on the future of the Congress 
and its leader, the resurgence 
of Hindu extremism and such 
large subjects. 

This industry will be based 
on a crucial assumption: that 
there are trends that ordinary 
soothsayers can read. But if 
there is anything the just-over 
elections show, it is the fickle- 
ness of the voter — the alacrity 
with which he changes sides, 
and his ability to do so even af- 
ter he has given what the poll- 
sters, who asked him just days 
before the elections, thought 
was the final answer. This may 
be a wrong impression: in fact, the bulk of the electorate 
may be stable in its political loyalties and shifts may occur 
only at the margin. The point is that the shifts were so sig- 
nificant as to throw pollsters completely off the track. 

And if the voters can throw out such well-regarded 
chief ministers like Digvijay Singh, they are capable of 
throwing out anyone. Be not proud Bharatiya Janata 
Party, for the wheel of fortune does not stop turning. To 
think that the nation will follow in the footsteps of the 
three middle-Indian states would be complacency bor- 
dering on arrogance. 

This does not mean that the Congressis notin trouble; 
all the introspection it does will be in its interest. In more 
normal democracies, a debacle, like the Congress has suf- 
fered, would lead to a change in leadership. At least, the 
leader would have to fight to keep her position; she would 
have to give her party solid reasons why it would do better 
under her leadership than under someone else's. That is 

unlikely to happen. The Congress has too many leaders 





Sonia still has time to learn 
the lesson that her party will 
finally be judged by what it 
has to offer to the diiit 





| jarat swept eas 


and too few followers: the only leader these once-great ` 
politicians can agree to follow is Sonia Gandhi. But re- 
newal is an inevitable lawin politics: if Sonia Gandhi can't 
' he situation ‘she will not only sink, but she 
will take her party, wi th its 118 years history, to the grave. 
What it does mean is that there is no magic formula 
behind the BJP’s sweep. Tt may be that the fire it lit in Gu- 
ards, It may be that its electoral calcula- 
tions — its choice of candidates and issues — were better. 
It may even be that people were tired of the Congress and 
wanted a new broom. But general elections are another 
game; the BJP will have to think anew about the issues, 
slogans and candidates. | 
The Indian voter has turned increasingly demanding 
and fickle; starting with Mrs In- 
dira Gandhi in 1977, he has 
turned out party after party. 
His behaviour may be quite 
unpredictable. But some gen- 
eralisations may be validly 
made about what appeals 
work and what do not. Appeal 
. to passions works briefly, but. 
fades equally quickly. Rajiv 
Gandhi benefited from anti- 
Sikh feelings in 1984; five years 
later he lost equally compre- 
hensively. The BJP made much 
j capitalout ofthe demolition of 
the Babri Masjid that its lead- 
| ers watched at close quarters. 
° This’ year, Digvijay Singh tried 
out the same Hindutva card, 
| > andwasswept aside. 
On the other hand, economic and adr mini istrative per- 











hih ad falleni in love with Sheila Dixit. But they saw 
what she didto improve power, keep roads in good repair, 
keep the streets clean. They read the BJP’s advertisements 
to the effect that it would legalise hundreds of slum 
colonies. And they thought Delhi was better affi in Dixit's 
hands than in Khuranas. 
















There is a precedent for this further southi in Chandra- 
babu Naidus re-election last time. It was not that he had 
then done much—he had no! een there long enough to ` 

es ut é about was development 
and governance; an sage delivered the election. 

Despite all the me e held with her chief minis- 





ters, Sonia Gandhi has not been able to carry this mes- 
sage: that finally her party will be judged by what it brings 
to the people, not by how many temples she visits. It is still 
not too late to learn that lesson. Although it has forgotten 
that itwas the Congressthatusheredinthereforms, W 
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Same great taste 


uU Every single Wills Navy Cut cigarette 
L^ now bears the quality mark of WD & HO 
Wills. It's the sign of legendary quality, which 

already appears on your pack. Guaranteed to 

give you the same great taste that makes Wills 


Navy Cut the favourite choice of millions. 
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Great Prospects 


out the promise and problems of 
Indian television. The old smoke- 
stack industrial business models, 
which most bureaucrats still refer 


exchange reserves can be easily 
overcome by the Reserve Bank of India 
if the government diverts some forex 
reserves into some wise investment 
(Life After One Hundred Billion, BW, 8 
December). One solution could be 
investing in oil-fields abroad. This will 
help drastically reduce our import bill 
as well as enhance our country’s oil 
security in the long run. 

V. Shivkumar, Delhi 


. WHO'S THE 
REAL HINDU? 
| You were apt in 
saying that 
Hinduism cele- 
brates diversity 
and is not wary 
of it Why BJP 


* 1 should be more 


Hindu, BW, 22 
December). But in 
India, secular parties, as they like to 
claim, are not really secular. They are 
pseudo-secular parties. One need not 
feel embarrassed to say that he or she 
follows a particular religion. That does 
not mean that he is communal or 
against secularism. But as you said, the 
Bharatiya Janata Party will have to 
realise the difference between Hindu- 
ism and RSS-ism to be a 'Hindu' party. 
S. Karthik, Via email 


osse 700 001, by aii y. OUR SIDE OF THE STORY 
hehalfof ABP. Pytlid. ^0 


unsubstantiated and erroneous (‘Hard 
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Q Your article has correctly pointed 


to, do not apply to information and 
media industries in India any more. 
Media technology moves too fast for any single company to 
nail it down for long. If Indian media companies ask for more 
regulation, they will stifle their own prospects for some minor 
temporary relief. The law of unintended consequences applies here as 
well. If India can sort out its political challenges soon, it can become the 
most vibrant market in the world for media investors. 


The news item about MetLife India was 





i 





Harold Vogel, New York 
INVEST WISELY Times, BW, 15 December). Let me set 
The problem of surplus foreign the facts straight: 


1. Contrary to your report, we have 
done extremely well this year and have 
clocked a growth rate of over 300% in 
sales. We have also recently filed with 
Insurance Regulatory and 
Development Authority (RDA) a range 
of products for individual and 
corporate customers. 

2. The shareholders have reiterated 
their commitment and confidence in 
our operation in India and have 
invested an additional capital of 

Rs 50 crore in November 2003. 

3. The IRDA has not written to us 
demanding a resubmission of the 
business plan as mentioned by you. 





|! Venkatesh Mysore, managing director, 


MetLife India 


CLARIFICATIONS 

In India, a facelift costs between 
$4,500- 10,000 and not $10,000-20,000 
("The Health Travellers, BW, 22 





| December). Also, the cost of Lasik in 


India is $700 and not $7,000 as 
mentioned in the article. 


@ in the story Future Of Broadcasting 
(BW, 15 December), the table “The Top 
Software Houses’ shows UTV's 2002-03 


: software revenues as Rs 65 crore. This 


figure refers only to its TV software 
business and not its total revenue, 
which is Rs 175 crore as on March 2003. 


pn" ERE 


Letters can also be sent to i 
editor@bworldmall. com 
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COVER STORY 


They Do 
Care 


It is now becoming clear that profits 
will depend as much on what 
companies stand for as on what they 
sell. Corporate social responsibility 
(CSR) is an idea whose time has come. 
But Indians are still debating on what 
kind of CSR works best for this 
country. Presenting this year's 
Businessworld FICCI-SEDF Corporate 
Social Responsibility Awards. 








Survey findings What the 
exercise by Partners In Change, an 
NGO, threw up. 


Zeroing in on the winners 
How Businessworld and FICCI-SEDF 
selected the winners. 


The good and the best 
Indias most responsible companies 
and the work they do. 





DINESH KRISHNAN 








Stepping Into Gurgaon 


‘Go West’ seems to be the 
policy that Bata has 
adopted. The Canada- 
based footwear giant 
has decided to shift its 
headquarters from 
Kolkata to Gurgaon. 
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) Real estate with corporates picking up property 
and new malls being planned, land prices in the NCR region 
are on the rise again. 


Applause Entertainment What is Kumara- 
mangalam Birla’s industrial giant doing in entertainment? 


The Tata Group six companies in the group have 
turned EVA positive this year. How did they do it? 
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The Meteoric Rise 
Of Matrix 


Matrix Laboratories has been grow- 
ing at a scorching pace. Since 2000, 
its stock price has risen from Rs 11 
to a whopping Rs 1,300! How did it 
manage this? 


Chairman and CEO N. Prasad: » 
steering Matrix ahead 





Venture capital There are different ways of exiting 
companies, show venture capital funds. 


Media ifthe recommendations ofthe radio panel are 
accepted, this medium can finally become profitable. 
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PERSONAL FINANCE 


so Perfect Fit 


With so many options available, 
how do you choose a home loan? 
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64 Debt Funds Even as you slept, they went caput. 
66 Money Plant Invest early to meet financial goals. 
67 News sebiorders mutual funds to widen their base. 
68 Online Trading A comparison of different options. 
7 0 Taxonomics Avoiding tax on ESOP sale proceeds. 
72 Mutual Funds How can you benchmark them? 
76 Fund Focus The spotlight is on two growth funds. 


78 Data Your borrowings, investments and insurance. 


IN VOGUE 


ss) BPO Dreams 


What is the former Karnataka IT secre- 
tary Vivek Kulkarni up to these days? 





« Vivek Kulkarni: doing what he said 


92 Bookmark Robert Slater narrates the story of how 


Wal-Mart survived the charismatic leader who built its DNA. 


COMMENT 
6 Ashok V. Desai Rather than unifying  * 


currencies, the prime minister should work on 
abolishing import duties between Saarc nations. : 


COMMENT 


26  Ranjeev C. Dubey who we want as 
the Competition Commission chairman depen- 
ds on what we think the commission is about. 


COMMENT 


42| Chetan Parikh Meaningful manage- 5 
rial compensation ought to be linked to per- 
formance metrics. 


THAT'S IT 


86. Mala Bhargava To kickstart theWi- 
Fi revolution, the government really needs to re- 
move all that sticky red tape. 
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TA > Doing the right thing 





S the social responsibility of companies limited to mak- 
ing money for their shareholders? Or do they have a 
larger role to play? The answer isn't as clear-cut as it 
would seem at first. One can make a convincing case 
that companies maximise national well-being when 
they are focussed on doing what they do best: running a prof- 
itable business within the limits of law and decency. Any devi- 
ation from this, one could argue, will not add to general well- 
being, but will only detract from it. 


This purist interpretation of corporate social responsibility 
has its attractions, but anyone who still has his feet placed in 
the reality of India should be pardoned if he disagrees with it. 
There is so much that needs care, attention and fixing in In- 
dian society that citizens — both individual and corporate — 
who dont bear their share of the burden are probably under- 
mining their own future. Deputy 
Editor D.N. Mukerjea, who trav- 
elled to interior villages and 
towns to put together this issue, 
was overwhelmed by the experi- 
ence: "What hits you is both the 
scale of the problem, and the 
power of individuals to effect 
visible change." 


Businessworld 


As Corporate India gets into the 
'feel-good' mood, it would do 
well to remember that there are 
hundreds of millions of people 
who do not share the feeling. Well-known economist Lester 
Thurow put it this way recently: "India is following a strategy 
which is what I call the ‘enclave strategy’. The strategy is that 
‘200 million of us will get educated and march into the First 
World, and 800 million of us will remain illiterate and stay in 
the Third World, and we'll all live in the same country. I dont 





' think it'll work. The 800 million will stop the 200 million 


sooner or later." 


This issue ofthe magazine and the BWFICCI-SEDF Corporate 
Social Responsibility Awards are a way of nudging Corporate 
India into doing the right thing so that the 800 million do not 
feel left out. These awards have been in existence for four years 
andIcan already sense the change. Let's hope it gathers speed. 


Elsewhere in this issue, don't miss our regular monthly section 
on personal finance. This week it focusses on home loans, 
debt funds and online trading. 


Pt. oai 


le 5 


TONY JOSEPH, EDITOR 
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consultant editor of 
The Telegraph 


Rather 
than 
unifying 
curren- 
cies, the 
prime 
minister 
should 
focus on 
doing 
away with 
import 
duties 
between 
Saarc 
countries 


ashok v. desa 


Not that way, 
Prime Minister! 






UR prime minister (PM) is fun- 
damentally well intentioned 
and never gives up trying. That, 
for instance, is why he went to 
Lahore and Agra, and will go to 
Islamabad, although by now, he must know 
General Musharraf well. And why he went to 
China, though, when he was last there in 1978, 
it had invaded our erstwhile friend Vietnam 
just as he was stepping into the plane to leave 
for Delhi. This irrepressible optimism, this 
dauntless perseverance — they are a refreshing 
change from the tireless and fundamentally fu- 
tile pursuit of national interest that has long 
characterised our foreign policy establishment. 
If the PM often goes on junkets abroad and 
signs lightweight agreements to co-operate 
against terrorism and exchange information 
on narcotics, it costs the nation a packet, but 
Mother India will forgive him the good times. 
But recently, he has got to signing substantial 
agreements with an economic content. He 
went east and signed two regional trade agree- 
ments (RTAs) — with Thailand and Association 
of SouthEast Asian Nations (Asean) — we 
thought Thailand was a part of Asean, but 
maybe he wanted to be specially nice to Thai- 
land. These are only two ofthe 10 RTAs that this 
government has signed or is in the process of 
signing. Trading agreements have become a 
cornerstone of this government's economic 
diplomacy. And then he offered airlines of the 
10 Asean countries free landing rights into In- 
dia without reciprocity. They are a small in- 
stance of his generosity which we don't grudge. 
After all, Air-India and Indian Airlines, the gov- 
ernments white elephants, are incapable of us- 
ing even the landing rights the government has 
negotiated for them; and the fact that they have 
reciprocity serves no purpose when they have 
no planes to fly. If they get the planes, they will 
not get passengers. The solution is to give un- 
used landing rights to private Indian airlines; 
that way, we will get both — more Indian planes 
flying and more passengers flying in them. 











But now the PM has got a new bee in his 
bonnet — a single currency for South Asian 
countries. This harebrained idea can' be his, it 
can only come from an economist. The sooner 
it is buried, the better. The government makes 
billions a year by issuing new currency. Unlike 
income tax, excise duty and similar odious im- 
positions, no one minds the government issu- 
ing currency. In fact, people want it: without it, 
prices would fall, interest rates would soar and 
economic growth would grind to a halt. Issue of 
currency within limits is the only universally 
desirable act the government can do — and it 
brings the government easy profits. 

If there is a common currency for South 
Asian countries, the PM will have to sit down 
every year with the seven South Asian Associa- 
tion for Regional Cooperation (Saarc) heads of 
state and negotiate how much currency should 
be issued and how it should be divided up be- 
tween the countries. Then they will quarrel 
about whose heads should go on the currency 
notes, which languages should figure and what 
should be their colours. Then they will argue 
about where the currency should be printed; 
after the Telgi affair, Musharraf and Wick- 
remesinghe will be justified in distrusting India 
as a money printer. That is not the way to go. 

Rather than unifying currencies, the PM 
should concentrate on abolishing import du- 
ties between Saarc countries. His bureaucrats 
will tell him that that is precisely what they are 
doing with their RTAs. But they are fooling him: 
RTAs reduce only some duties, that too, over 
many years; and if the bureaucrats do not like it, 
they can always go back on an RTA or slow it 
down. RTAs breed rules oforigin and complica- 
tions that bureaucrats love — and their victims 
hate. The PM had meant to have a free trade 
agreement with Sri Lanka and abolish all du- 
ties, but the commerce ministry sabotaged his 
wishes and made sure Sri Lankan tea would 
bear heavy duties. Let the PM aim at a vast 
Saarc-wide duty-free area and veto all RTAs; it is 
the best thing he can achieve. m 
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SAMSUNG DIGITa/ 


everyone's invited. 


“Samsuns in — 


FULLY LOADED, FULLY ADDICTIVE. 


It's hot. It's intelligent. 
It's fully loaded with all the features 
you'd want in a mobile phone. 

Yet, it won't burn a hole in your pocket. 
Presenting the new Samsung C100. 
Get hold of one today. 

You'll agree, it's addictive. 


Cheil-0003 




















The ever 
changin 
world o 
Saddam’s 
palaces 


Cookie trail 


HINGS seemed rather 

quiet at Britannia after the 

exit of Sunil Alagh. But a 
quick check by BW shows there is 
a lot of action. The internal 
grapevine says that a few weeks 
ago Satish Mane, general man- 
ager (Sales and Marketing), was 
sacked ostensibly on charges that 
he was snooping for Alagh and 
passing on sensitive information 
to him. Apparently, Alagh has 
joined ITC Foods as a consultant. 
It is said to be entering the bis- 
cuits market. Mane, say sources, 
is considered very close to Alagh 
and was under surveillance for six 
months now. It seems, a check 
on Manes phone records showed 
that he was in regular touch 
with Alagh. 


I 


MITU JAYASHANKAR 





Saddam Hussein's model Palace 
of Victory: Spread over acres, it 
had banquet halls, boudoirs and 
bathrooms with golden faucets. 
The Americans bombed it in 
January '99 

The underground rat hole The 
final eight foot deep ditch just 
had an exhaust fan. There was 
no attached bathroom, forget 
golden faucets. He had two 
AK-47s and $ 750,000 for 
company. The Americans 
captured him there 


Making more room 


Company Nu. " 
Daksh eServices 90,000 
[MEE o 

50,000 


Fidelity Investments 36,000 


Yale 41,000 


Keane Systems 58,000 


Worldzen 27,000 
6,000 REAL ESTATE 


MasterCard 6,900 4 a S t h e 
The above are recent leasing transactions in 


Delhi and its suburbs. 


Source: CB Richard Ellis; Cushman & Wakefield boo m sta rted ; 
a 





Evalueserve 
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OUT OF KOLKATA 


Bata reboots in 
Gurgaon 


OME January and Bata India, the 

Rs 700-crore footwear major, will 

relocate core operations to Gur- 

gaon from Kolkata. Bata India, a 
51% subsidiary of Toronto (Canada) based 
Bata Shoe Organisation, has been in India for 
well over 70 years. The company has taken 
36,000 sq ft of space spread over five floors in 
Gurgaon. The new building, will also house a 
3,000 sq ft Bata flagship store. The company 
is also opening a 3,500 sq ft store in Mumbai, 
to be inaugurated by Thomas Bata, chair- 
man, Bata worldwide when he arrives in In- 
dia next month. 

All merchandising activity will hence- 
forth be done out 
of Gurgaon. The 
activities being 
moved from 
Kolkata include 
commercial, re- 


nance and HR 


Subsequently, fi- : 
o 
functions of the š 





DINESH KRISHNAN 








group will also be moved from Kolkata to 
Gurgaon. 

Says Stephen Davies, managing director, 
Bata India: “The retail explosion is happen- 
ingin the north. We cant be sitting far from 
the action. We are moving to Gurgaon, but 
the registered headquarters will continue to 
be in Kolkata. This will help us in better mar- 
ket penetration and focus on stores configu- 
ration." 

The move to Gurgaon will help the com- 
pany consolidate its operations and also cut 
flab. It has 14,000 employees on its rolls. Its 
employee costs, at 25% of the sales is among 
the highest in the industry. Davies declines to 
comment on the contentious labour issue. 
He says that "it's a delicate sub- 
ject. The number would di- 

minish by a natural 
process of attrition." It 
remains to be seen 
whether this 
move helps di- 
lute the powerful 
Bata unions. 55 
SHELLEY SINGH 





AST week's Delhi Development Authority's (DDA) auc- 
tion clocked the highest one-day bids ever received for 
real estate in the country. Major estate developers and 
corporates bought six different sections of the Vasant Kunj 
Mall (47 acres) for a mind-boggling Rs 1,103 crore. DDA was 
expecting just Rs 600 crore. The highest bid that DDA has so 
far received for any plot was Rs 192 crore for the Saket Com- 
mercial Complex. The buyers included Maruti Udyog and 
ONGC Videsh. Will this increase the commercial property 
prices in Delhi and neigbouring Gurgaon? 

Realty experts see the auction as an isolated case and 
capital values are unlikely to move north. Says Anshuman 
Magazine, managing director (South Asia), CB Richard Ellis: 


“The DDA auction attracted money because of supply con- 
straints in Delhi. Overall prices will come down or stabilise." Adds Sanjay Verma, executive di- 
rector, Cushman & Wakefield: "Delhi has not been offered this quantum of land in a long time. 
Hence buyers keen to be in Delhi shelled out money. " Over 7096 of the demand for commercial 
real estate has been driven by the IT and IT-enabled service (call centers/BPO) companies. They 


will continue to drive demand in 2004. 


* 
SHELLEY SINGH 
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Capital 
fight over 


CAS 








HE cable industry 
Ten its CAS (con- 

ditional access 
sytem) roll-out in South 
Delhi in usual style. It first 
switched viewers off on 
December 14 and then 
told them that they have 
to buy a Rs 4,000 set-top- 
box (STB). No wonder 
then that confusion was 
the first reaction. That is 
unfortunate. Upmarket 
South Delhi is an ideal 
petri-dish for the CAS 
experiment. Cable pene- 
tration is almost 100% 
and two-TV homes are 
more common here than 
elsewhere in Delhi. There 
is another reason why 
New Delhi and the other 
markets in the North and 
West are crucial to the 
CAS experiment. That’s 
because pay channels 
have the dominant view- 
ership in these markets. 
To understand that, com- 
pare it with Chennai the 
only other city where CAS 
has been rolled-out so far. 
The viewership is domi- 
nated by a free-to-air net- 
work, Sun. That explains 
why only 10,000-odd 
STBs have been sold in a 
city with 1.1. million cable 
homes. The penetration 
of STBs in Delhi will be an 
indicator of what could 
happen in the rest of the 
country. That's assuming 
cable operators' have bet- 
ter sense of service than 
they have shown so far. E 

VANITA KOHLI-KHANDEKAR 








2nd Thoughts 


Parking for three hours in London costs 
£20! The battery-operated Reva is 
exempted from congestion, parking and 
road taxes. Having the European 
Certificate, Reva Electric Car Company 
(RECC) expects to sell 500 cars next year 
in Britain. Last year 100,000 cars smaller 
than the Reva were sold in Europe. Reva 
is a big draw in Malta, where its prime 
minister Eddie Fenech Adami was 
recently seen driving around in one. 


What was that again? 








“I don't have some of 
the gifts of a Tendulkar 
or a Lara, but I fight 
and do my best." 
RAHUL DRAVID 

after scoring a 

double century in 

India's second test 

match against Š 

Australiaatthe Š 

Adelaide Oval last Š 

week. India won. 


If India can win the series against 
Australia: A billion Indians would 
willingly trade Sachin's gift for 
Rahul's fighting skills 





AST years Forrester report 

made Americans sit up at the 

prospect of losing 3.3 million 

jobs to low-cost destinations 

by 2015. Last week, another Forrester 

report, Users Offshore Evolution and Its 

Governance, said that 60% of Fortune 
1000 companies are yet to offshore. 

He said 50-60% of the 1000 are 

bystanders, 25-3096 are experimenters, 


| and 5-10% commit- 
| ted. Less than 5% are 


benefitting from the 
offshoring. Forrester 
analysts termed off- 
shoring as a fad. 

The truth lies 
somewhere in be- 
tween. Dell recalled 
some IT help desk 
work after com- 
plaints on service 
quality. Last week, 
Lehman Brothers re- 





No full 
stops 
for BPO 


To outsource... 
4,730 
4,000 
2,000 


IBM 
HSBC 
Vertex 


Or not to... 
Dell 

Lehman 
Indiana State 


to India and Chi 
and Siemens pr 
poses to offsho 
10,000 jobs. 

IT Associatic 
of America pre: 
dent Harris Mill 
says offshore loc 
tions have just 3-4 
of US firms’ ov 
sourcing busine 
despite it being 
win-win pr 


called similar work it had offshored to | position. McKinsey and Company sa 


Wipro. The Indiana state government's | 
cancellation ofa $15-million IT contract | 
to Tata Consultancy Services was osten- | 
sibly because "it was not fair to use tax- | 
| payers’ money to pay foreign workers”. | 
In other US states, too, politicians want | 


to ban awarding contracts to firms em- 


ploying foreigners. At the same time, 
IBM is planning to move 4,730 jobs | 





Then 


A dream that came true 
for the Wright brothers. 
It opened new doors for 
i the travel industry 





that for every dollar of offshoring, tl 
US gets $1.12-1.14, while the vendor n 
tion benefits from new jobs. 

Miller sees offshoring growing, b: 
warns: "With US elections in 2004, the 
could be a backlash." A few firms mig 
bow to pressure to recall work, but tl 
back office will continue to buzz. 

SHELLEY SINC 
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100 YEARS or THE WRIGHT BROTHERS’ FIRST FLIGHT 


Now 


The Airbus A380 
will be the 
biggest aircraft of 
all time. Seating 
555 people on 
two levels, it will 
offer a new world 
of comfort to 
travellers 
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A ThinkLight keyboard light allows you to use the | 
keyboard in low-light conditions like in aircraft interiors. : 


_clam-shaped internal design == 
«Jor extra safety 


Dual antennae give you crystal clear wieless 
reception lo keep you wired anytime, anywhere. 
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IBM Embedded Security Subsystem encrypts _ Thermal conduction cooling uses 
dala al the hardware level as well, keeping it safe fram advanced heat pipe technology to evenly 
intruders and making it useless to trespassers. _ dissipate heat and avoid any ‘hot spots’ 


ional for Business. 
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Windows 


I Ultra-strong Titanium composite covers Ultrabay allows you to swap between 
. use the same material used in aircraft carriers to ` a CD drive or a disc drive depending on 
_ protect the ThinkPad from nasty knocks. whal you want. 
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icrosoft” 


L4 


Rapid Restore PC is free downloadable 
One-touch Volume Control bution and software that restores any lost data at the 


Po | I touch of a button. 


IBM recommends M 
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T is widely assumed by policy 

makers and economists that edu- 
cation leads to development. But is 
it the other way around? 

This contrarian thought has 
been put forward by William Lewis, 
director emeritus of the McKinsey 
Global Institute in his editorial in the 
latest issue of the McKinsey Quar- 
terly. He quotes various studies by 
the firm which show that there is a 
weak link between education and 
productivity (the cornerstone of eco- 
nomic growth). 

A little over 10 years ago, when 
Japan was crushing the US in mar- 
ket after market, the view was that 
the US work force was poorly edu- 
cated compared to its Japanese 
counterpart. McKinsey's studies 
showed that US factories of Honda, 
Nissan and Toyota achieved 95% of 
productivity of similar Japanese 
auto plants. The reason: the training 
US workers received on the job. 

More starkly, illiterate Mexican 
construction workers in Houston 
"consistently met best-practice 
labour standards despite the com- 
plexity of the building industry's 


^ work." There are similar examples 


across countries and industries. So, 
poor education does not come in 
the way of high productivity. 

Lewis does recognise the impor- 
tance of education in promoting so- 
cial, political and intellectual devel- 
opment in countries. His 
observations are limited to eco- 
nomic growth and productivity. 

There is a positive message 
here. Raising education standards 
of a country can take a generation. 
Should economic growth be put on 
hold till then? Lewis’ argument sug- 
gests that there is no need. Produc- 
tivity can be boosted before educa- 
tion levels are improved on. 


P i 


HE annual bank economist 
conference can often be quite 


elec IDEAS 





by Niranjan Rajadhyaksha 


boring. But, there is always the 
occasional paper that sparkles. 
This year, a paper by Abhijit 
Banerjee of MIT attracted a lot 
of attention. 

He asked the question that 
worries many observers of the 
Indian banking scene. Why do 
banks shy away from lending, 
especially to smaller companies? 
(Contrary to popular belief, the 
output of the small-scale sector 
has been growing smartly in recent 
years.) Banerjee gives three 
reasons. First, outdated lending 
practices that focus on parameters 
other than profitability. Two, fear 
amongst bank officers that they will 
be hounded by investigators if their 
loans go bad. Three, the high fiscal 
deficit that allows banks to take the 
lazy option of lending to the 
government instead of companies. 

Banerjee’s main research is in a 
paper he wrote with two colleagues, 
Shawn Cole and Esther Duflo, in 
April 2003. Here they identify the 
main problem. Banks are 
consolidating for reasons of liquidity 
and stability. But research in the US 
shows that having larger banks 
often means less access to credit 
for small companies. 

Banerjee and the others say 
that privatisation of banks — and 
especially sales to multinationals — 
will not solve the problem of 
underlending. They suggest an 
alternative. The govemment could 
"encourage established reputable 
firms in the corporate sector as well 
as multinationals to set up small 
specialised companies whose only 
job is to lend to smaller firms in a 
particular sector (and possibly in a 
particular location)." Better, 
stronger finance companies, in 
other words. 

It is unfortunate that the regula- 
tors are so keen to convert finance 
companies into banks. They seem 
to have got it all wrong. a 
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PENSION REFORMS 
Backseat driving 


OU must have heard a lot of talk 
Y from the government about the 
coming pension reforms, but 
never seen any action. But things are 
picking up steam now with the finance 
ministry appointing an agency to help 
put the new pension system in place. 
Invest India Economic Foundation, 
(HEF) the convenor of Project OASIS, on 
the basis of which pension reforms in 
India are moving ahead, has been ap- 
pointed as a consultant to the Depart- 
ment of Economic Affairs (DEA)for the 
next 12 months. Under this contract, it 
will assist the government in opera- 
tionalising the new pension system for 
civil servants and informal sector work- 
ers through a series of activities and 
studies relating to pension system re- 
form and implementation. The first 
thing they will be putting together is a 
Process Engineering Manual, which will 
help the newly constituted Pension 
Fund Regulatory and Development Au- 
thority (PFRDA) to frame operational 
guidelines for the new pension system. 
Gautam Bhardwaj, director, IIEE is 
directly responsible for the DEA assign- 
ment. Right now, he's fixing the nuts and 
bolts at IIEF's new office in Delhi's Vas- 
ant Vihar along with the new pension 
system. IIEE which has been working 
on capacity building in financial mar- 
kets so far, will now focus its work on two 
of the most important and uphill tasks 
in Indian financial sector reforms - im- 
plementing pension reforms and im- 
proving financial literacy. Clearly, pen- 
sion tension doesnt faze them. 4 
VIKAS DHOOT 
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"Where there's a will there's a way' 
For over 30 years that's the belief 
that's driven our work with some of 
the poorest and most marginalised 
communities in India, like the Dalits, 


Manual Scavengers, Sex workers, 
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Street Children, Urban homeless, 
HIV Positive people, Riot survivors 


and the Disabled. 


[n our own small and not so small 


ways we've helped bring about many 





'small' but significant changes in the 
lives of such people. We've not only 
helped them meet their day-to-day 
survival needs, but also helped them 
fight for their rights to social justice 


and equality. 















































E And now to make these little changes 

much bigger, we have started a unique 
Eo movement for social change called 
|. 'Karm Mitra’ that aims to build a 
countrywide network of socially 
responsible individuals to create a 
more equitable and just society 


around us. 


Already, hundreds of individuals, 
corporate bodies and celebrities from 
across the country have joined hands 
with us to take this movement 


forward. 


However, what we really need is ‘Yov’, 
because we believe that it's only 
through solidarity between each and 
every socially conscientious individual 
that.a genuine movement for social 
change can be brought about. 
Wherein, we can go beyond ‘just 
giving’ money to integrally involving 
ourselves with issues that are 
fundamental in ensuring the rights 
of the poor and marginalised to social 


justice and equality. 


Through ‘Karm Mitra’ even ‘You’ 
can make a ‘change’ and bring about 


positive transformation in the lives 










Life insurance 


OM Kotak Mahindra 


of the marginalised and impoverished. 
All you need to do is to donate only 
a nominal part of your annual salary, 
say an amount as low as Rs. 1, 000 
or Rs. 2.73 a day-mere pocket change 
for most of us. But, enough for the 
millions of marginalised and 
impoverished to get access to basic 
survival needs like shelter, food, 
clothes, psycho-legal counselling, 
medical treatment and above all the 


right to dignified living. 


What's really unique about 
‘Karm Mitra’ is that it rewards both 
the donor and the recipient at the 
same time. So while, your donation 
helps the marginalised communities, 
you as a donor will get returns worth 
three times more than your 
original donation amount, in the 
form of fabulous free gifts like 
Tax Exemptions, Free Invites to 
Music Concerts, Movie Premieres 
and Supper Theatre, Free Holiday 
Packages, Free Life Insurance, Free 
F&B Coupons, Free Music 
and CDs, 


subscription of ‘Civil Society’-the 


Cassettes Free 


official ‘Karm Mitra’ newsletter, 
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Free Credit Card, Free Reliance 
Mobile Phone, Exclusive disco 
from some of the most well known 


brands and much more. 


What's more as a ‘Karm Mitra’ 2 
member you can even become part of 
' Multi Level Giving wherein you can 
network and get your friends, 
colleagues, neighbours and associates 
to become Karm Mitra’ members and 


| thus earn more handsome incentives. 


' So come be a part of ‘Karm Mitra’ 
| and help bring about the ‘change’ 


that you never thought possible. 


To find out more about the 
'Karm Mitra’ donor loyalty programme. 
' Email us at swati@actionaidindia.org 
. or write to Jeroninio Almeida (Jerry) at 
ActionAid India Society C-88 South 
Extn. Part-I], New Delhi-110 049 or 


call at 91-11-516 40571-76. 


ActionAid India Karm Mitra‘ membership card 
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ILL Disney tie up with Star In- 

dia? Or will it ally with sibling 
joint venture company ESPN-Star 
Sports? Reports indicate it could be 
the latter. Ever since it broke up with 
the Modis earlier this year, rumours 
on Disney coming to India on its own 
have been doing the rounds. Now 
reports suggest it is in talks with var- 
ious broadcasters to sign a distribu- 
tion and ad sales alliance. For a cat- 
egory bursting with action — anima- 
tion and children’s programming — 
there couldn’t be better news. 


HE Times of India (TOI) has been 

making news of late. There’s the 
controversy over whether or not it is 
ahead of the Hindustan Times in 
Delhi in the National Readership 
Survey 2003. Then media circles 
were abuzz with rumours about 
President Pradeep Guha’s resigna- 
tion. TOI’s decision to penalise sub- 
editors and editors for mistakes as 
well as launch an afternoon paper 
also has been talked about. BW 
tried unsuccessfuly to get some- 
body senior at TO/ to comment on 
these issues. However, a 
senior manager insists 
that Guha is not on his way 
out. That was borne out by 
a long memo Guha report- 
edly sent to TOI staffers on 
the NRS controversy. But 
why NRS is not releasing 
its 2003 figures, which re- 
portedly confirm TOI's | 
lead, remains a mystery. r 








ONNIE Screwvala's UTV is the 

biggest film production firm in 
India today. It has invested almost 
Rs 110 crore on the five films it has 
on the floor among others. Besides 
films like LOC that it is distributing, 
UTV has a finger in mega-projects 
like Farhan Akhtar's Rs 35-crore co- 
production Lakshya and Ashutosh 
Gowariker's equally big Swades. 
While Lakshya is 95% complete, 
Swades gets underway next month. 
Besides, there is the three-movie 
deal UTV has signed with Star 
recently. Star will finance the 
Omovies in return for their satellite 
telecast rights. 


HERE is a strong possibility that 

Tarun Katial, the former head of 
programming at Star India, will join 
Sony. According to reports he is cur- 
rently in Los Angeles meeting the 
big bosses at Columbia Tristar, 
Sony's parent. In response to a mail 
from BW, a Sony spokesperson de- 
nied it saying: "This is a mere ru- 
mour at this point in time." 


IKHIL Advani's Kal Ho Naa Ho is 

a certified hit. According to 
trade website Ibosnetwork.com, in 
two weeks the Rs 3-crore film has 
grossed Rs 10 crore in India. Add 
about Rs 8 crore from the US and UK 
markets and it's sure to be one of 
the biggest grossers of this year. The 
only other movies that come close to 
it are Ravi Chopra's Baghban and 
Aziz Mirza's Chalte Chalte. ü 

VANITA KOHLI-KHANDEKAR 
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WOCKHARDT 


Battle for EMRs 


VEN as the debate on whether or 

not multinational firm Novartis 

deserves an exclusive marketing 
right (EMR) for cancer drug imatinib 
rages, the Patent Office has sprung an- 
other surprise. It has approved Indian 
drugmaker Wockhardt's EMR plea for 
anti-bacterial nadifloxacin. This is 
based on a pending application that 
Wockhardt filed claiming a novel com- 
position of the drug, and a process 
patent that it has. MNCs need a product 
patent to be granted in at least one of a 
list of countries for an EMR in India. For 
Indian firms,the rule is waived if it has 
an Indian process patent, and a product 
patent claim pending with the Patent 
Office. But nadifloxacin is not a new 





drug. Nor was it first sought to be 
patented after 1995, a pre-requisite for 
an EMR. It was discovered by Japan's Ot- 
suka, and launched there in 1993. Ex- 
perts say Ranbaxy Laboratories EMR 
plea on its version of 'once-daily' 
ciprofloxacin had been rejected since it 
was not a totally new drug. 

So, what is different about Wock- 
hardt's product? It says while Otsuka 
markets the drug as an acne treatment, 
this composition makes nadifloxacin 
effective in many bacterial infections, 
especially when the bacteria are resis- 
tant to antibiotics. Controller General of 
Patents S.N. Maity could not be reached 
for comment. Wockhardt's nadifloxacin 
has no copies in the market. So its EMR 
may not be immediately challenged. 
"Wehave followed the law while making 
our application," says Habil Khoraki- 
wala, CMD, Wockhardt. * 

GAURI KAMATH 
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The widest range of ES PEE UN A LEN 
safes that are listed with — .— ee P EM Unmatched! ` TES 
BIS today!! ac 5 cM — That's Defender Plus! The widest range of 


BIS-listed burglar- and fire-resistant safes 
from Godrej. 
A range that spreads across 5 category types 


(Class C to Class AA), and available in 7 sizes. 


net 


The premier choice of bankers and jewellers 


acrossthe globe. 


Some of its unparalleled features: 

e ^ double body construction with a 5 mm 
thick outer plate and a proprietary Double 
Duty Barrier - material unique to Godrej. 

e All steel parts go through a state-of-the-art 


computerised surface treatment plant 








corrosion resistance process unique to 
Godrej 
He came... 
e Surpasses the BIS standards on fire 


resistance. Unlike others, offers upto 60 
minutes of fire resistance against 30 minutes 
stipulated by the standards. 

e The only category of safes to have an 83mm 
composite barrier in door - surpasses the 


stipulated BIS regulation 





e These safes are also tested and listed at UL, 


USA (TL-30). 





An ISO 9001:2000 & 1400! Business « Securing peace of mind at home and work 


With over 100 years of nation-wide leadership in Physical Security Equipment, 
you can completely rely on the latest range of Godrej Defender Plus safes and strong room doors. 


Service across 24 branches and an extensive dealer network. 


Godrej and Boyce Mfg. Co. Ltd., Plant 17, Security Equipment Division, Pirojshanagar, Vikhroli, Mumbai 400 079. Tel: 022-55964753 
Fax: 022-5596 | 509. Email: semktg(Ogodrej.com 

Ahmedabad 5601951-54; Bangalore 2216487/6382/6465/6538/6297; Bhopal 2761130/31/32; Bhubaneshwar 2506021/20/23/24 
Chandigarh 7\2000/704567/709683/896699; Chennai 26245693/26358135/26257331/2625729; Cochin 2354793/2366284/2364| 2% 
2382438: Coimbatore 2319757/5571/9725; New Delhi/Faridabad/Ghaziabad 55507070/7575/7140/7141/7142 Guwahati 2540339/2510762 
Hyderabad 23073933/5848/5833; Ranchi 2510558/738; Jabalpur 5036055/2314321/4543/3499; Jaipur 2545687/5601/5602; 
Kolkata 23570895-99/23576108/23576820: Lucknow 2221671/228963/227712; Mumbai (Fort) 56365741/09, (Vikhroli) 55264166 
4167: Patna 2212116/2212117/2237434/5; Pune 6136374/61/67/68; Trivandrum 2460455/246 1649; Visakhapatnam 274651 1/12/13 


CALL TOLL FREE 1600 22 5511 (Mumbai, Delhi and Pune) 


In view of the Godrej policy of continuous development and improvement, the dimensions and specifications may be changed without prior 


Colours of the products shown may not match the actual product due to printing limitations, 


AUTO ANCILLARY FUNDS 


Driving interest 


In Fifth Gear 





| —— Stock Prices (Rs.) 


| Sundram Fasteners 
Bharat Forge 
Sundaram Clayton 
Ucal Fuel 

Exide Industries 





HE boom in the auto ancillary 
sector has come six years too 
late for IL&FS Investment 
Managers, the private equity 
arm of Infrastructure Leasing & Finan- 
cial Services (IL&FS). Its Rs 65-crore In- 
dia Auto Ancillary Fund set up in 1998 is 
currently in exit mode. Of the eight in- 
vestments it made, only two are in the 








auto ancillary sector. 
Now Muneesh Chawla, 
managing director, IIML 
is looking at the sector 





1.001.80 anew, though he is keep- 
S ingarein on specific cap- 
17.05 : à 
ital allocations. 
927.80 Venture capital funds 
343.40 EB with a single sector focus 
= are still pretty rare, but 
141.50 à 
€ 3 the recent growth in the 
Closing Price, BSE : 
z auto ancillary sector 


may change this. Several 
domestic and overseas investors plan to 
launch funds for this sector. Others, like 
IIML, are looking at expansion and 
management buyouts. The targets: Sun- 
dram Fasteners, Ucal Fuel, Munjal 
Showa, Tata AutoComp Systems (Taco), 
Lakshmi Auto Components and Bharat 
Forge. "The success of the outsourcing 
story in auto ancillaries has revived in- 





terest in the sector," says Chawla. But, 
IL&FS is not launching a new fund. 
"We're looking at mid-sized players in 
the sector, but investments will be 
made out of the Leverage India Fund, 
which has a multisector focus." 

Taco, which is held 10096 by Tata In- 
dustries and Tata Motors, is also said to 
be looking at this sector. Although a 
Taco spokesperson denied plans of 
raising a fund, sources say it may team 
up with a large private equity firm to 
launch a fund. Taco's interest in ex- 
panding its presence is evident by the 
equity investments it has been making 
in related firms, mostly overseas. 

Funds like Warburg Pincus, New- 
bridge Capital and Citigroup are look- 
ing to buy into the sector, while HSBC's 
private equity arm is said to be contem- 
plating a specific fund for the purpose. 
"some of these companies are looking 
to become regional, if not global play- 
ers. They will require growth capital, 
which private equity can provide," says 
Siddharth Shah, head (private equity 
practice), Nishith Desai Associates. Ni 

SNIGDHA SENGUPTA 





UMARAMANGALAM Birla- 
owned Applause Entertain- 
ment has been announcing 
projects at a furious pace for 
the last six months. Films like Dev, 
Black, Tapana, a special effects project 
for Lord ofthe Rings — The Return of the 
King, among others. Is there a clear 
game plan or is it simply trying to get 
any business it can in the rough and 
tumble world of Indian entertainment? 
According to Applause CEO Anshu- 
maan Swami: "The Birlas got into en- 
tertainment because it is one of the 
fastest-growing businesses in the 
world." While Swami refuses to discuss 
equity base, investments or revenue 
targets, he shares some plans. 
Applause'Às primary focus will be 
television software, a business that he 
reckons is “safer”. Among its five shows 
on air is Ab Aayega Mazaa (Sony). 
Swami estimates that the biggest con- 
tribution to the bottomline will come 
from TV. The other area it will focus on 
is 2D animation and special effects. The 
first break came with Lord of the Rings 
— Part III, earlier this year. The idea is to 
use this to get a bigger slice of the esti- 








APPLAUSE ENTERTAINMENT 


A Birla in Bollywood 





mated $45-billion global animation and 
special effects pie. The third, albeit not 
very aggressive focus area, will be films. 
Again Swami says that Applause will not 
just fund films but be "proactive pro- 
ducers”. Its biggest project by far is San- 
jay Leela Bhansali's estimated Rs 15- 
crore Black, due for release in 
September 2004. 


So what does its business plan look | 
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Anshumaan Swami: The 
growth is in entertainment 


like? A mixed bag really. 
The TV software market is 
terribly overcrowded. It is 
only companies like Balaji 
or UTV that can churn out 
25-30 hours of software a 
week that enjoy 40-5096 
gross margins. Applause' 
success hinges on its abil- 
ity to scale up from the 
current 9.5 hours a week 
to its targeted 28-30 by December 2004. 
That is a tough target. To do that it needs 
to have a few hit shows quickly, an un- 
predictable variable. On animation and 
special effects, India did about $550 mil- 
lion at last count. Most of this, however 
is low-end work. It is in films that Ap- 
plause will probably find that being a 
blue-chip Indian companyhelps. W 
VANITA KOHLI-KHANDEKAR 


HEMANT MISHRA 


Historically, the French have 
always helieved in revolutions. 


This one happened in 1920. 


Merlin Gerin forged an international 
reputation in 1920 with its core competencies in 
the main areas of electrical distribution. Since 
then its range of innovative end-to-end solutions 
in low and medium voltage applications have 


continuously improved safety and comfort for 


all consumers. Being a generation ahead, these 
products are now a benchmark for the industry 
Today Schneider Electric, the world leader in 
electrical distribution and industrial automation 
continues to innovate with the Merlin Gerin range 


of high technology products 


a brand of 


Schneider 
Electric 


c Merlin Gerin 


The products featured here are Compact and Masterpact 
Schneider Electric India Pvt. Ltd. 
Corporate Office: A-29, Mohan Co-operative Industrial Estate, Mathura Road, New Dethi-110044. Phone: 011-51590000 
For more information, visit us at www.schneider-electric.co.in 
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US MEDICARE BILL 


Faster entry 
for generics 


HE US passed the Medicare 

Bill on 8 December. Now, the 
US government will offer 40 mil- 
lion Medicare recipients federal 
help in paying for prescription 
drugs. The other gainers are In- 
dian generic pharma companies. 
This means faster entry for gener- 
ics into the US through the current 
Medicare Bill, better known as the 
Medicare Prescription Drug and 
Modernization Act of 2003. Under 
this, a drug-patent holder who 
sues for patent infringement 
would be able to delay the ap- 
proval of a generic once, for 30 
months. Now, they can get multi- 
ple 30-month stays to delay ap- 
proval of generics. It also has a 
provision that would allow generic 
companies to force the issue in 
court if the brand company does 
not sue for patent infringement 
within 45 days. So generics can 
reach the market faster. It will en- 
able multiple generic companies 
to qualify for 180-days exclusive 
time on the market if all filed their 
applications on the same day. 

Says Indian Pharmaceutical 
Alliance, secretary general, D.G. 
Shah: “The Indian generic compa- 
nies will benefit tremendously.” IN 

GINA S. KRISHNAN 





INTERVIEW/WILLIAM HADDAD 


Bill's drug war 


WILLIAM Haddad initiated the Hatch- 
Waxman Act in 1984, which opened the 
floodgates to cheaper, off-patent drugs in 
the US. Dubbed the ‘father of generics’ 
Haddad has passionately sided with 
Ciplas attempt to make cheap copies of 
patented AIDS drugs for poor nations. He 
speaks equally passionately against 
multinationals who charge high prices 
for their patented drugs. In Mumbai re- 
cently to address the annual meeting of 
the Indian Drug Manufacturers’ Associa- 
tion, Haddad who is also CEO of US 
generics manufacturer, Biogenerics Inc, 
spoke to BW’s Gauri Kamath. Excerpts: 


m What is the next big thing that will 
shake up the US pharma market? 
Generic biotech. We can't get regulatory 
approval for generics because the US 
FDA hasn't created a pathway for ap- 


proval. We need a legislative measure for | 


that. The Hatch-Waxman Act, partly 
due to my failure, never thought of 


biotech. If we had put in a clause, that | 


would've covered it. 


m What will you do first to influence 
i piii 


We (Generic Biotechnology Association 


ofabout 10 generics manufacturers) will | 
list steps to reach our goal and make de- | 
cisions. Whether we are going to fight | 


first in Europe, or the US depends on 
where politicians are the weakest. | 
think we'll push for the US since we have 


strong support there. Don't expect ma- | 
jor change for another 18 months. Eu- | 


rope is accepting biogenerics applica- 
tions but there's no approval process. 


They are sitting on it. They were ahead | 
| approval. So, we are back to square one. 


ofthe US but have now slowed down. 


F Your company is looking at India’s 
capabilities for making biogenerics? 











biotech. I talked to Wockhardt officials 
in New York during an investor's meet. I 
want to see what their plants look like, 


| but I haven't done that yet. On paper it 


has all the five products I am looking for. 


m What happened to the initiative with 
Cipla to make AIDS drugs cheaper? 


| We were very successful through every 
kind of intimidation. The UN had set up 


a programme called Accelerated Access 
to Medicines with MNCs, which gave 
them a monopoly in many countries at 
10 times the price that generic compa- 
nies were offering. We destroyed that. 
Indian companies won when nine An- 
dean nations and Mexico had open bid- 
ding. At the WTO meet in Geneva, the 
US told the poor nations that you can 
name your epidemics and treat them. In 
exchange you let us set up a pathway of 


| m Are drug prices high in the US as no 


| one else wants to pay for research? 


I'd like to do raw materials in India, be- | 
cause of price and talent. We will invest, | 


but with a partner. 


m Will that be Cipla or Wockhardt? 

I am not sure. Several companies have 
talked to us. I would say I like Cipla but 
am not sure whether they want to do 
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That's the argument used by MNCs to 
advance their agenda. They need an al- 


| ibi for high prices in the US. They tell 
, everybody to change their social deliv- 


ery system to accommodate the US. 
Any nation that does that is foolish. 
They have the opportunity to delay us 
through legal techniques. n 


SANJIT KUNDU 


An Expert 
acquisition 


OUR years after it raised money through its ADR issue, Infosys Technolo- 

gies finally announced an acquisition. During this period, the company 

claims to have looked at 135 possible candidates. It finally settled on an un- 

known, unlisted, small Australian company — Expert Information Ser- 
vices, a 10-year-old IT services company with an annual turnover of just $34.6 mil- 
lion (net profit: $5.2 million). 

Infosys will pay $22.9 million for the acquisition. For a company that is on its 
way to become a $1-billion enterprise, this is indeed small change. But it is still an 
important milestone for the company, so much so that chief mentor N.R. Narayana 
Murthy broke a self-impo- 
sed silence to announce the 
news to the Bangalore press. 
(Since March 2002, Murthy 
has stopped attending press 
meets. The last time he ap- 
peared was a few months 
ago, when the firm annou- 
nced its out-of-court settle- 
ment in the Phaneesh Mur- 
thy sexual harassment case.) 

The acquisition is signifi- 
cant. Through it, Infosys 
will silence critics who say 
it has not made any acqui- 
sitions because it is risk- 
averse and conservative. But that's not all. With the 330 employees that it gets post 
acquisition, Infosys has virtually doubled its number oflocal (non-Indian) employ- 
ees. That makes a nice case for cultural diversity. Moreover, Infosys claims that the 
acquisition will strengthen its operations in Australia, a fast-emerging market. 

Last year, Infosys earned just $10.3 million from Australia, where it employs 
only 73 people. But it works with a significantly large customer: telecom giant Tel- 
stra. With strengths in the telecom space, Expert (6696 of its revenue comes from 
telecom) can add significant value there. How well Infosys handles the integration 
ofthese employees will decide the future course of its acquisition strategy. 

MITU JAYASHANKAR 
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: "Making an acquisition is like falling in love; 
you can't say when or how it will happen" 
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Mind 
matters 


HE National Brain 

Research Cen- 
tre (NBRC) has a 
permanent home. 
President A.PJ. 
Abdul Kalam 
dedicated the 
world-class facility 
at Manesar to the nation 
on 16 December. A sign, 
perhaps, that India is ready to join 
the global network of research on 
one of the world’s biggest myster- 
ies, the human brain. 

Established in 1999 by the 
Department of Biotechnology, the 
NBRC “is the apex centre in India 
working on stem cell research in 
neuroscience. | hope the first pa- 
per (on the brain) should come 
out of NBRC,” says Vijayalakshmi 
Ravindranath, director, NBRC. 

Besides having its own scien- 
tists, this deemed university also 
networks with 40 institutes that 
work in neurosciences. It shares 
information through an electronic 
network and has identified ‘collab- 
orating’ centres and established 
satellite centres. 

The network is not limited to 
India. NBRC collaborates with the 
National Institute of Mental 
Health, US, and the RIKEN Brain 
Science Institute, Japan. 

GINA S. KRISHNAN 
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Our growth is no illusion. 


THE TATA GROUP 


A positive attitude 


Six of its leading companies have turned EVA positive 


ATAN Tata is cheerful this 
year. The turnaround sto- 
ries of Tata Motors and Tata 
Steel are known. But there 
is more strength in the 
groups muscle. A Tata official confirms 
that the return on capital employed 
(ROCE) of six of the Top 12 companies in 
the group now exceeds their weighted 
average cost of capital (WACC). In other 
words, these companies clock in posi- 
tive on the EVA (economic value added) 
metric, the bellwether indicator of 





whether companies are creating value 
for shareholders. EVA is defined as the 
return on invested capital (ROIC) minus 


an appropriate charge for the cost of | 


capital invested in a company. 

The six companies are VSNL, Tata 
Steel, Tata Chemicals, Tata Consultancy 
Services, Voltas and Tata Motors. How- 
ever, Tata Steel is the only company that 
has released the EVA figure, Rs 238 crore, 
for 2003. Tata Chemicals comes with a 
caveat — it was EVA-positive on an op- 
erational basis. The companies that did 
not make the mark this year are Indian 
Hotels, Tata Tea, Rallis, Tata Power, Titan 
Industries and Tata Infotech. 





The top 12 companies of the Tata 
group contribute over 80% of the its 
turnover and profits. In fiscal 2001, only 
three firms made the mark—VSNL, TCS 
and Tata Infotech. However, this year, 


Tata Infotech did not make the cut. 


What makes the achievement com- 
mendable is the number of manufac- 
turing companies on the list. It is much 
easier for a TCS or a VSNL to meet this 
benchmark. VSNL is, in fact, a zero-debt 
company, which helps. But manufac- 
turing companies have a tough time 


Ratan Tata: Six reasons to smile 


covering the cost of capital in times of 
recession, let alone exceeding it. For in- 
stance, the manufacturing businesses 
of Mahindra & Mahindra are not meet- 
ing this standard. 

For the Tata companies, a part of this 
turnaround is due to industry upturns. 
But alot is because of cost control mea- 
sures and focus on shareholder value. 
The profit-making Tata Chemicals got a 
new managing director, Prasad Menon, 
two years ago, who drove operational ef- 
ficiencies. Its profit from operations 
jumped 2296 to Rs 414.55 crore over the 


last two years. Tata Motorshasbeenona | 


DINESH KRISHNAN 





cost-cutting drive in the last three years, | 
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shaving off Rs 1,000 crore. Volumes 
jumped 30% to touch 107,438 units as 
the industry picked up. And Tata Steel 
became the cheapest producer of steel 
in the world. Helped by a surge in global 
steel prices, it declared a record profit of 
Rs 1,012 crore in 2002-03. 

Will this performance be repeated 
next year? Anurag Dwivedi, vice-presi- 
dent, Stern Stewart (global EVA consul- 
tants), which was hired by the Tata com- 
panies, says: “What is more important 
now is sustaining the performance in 
volatile conditions and in cyclical in- 
dustries.” So, Tata Steel needs to gener- 
ate these returns even if steel prices dip. 

Four years ago, the Tatas put in place 
a corporate centre to monitor and drive 
performance. Diversified groups like 
General Electric and Mitsubishi were 
studied. The Group Corporate Council 
(formerly the Group Executive Office) 
was set up. It then created Business Re- 
view Committees (BRCs), staffed with 
members of the corporate centre, to as- 
sist with strategy. The centres message 
was Clear: be leaders and create value. 

The group classified its portfolio into 
four categories: pillars, start-ups, stars 
and value destroyers. A Tata Strategic 
Management Group paper defines 
them as follows. Pillars must out-per- 
form industry norms and generate sur- 
plus resources, start-ups must demon- 
strate a viable business model and 
would need funding to grow. Stars 
should pursue aggressive growth and 
attain resource self-sufficiency. And 
value destroyers need to be restructured 
or divested. 

Many looked at this template with 
scepticism, wondering if the corporate 
centre staffed by group outsiders, like 
R. Gopalakrishnan, could drive change 
in a diverse confederation of compa- 
nies. But it seems to be settling down — 
barring the groups 17-circle play in tele- 
com. That is, by far, the Tata group's 
biggest gamble. E 

RADHIKA DHAWAN 





THE Carlyle group is active in the pri- 


vate equity market once again. Its sec- 


ond pan-Asian fund, the $170-mil- | 


lion Carlyle Asia Venture Partners 
(CAVP) II, has done two deals this year, 
Worldzen Holdings and QuEST. Tony 


Jansz, managing director, Carlyle Asia | 


Investment Advisors, talks to Snigdha 
Sengupta about the groups strategy. 


m How is the current strategy diffe- 
rent from the one two years ago? 


Those companies... had a very do- 
mestic context. Now... we can intro- 


duce managements to the borderless | 


approach that forms the core of our 
strategy. For instance, we have in- 


vested in an organic light-emitting | 


diode technology developer in Korea, 
Ness Display, that mass-produces in 


Singapore, assembles in China and | 
| out ofour overall Asia corpus. 


Taiwan, and sells to the US. 


Back to 
funding 


in India 


m When will that happen here? 

It's already started. QUEST does high- 
end computer-aided design and en- 
gineering work for aeronautical, au- 
tomotive, power generation and ene- 
rgy companies. Carlyle has invest- 
ments worldwide in all these sectors. 
This company is currently conduct- 
ing due diligence on potential part- 
ners for manufacturing in China. So it 
would do design in India, back-end 
manufacturing in China, and deliv- 
ery in Europe and the US. All our fu- 
ture investments here would follow 
the same model. We will make two 
more investments in India before the 
close of this fiscal. In each, we would 
make an initial investment of be- 
tween $3 million and $10 million. 





m How is the Asia-Pacific market split? 
We're very focussed on... China, Tai- 
wan, India and Japan. We have iden- 
tified North Asia for next generation 
wireless devices. In South Asia, chie- 
fly India, it would be outsourced ser- 
vices. China and India are our most 
important markets and have an allo- 
cation of 30% and 35%, respectively, 








KETAN PAREKH 


Exiled! 

"T" HE Securities and Exchange 

Ë Board of India (Sebi) has an- 
nounced its verdict — after two 
long years. Ketan Parekh, known 
for his ‘KP stocks’, his brother Kar- 
tik Parekh and associate firms 
have been barred from accessing 
the capital market for 14 years. 
Parekh is charged with manipula- 
tive trading and artificial price rig- 
ging that led to the arrest of the 
then Bombay Stock Exchange 
president, Anand Rathi. It was the 
biggest scam to rock the markets 
since the Harshad Mehta scam. 

Here's a sample of what the 
Sebi order says: "The price rise in 
the scrip of Lupin was neither in 
consonance with the movement 
of market indices such as the BSE 
Sensex and NSE-Nifty nor was it in 
tandem with the price movements 
of other scrips in the pharmaceuti- 
cal industry like Ranbaxy, Glaxo, 
Novartis and Cipla. It was ob- 
served... that the price of the scrip 
of Lupin had moved from Rs 175 
to Rs 609 during September-De- 
cember 1999." 

At this time, the 
ban appears to be 
symbolic. Sebi has 
to been seen as vig- 
ilant in this bull run. 
One only hopes an- 
other KP isn't wait- 
ing to happen. 

RACHNA MONGA 
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Play the game 


Our growth is no illusion. 








The author is managing 
partner of New Delhi Law 
Offices (South) and can be 
contacted at 
ranjeevdubey@yahoo.co.in 


The 
choice of 
the Com- 
petition 
panel 
chairman 
rests on 
what we 
think its 
nature is. 











y ranjeev c. dubey . | — | 
Contenders for 





the Commission 





HEN the Supreme Court 
took exception to a bu- 
reaucrat being appointed 
as the chairperson of the 
Competition Commission 





(while hearing the public interest litigation | 


Brahm Dutt vs Union of India), some saw it as a 
turf war between the judiciary and the bureau- 


cracy. After all, the Competition Commission | 


(CC) replaced the Monopolies and Restrictive 


| Trade Practices Commission which was | 
| headed by a judge. Was it legal to appoint a 


bureaucrat to the post? 

Section 8 ofthe Competition Act 2002 states 
that its chairperson shall (1) be an ex-High 
Court judge, or, (2) be capable of being a High 


| Court judge, or, (3) either has knowledge of or 








15 years’ experience of international trade, eco- 


| nomics, law, finance, management, adminis- 


tration or in any other matter.... The net is cast 
so wide that the appointment of a respected 
bureaucrat is compliant with this act. 


What then is Brahm Dutt's grievance? The | 
petition argues that since the Supreme Court | 


has held in the S.P Sampath Kumar case that a 
tribunal constituted as a substitute for the High 
Court must be a ‘worthy successor’, we must 
have a chief or a senior High Court judge for 
chairman. I must disagree. 

The Sampath case dealt with appointments 
to the Administrative Tribunal exercising judi- 
cial powers where judicial training was invalu- 
able. Here, we are dealing with an independent 
regulator with a different mandate to meet our 
larger civic objectives. The CC is not a 'substi- 
tute tribunal' fora High Court. Courts may have 
performed regulatory functions, but judges 
can't be regulators. By this logic, since it takes 
the Supreme Court to control diesel smoke and 
the Delhi High Court to introduce the condi- 
tional access system for cable TV, shouldn't they 
take over the country's administration? | 

The real issue is not legality, but legislative 
objectives. As a potentially liberal civil society, 
why do we want the CC? Even from a narrower 











constructionist' viewpoint, what does the 
Competition Act itself want from the CC? 

Section 18 states that the CC must "elimi- 
nate practices having adverse effect on compe- 
tition, promote and sustain competition, pro- 
tect the consumers' interests and ensure 
freedom of trade". To achieve these, the chair- 
person must know how (a) markets work, 
(b) producers distort competition, and (c) to 
keep the market ticking. He should understand 
acquisition and control of market reach and 
share, cross-border cost arbitrage, predatory 
price models.... Who is going to deliver all this: a 
bureaucrat, a judge or someone else? 

With respect, I would not say that bureau- 
crats have shown any skill at dealing with issues 
of competition. The best bureaucrats manage 
conflict better than they spearhead change. 

What about the judiciary? Call me a classi- 
cist, but I think a good judge deliberately with- 
draws from society to gain objectivity. It is not 
desirable that we compel judges to be agents of 
change. The best judges make brilliant evalua- 
tors, but do they make the best regulators? 

If we make a judge a regulator, we may in- 
troduce an adversarial form of evaluative regu- 
lation. But regulation is about anticipation, 
proactive action and pre-emption. Given that 
the Commission shall exercise judicial func- 
tions, each bench can and should have a judge 
sitting on it. So the chairman choice rests on 
what we think is the nature of the Commission: 
administrative, judicial or regulatory. The CC is 
about regulation. Regulation is about change 
induction and management and must be done 
by one who understands ‘trading’ in future. 

Such a person should have built a success- 
ful business and a track record of comprehend- 
ing and navigating commercial environs, else... 
we need an Ambani, a Premji. Since several in- 
dustrialists are resigning their narrow corpo- 
rate roles and seeking larger goals, we may find 
such a person. With tongue firmly in cheek, let 
me add that it wouldn't hurt much if, in the 
process, we set an ex-thiefto catchathief! E 
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branch | offices includes Business 
Communications ` ‘Manager converged IP 
„Solutions, ay award-winni ing BayStack™ data. 


| NIA 


PROMOTIONS 





One Network. 
A World of Choice 


Small business is big business these 
days. With the power of networking, 
any business can be a global entity. 
Any business can connect across 
buildings, cities, and countries to share 
ideas and_ innovation, perform 
mission-critical functions, and build 
profitability in an increasingly 
competitive,  "needed-it-yesterday" 
economy. 


mali Medium 


voice and call center solutions, and Contivity™ 
secure IP services gateways. 

Need a highly reliable, easy-to-use telephone 
system for a small office or branch office? 
Norstar. Need to create a reliable, affordable data 
network to link locations around town or across 
the country? BayStack. Need a Web-powered call 
center to handle customer inquiries efficiently 
and effectively? Norstar ACD. Need a better way 
to manage tidal waves of email and voice mail? 
CallPilot. Need a converged voice and data 
network to simplify network management, 
while providing powerful business-building 
Communications 


applications? | Business 


Manager. Need a secure VPN for branch offices 


SUSINESS: 


full-featured networking 





made affordable for business owners 


Whether you have 5 or 500 employees, Nortel 


Networks has the right voice, data, and 


converged communications solution to meet 
your unique business type, user requirements, 
Our 


cost expectations, and growth plans. 


portfolio for small/medium businesses and.. 
networking or new IP-based voice and data 





networking | products, market-leading Norstar™ 


or home offices? Contivity. 
Whatever the need, whatever the size of your 
Nortel has a 


business, Networks 


communications solution to fit... for one location 
or many locations, equipment alone or complete 
managed solutions, traditional voice-based 


systems—or a hybrid of both. 


For more information visit us at: 
AUT ww. a 9' t seer 


` www.nortelnewtorks.com 








And you thought 
a virus called 


illiteracy.exe 
was not 
an IT problem 





Every once in a while, it is nice to come down from our ivory towers and look 
around. To trade in our efficient and precise programs for a warm pullover. 
To extend our commitment from our industry-leading clients, with commitment 
towards less fortunate fellow human beings. The unlettered, the incapable, 
the homeless. 


At Xansa, all of us believe in such efforts, however small. We believe that 
while we continue to excel in our roles as IT and BPO professionals adding to 
our 800 million dollar balance sheet, seeing a smile break out on even a 
single such face always adds several degrees to the warmth in our hearts. 
And that means a lot to us. 


Maybe that is why people at Xansa like to volunteer for other kinds of programs 
like literacy@home, where we take classes for adults in the evenings. 
Or organise to collect funds for basic amenities at Rajendra Ashram. 


Then there is a computer lab we've set up for Junior Government School, 
Harola, in partnership with India Sponsor Foundation, where we also take 
the initiative to provide appropriate teaching material. Arya Kanya Sadan, 
Delhi and Padma Adarsh School, Chennai also have similar labs for the children 
there. Some of us here prefer more short term efforts, though. Like a mobile 
créche for construction workers' kids, or the self sufficiency drive that began 
with Braille slates at Amar Colony Blind School, and has today made our 
presence there quite redundant. 


It just makes going to sleep every night so much more meaningful. 
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ARPIT SHARMA 


SHISHIR PRASAD 
@ T started as a trickle and is now a 
| flood. Plagued for three years by 
| lack of opportunities to cash their 
| investments, investors are now ex- 
© iting their companies in a big way. 
[= According to a presentation given 
" Karai Butalia, head, Standard Char- 
tered Private Equity, this calendar year 
has seen 41 exits collectively valued at 
$480-500 million. This is a small step 
compared to 2002, when only 8-10 exits 
were made and a giant leap compared 
to 2001 when only one notable exit was 
made, that of Moser Baer. "A lot of funds 
are now at a crucial stage in their life cy- 
cle where they have just two more years 
to go before they have to return money 
to their investors. They are making most 
of the opportunity now," says Manish 
Kanchan, director and head of private 
equity, Ambit, an investment bank. 
The opportunity really is in the busi- 
ness climate. The stockmarkets are over 
the moon. Corporations with good 





earnings record have strong cash flows | 





to buy out the investor's stake with a 
moderate premium. And there are 
enough large medium-sized companies 
looking for acquisition targets to whom 
the private equity investors sell their 
stake. “The last time the market went up 
a lot of funds did not cash out. In hind- 
sight, that was a mistake. Obviously, 
they don't want a repeat," says a private 
equity market analyst. The key determi- 
nant, of course, is the welcoming stock 
market. Unlike 2002 and 2003 there are 
at least four exits that have been catal- 
ysed because of IPOs. Most notable be- 
ing iflex and now Indraprastha Gas. And 
even for secondary market transactions 


the current bull run has been extremely | 


helpful. That's what allowed Warburg to | 
| tures," says Sanjiv Kapur, head (private 


exit Satyam and AMP to partially exit. 


Combined with these two factors is an | 
oddity of the Indian market where CDC | 
Capital, AIG and Warburg put together | 


have almost 7096 of the private equity 


investments made in India. All the three | 
have spent almost four-and-half to five | 
years in India. “Our investors are putting - 
pressure on us. To be fair, we have spent | 


As the markets boom, VCs are cashing 
out. Their exit routes differ though 


Exit policy 


Henderson 
AIG 
Stanchart PE 
AMP 
Warburg 
Warburg 


Warburg 
CDC u 
Swisstec Fund 


Swisstec Fund 
ICICI Ventures 
Chrysalis Capital 
eVentures 
Infinity 

CVC International 


e sconomy shines | 
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almost 4-5 years with our companies so 
we have to realise returns now. If you no- 
tice, none of us have been making any 
fresh investment in the last year and a 
half,” says an investment manager. A 
combination of these factors is making 
the funds get out of their investments. 
The mode of exit also shows variety. 
There are a clutch of IPOs, a flock of 
strategic sales and a pair of secondary 
market deals. Henderson and AIG both 
have exited through the IPO route. 
While AIG is realising Rs 64 crore from 
the sale, Henderson will get close to 
Rs 15-20 crore through the sale because 
of its smaller holding and a partial sale. 
“We intend to retain partial stakes in In- 
draprastha Gas and Bharti Tele-Ven- 


equity - Asia), Henderson Private Capi- 
tal. Warburgs exit has been through the 
secondary markets in HDFC and 


| Satyam. The first investment was 


through the FII route while Satyam was 
a purely secondary market transaction. 

The most interesting Warburg par- 
tial exit has been from Apar Infotech. 
Apar had built itself as a product out- 
sourcing company but was finding scale 
a challenge. Sources close to the com- 
pany reveal that larger firms were not 
shortlisting Apar. Warburg realised what 
Apar needed was not more capital but a 
bigger company and more experienced 
management. It did the deal with Israel's 
largest IT solutions company (a War- 
burg portfolio firm), Ness Technologies. 
The combined entity has a turnover of 
$300 million. The other two strategic 
sale deals include ICICI Ventures stake 
sale in Bangalore Genie to Sanmar Spe- 
ciality Chemicals. ICICI claims its in- 
vestment has multiplied seven times. 
The other is a landmark deal in the 
banking sector where CDC Capital sold 
its stake in UTI Bank to HSBC, giving the 
latter a strong toe-hold in the domestic 
market. ICICI is also trying to exit Intas 
Pharma, where the promoters have al- 
ready appointed an investment bank to 
find a financial partner to pick up ICICI’s 
stake. However, the biggest ICICI exit 
has been Biocon, where ICICI cashed 
out for Rs 40 crore. 

Will the pace continue? At least till 
next year, which is when private equity 
players will be left with only the duds. 
And you really cant exit those, you just 
get rid of them. B 





'Unless the legal framework 
supports the disabled, 
all we will continue to 

get is lip service' 


Says 29 year old Raja Mahendra Pratap, 
with full conviction. Confident, courageous 

~wand very independent - these are only some 
vof the words that describe the inner strength 
wand grit of Pratap, who lost all his limbs in 

wa near fatal accident at the tender age of 5. 
Today, Pratap who is working as Finance 
sand Accounts Officer with a Public Sector 
Company in Ahmedabad, is a man with 
very clear views on what he wants for 
himself, from life. And some of the issues 
that need to be addressed to make living 
easier for the disabled in India. 


Some of his views, no doubt, are derived 
from his early childhood experiences - a life 
confined within the four walls of his home in 
Hyderabad, with parents who thought of 
him as a ‘gone case’. "My parents didn't 
think | could ever stand on my own feet and 
so, they didn't bother about my education. 
But | was determined to be independent." 
For a boy who studied from books entirely 
on his own, he did very well in the Xth class 
exams that he appeared for, with the help of 
his sisters. From then on, right till college, 
where he got a Commerce Degree, Pratap 
never sat for classes but prepared at home. 
"Mobility was an issue", says Pratap. "It was 
expensive for me to go in a three wheeler to 
attend classes. However, | was not deterred. 
Bunking college is a style statement for 
normal people. For me, there was little 
choice." In fact, to support his own 
education, he started taking tuition classes 
during his first year of College. He also got 
financial support during 
his second year of 
management in the form 
of the NCPEDP (National 
Centre for Promotion 
of Employment for 
Disabled People) 
Scholarship. Says Pratap, "Till | started 
attending MBA classes at the Osmania 
University, | never did realize what it was to 
actually attend lectures." 


Pratap, who used to walk about in his home 
on naked knees, designed his first shoes 





after college, 
when he sat 
with a local 
cobbler for two 
consecutive days. From there on, there was 
no looking back. He even travelled for his 
MBA classes using public transport. "| never 
saw myself as incapable or disabled. | 
studied with a single-minded purpose - to 
stand on my own two feet." However, when 
it came to getting a job, his confidence 
received a blow. He was rejected in mony 
cases, even before the written test. "l 
thought private companies would be 
concerned about only my capability, not my 
appearance. But that was not the case. No 
interview of mine lasted more than 2-3 
minutes." He felt dejected and low. But took 
it as a challenge. 


He got his first break in a small weekly 
tabloid for the Disabled, 'Vaartha Theja’, 
and from here on, there was no looking 
back. He got a job in a Public Sector Bank 
in Delhi, in August 2001, and in November 
2002, he took up another job with a Public 
Sector Oil Company in Ahmedabad, with a 
much higher salary. On living independently 
in Ahmedabad, away from home, says 
Pratap, "| feel as normal as any other 
person. In fact, | even manage 50% of my 
cooking by myself." 


But every story is not a Pratap story and 
every disabled does not get employed. As 
per data made available by NCPEDP there 
are over 70 million disabled people in the 
country, but less than 196 of children with 
disability receive education of any kind. 
Further, according to the National Sample 
Survey of 1991, there are 7 million 
employable disabled people waiting to 
get a job. 


Thus, to promote employment for the 
disabled, NCPEDP in conjunction with the 
digital technology leader, Samsung India 
Electronics Ltd., has set up a 'Samsung - 
NCPEDP Disability Placement Unit' at South 
Extension. Samsung will also be extending 





Pratap discovers the key to a bright future. 


Scholarships to 20 disabled students 
next year, through NCPEDP os part 
DigitAll 
Hope Programme. 


of its 


Samsung DigitAll Hope 
represents the 
Company's largest 
regional social 
SA programme, being 
DigitAllhope run simultoneously 

in 8 South Asian 
countries. States Mr. Javed Abidi, Executive 
Director, NCPEDPR "While the Disability 


Placement Unit will handhold and mentor 





hundreds of disabled people in need of 
jobs, the true potential of our job related 
training programmes is difficult to estimate; 
thousands of people with disability should 
benefit. Technology is that one sure shot 
vehicle which has the power to carry people 
with disabilities towards empowerment and 
self esteem." 


Says Pratap, who wants to actively work for 
the empowerment of disabled people and 
wants to be involved with policy making and 
decision making with respect to the 
disabled, at the government level, "Some of 
the issues currently faced by the disabled in 
India are those of education, employment, 
accessibility and awareness. Some of these 
problems are further aggravated by poverty. 
We need strong legislation and monitoring 
agencies to ensure the implementation of 
legislation providing for the rights of the 
disabled." 


Independent and self reliant, Pratap 
today is supporting his family. But 
he does not appreciate being asked 
whether he can reach office or can he write. 
"Why should the disabled be put to test 
all the time?" queries Pratap. Quite right, 
we would say. 
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Its as simple as abc. 


According to the figures released by the Audi d 

has emerged as the fastest growing business magazine in th 
January-June, 2003. Also Businessworld has the largest c< 
business magazines in the eight major metros*** ahead of E 
copies and Business India by 38,894 copies. Just how that translati 


reach, now that's elementary isn't it. 


anuary-june 2003. ““*Delhi, Mumbai, Kolkata, Pune, Bangalore, Chennai, Hyderabad, Ahmedabad. 








| T was an obscure, Rs 104-crore in revenues pharmaceu- 
| tical company, one ofthe many like itin Hyderabad. And 
| then it hit the headlines by refusing a Rs 207-crore offer 
from the Danish pharma company Lundbeck. "That was 
the best advertisement we could get," says S. Srinivasan, 
vice-president (business development), Matrix Labora- 
| tories. Lundbeck wanted to buy the new process that Matrix 
| that developed to make citalopram, a drug that the Swedish 
| company had originally discovered. Matrix could have sold 
| outand made a fortune. But it refused — and reaped publicity 
| way beyond its size merited at that point. 
| That was in February 2002. Since then, Matrix has been on 
a roll. Within the industry, it is being mentioned for its scorch- 
| ing growth rate — it has grown from Rs 45 crore in 2000 to 
| Rs 417 crore in less than three years. The stockmarket consid- 
| ers it one of the hottest new pharma scrips. Between June and 
| December 2003, the Matrix share price has shot up from 
Rs 474.10 to Rs 1,355 — a rise of 286%, while the BSE health- 
care Index has appreciated by only 78.48% in the same period. 

And yet, despite all the buzz, Matrix remains a company 
about which little is really known. Two years ago, it didnt even 
exist. Ithas one goldmine, citalopram, in its product portfolio, 
but no one is sure what other products it has in the pipeline. 
Finally, even some of the research analysts closely following 
the pharma industry are unclear about Matrix's strategy. The 
CLSA report released in August says: "In FY03, about 53% of 
revenue and 25% of profit came from the other business of 
Matrix, excluding citalopram. Although dependence on 
citalopram is declining, continued growth in the non-citalo- 
pram part ofthe business is critical for long-term growth." 

So what is the Matrix story? "Matrix was born out ofthe 
need and ambitions of its technical people," says Nimma- 
gadda Prasad, 42, chairman and CEO. Substituté "Prasad and 
co-promoters" for “technical people” in that statement, and 
you probably have a more accurate picture. 

In 2000, Prasad, a professional manager, was the CEO and 
managing director of Vorin Laboratories, a Hyderabad-based 
subsidiary of pharmaceutical company Ranbaxy Laborato- 
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Matrix's Prasad is the main reason 
why the company is where it is today 


Over the years ries. Vorin's brief was to develop and manufacture API's (active 
pharmaceutical ingredients) for the drugs that Ranbaxy 
June 2000: Bought out Herren Drugs and Pharma- made. After takingVorin from Rs 5 crore to Rs 170 crore, Prasad 
ceuticals at an undisclosed price wanted more. He was toying with the idea of striking 
nana... .. -— — - | Matrix share prices out on his own and his dreams were shared by Dr C. 
Satyanarayana, who was Vorin's R&D chief then. But 
cL AT Pr ——— before they could start out, they needed funds. And 
Feb 2001: Name changed from that they got from M. Ravinder (a successful pharma- 
Herren Drugs and Pharmaceuticals to ceutical trader and distributor who is related to the 
Matrix Laboratories Andhra Pradesh home minister T. Devender Goud), 
i ; | who was looking for a good investment opportunity. 
site pti phage — —— After the trio had talked things over, they decided 
February 2002 on a plan of action. Prasad stayed back at Vorin, while 
"Cun" oU DR IP So C TR SO 9h t ERN Satyanarayana quit. He and Ravinder then took over Herren 
April 2002: On 26 April the API facility at Jeedimetla was Drugs and Pharmaceuticals, a Rs 45-crore company based in 
approved by the Therapeutic Goods Adminstration (TGA) of Hyderabad which wasn't doing too well. "We took over the 
the Regulatory Authority of Australia plant, all the associate companies and liabilities of about Rs 8 


May 2002: Matrix acquired 54.8996 equity in Medicorp crore," says C. Ramakrishna, executive vice-president (corpo- 


Technologies, an API manufacturer having US FDA and TGA rate finance and business support services), though he refuses 
(Australia) approvals, ISO 9000, ISO 14000 to disclose the amount which they paid for Herren. Ramakr- 


| | ishna, a chartered accountant with clients in the pharmaceu- 
Sept 2002: Matrix Laboratories moves towards further tical industry, came in and joined as director. 

consolidation by merging with Vorin Laboratories, an API Itwas after that that the partners accelerated their hunt for 
manufacturer with ISO 9000 certification "e i ; 

—— r rO LL new growth opportunities. This was in 2000, and the company 
April 2003: Matrix successfully files process patent (still Herren) had closed the year with a turnover of Rs 45 crore 
applications for four products at Indian Patent Office and losses of Rs 8 crore. One lucky break carne their way. A 
ee € S a ee REESE REIS T Brazilian company placed an order for an anti-HIV product, 
Oct 2003: USFDA inspection completed at the Jeedimetla | and Herren made a profit of Rs 4 crore on that one single or- 
manufacturing unit der. That money was ploughed back into the business. At this 
Nov 2003: set up Medikon Galenicals in India and CEM | Point, Herren also approached the Export-Import Bank of In- 
Pharma Life Sciences in Ireland dia (EXIM Bank) for funds to upgrade its facilities. 

Herren successfully sold its story to EXIM Bank. “The loan 
























2000: Gets Brazilian order for an ene 
anti-HIV API 4 3 Rs 1,355 


Graphics: ARPIT SHARMA 


BUSINESSWORLD 29 DECEMBER 2003 





Photographs: B.K. RAMESH 





amount given by us was Rs 12 crore," says Samuel Joseph, 
deputy general manager, EXIM Bank. Meanwhile, based on 
the business plan, to grow faster and to enter the regulated 
market, Herren (renamed Matrix Laboratories) needed more 
capacity and needed it quickly. Acquisition was the best op- 
tion. The first was Medicorp, a subsidiary of the Chennai 
based Rs 4,000-crore Shriram group. The plant had US Food 
and Drugs Administration (USFDA) approval and one prod- 
uct. Nine more were under development. The second was the 
Ranbaxy promoted Rs 126-crore Vorin Laboratories and its 
subsidiary Fine Drugs and Chemicals. 

While the merger of the Rs 41-crore Medicorp went 
through in 15 days, convincing Ranbaxy took some time. Fi- 
nally, Prasad and his partners managed to convince Ranbaxy 
that Vorin should be allowed to merge with Matrix. The 
merger of the three companies finally went through in 2002 
and Prasad joined the merged entity, Matrix, as chairman and 
managing director in July the same year. 

But even before he joined, things had already started mov- 
ing fast at the company. Alfred E. Tiefen- 
bacher (AET) of Europe, a primary phar- 
maceutical buyer, had a deal with Vis 
Pharmaceutici, an Italian company that 
had filed a DMF (drug master file, which 
contains complete data on a particular 
molecule) on citalopram. The patent on 
citalopram was to expire in various Eu- 
ropean countries between 1997 and 
2002. Lundbeck, the innovator, was an 
aggressive defender. It bought out Vis 
and withdrew the DME AET, which had 
earlier done business with Prasad, ap- 
proached him again with a request to 
develop the product. Matrix agreed and 
came up with a non-infringing process 
that Lundbeck could not challenge. 

It was at this juncture that Lundbeck 
made an offer for Matrix. But the latter 
refused as it figured it could do much 
better for itself by selling the API to 
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generics companies around the world. At 
present, it is the only exporter of citalopram 
to Europe (AET) and almost 20 European 
generic companies buy it from AET. In fact, 
in November 2002, a team from Lundbeck 
spent nine days at Matrix's plant see its 
manufacturing capabilities. Since then, Ma- 
trix, too, has polished up its act by filing an- 
other process patent under the Patent Co- 
operation Treaty (PCT) for citalopram in 
order to remain the preferred supplier ofthe 
API to the generics companies. In 2001-02, 
the $2.5-billion molecule contributed 5096 
to Matrix’s turnover. 

But is Matrix only about citalopram? 
“While 30% of Matrix's revenue in the first 
quarter of this year came from citalopram, it 
is also working towards reducing it depen- 
dence on this one product," says a senior 
analyst at a multinational company. Currently Matrix has 43 
API products and is working on developing another 37. None 
of them, though, hold out as much promise as citalopram. 
“Not all the products in the basket are blockbusters, compa- 
nies gain from one or two big products." says Joseph. And the 
team, too, is sanguine that they are not overdependent on a 
single drug. By the end of next year we will have a basket of 80 
products." says Satyanarayana. Besides, it has almost 10 retro- 
viral APIs for AIDS drugs. It was on the merit of Matrix's prod- 
ucts that the Clinton Foundation decided to name Matrix as 
the preferred API supplier to Ranbaxy, Cipla and Aspen Phar- 
macare (South Africa) for low-cost anti-AIDS drugs for four 
south African countries. 

The driving force is Prasad. An MBA, he had stints at Indian 
Molasses and Rhone Poulenc before he joined Vorin Labs in 
1993 as general manager (marketing) and went on to become 
the managing director in three years. He is a somewhat un- 
known quantity in the Hyderabad pharmaceutical industry, 
but what his competitors do know is that he is a good people 
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We apologised for the delay. 


We expected it to take far less time than it actually did. Yahoo! BB now adds 
more than 100,000 subscribers every month and is one of the fastest growing 
broadband service providers globally with a subscriber base of over 3 million. 


It is this commitment to our clients that has led 17 of the top 20 global 
telecommunications service providers to turn to us for their solutions. No 
wonder we are the only telecommunications equipment company on the 
Forbes list of the 25 fastest growing technology companies, published in 
April, 2003. 


We could go on and on about how we became one of the pioneers of broadband 
technology, but we're afraid it might just cause another delay. 
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manager and almost a genius when it comes to marketing. 
Meanwhile, more opportunities are opening up. The US 

patent on citalopram is expiring in January 2004, and Matrix is 

ready to ship the product the day the patent expires. There are 


other products too. “The DMF filing target in 2003 was 10, we | 


have already done 19,” says Prasad. “The last few weeks we 
have been filing DMFs at almost one a day,” says Srinivasan. 
The company is also partnering generic companies on Para IV 
filings in the US, which gives companies 180 days' exclusive 
marketing rights. "We have already been granted one Para IV 
with Ranbaxy for Modanafil, which expires in 2006," says Ra- 
makrishna. There have been two more Para IV filings. "My 
pipeline to supply APIs till 2010 is full,” says Prasad. 

At present, Matrix has 12 units. The citalopram plants at 
Jeedimetla have been upgraded and have got approval from 
European buyers and Therapeutic Goods Administration, 
Australia (TGA). They have also been 
inspected by the USFDA. The Medi- 
corp facility at Pashamylaram already 
had approvals from the USFDA, UK 
MCA and TGA. Besides the anti-hista- 
mine cetrazine and anti-fungal flu- 
canazole, Matrix manufactures eight 
tonnes of acyclovir a month — the en- 
tire global requirement of an MNC. 
The Vorin unit at Kazipally is of CGMP 
standards and is catering to the home 
and unregulated market. “We are mak- 
ing a capital expenditure of Rs 80 crore 
this year and will invest Rs 50 crore 
every year till 2005,” says Prasad. 

Matrix is also exploring a business 
model similar to that of Iceland-based 
Delta Pharmaceuticals. Delta supplies 
APIs and also makes dossiers of prod- 
ucts going off patent, complete with 
clinical trials, bridging studies or bio- 
equivalence studies, and even takes 
approvals from various countries. The 
full dossier is then licensed to different 
companies for different markets. The 
gain is two-fold: the licence fee and the 
contract for the supply of the API. 

Matrix is setting up two companies for a similar purpose. 
The first, to be called Medikon Galenicals is being set up in In- 
dia as a joint venture with H. Fischer and Company Interna- 
tional of Germany. The second, to be called CEM Pharma Life 
Sciences, is being set up in Ireland in investment partnership 





Divi’s Labs Murli Divi says Matrix still has 
to prove itself beyond citalopram 








with CES Beteiligungs GmbH. The option of supplying fin- | 


ished formulations based on the licensing deals is also being 
kept open. The formulations could be made in India through 
contract manufacturing. It could probably use the facilities of 
Medicon Laboratories, a small formulations company it has 
bought recently. The outlay for the project is $3.9 million, 
which will be shared equally by the two partners. A licence for 
a dossier can earn the company anything between $1 million 
and $15 million. 

Matrix signed one such deal last month with Niche Gener- 
ics of the UK for the dossier for Perindopril, a $400-million 








product. The dossier will be licensed to a generics company 
that would have to submit the dossier in different countries 
and market it. The licensing fee would be shared by both the 
partners and the API would be supplied by Matrix. 

At the end of the day, however, manufacturing APIs is a 
low-margin business, especially when the product is generic. 
So how long can they sustain Matrix? Admittedly, the margin 
for supplies to an innovator may be as high at 70%, but as the 
product goes off patent, with the exception of the 180-day 
marketing exclusivity under Para IV in the US, margins fall to 
as low as 30% or even lower as more players come in. 

Matrix does not seem to be particularly worried about 
that. “We plan to be an API supplier even as we move to ex- 
pand our activities,” says Satyanarayana. Contract research is 
the next logical move and there are two ways of going aboutit. 
First, where the generics company gives the order for an API 
that may be going off patent. Matrix 
would have to find and patent a pro- 
cess that is non-infringing and then 
supply the generics company the API. 

The second and more lucrative 
way is to work with the innovator on 
new chemical entities (NCE) and sup- 
ply increasing quantities of APIs as it 
moves through the phases of the clini- 
cal trials. If the NCE makes it to com- 
mercialisation, the API supplier usu- 
ally becomes a preferred supplier. A 
model has been used by the Hyder- 
abad-based Divi’s Laboratories and 
Suven Laboratories in the last 8-10 
years. “But contract research for the 
innovator is not easy. The rewards may 
not come,” says Venkat Jasti, managing 
director, Suven. Matrix is still small in 
this area. “Currently, 10% of our rev- 
enues are from contract research; we 
hope to take it up to 30-40% by 2005,” 
says Ramakrishna. 

As for growth, Matrix has managed 
more than 100% in the last three years. 
But is it sustainable? “Obviously not,” 
says Prasad. “We have acquired companies and that added to 
the topline. But the target is to do Rs 1,000 crore by 2006 and if 
we grow at 30-35%, we are on course." Says Divi's Laboratories 
managing director Murli Divi: “They have to prove themselves 
beyond citalopram; we have to wait and watch.” 

“From the time when we made the first preferential offer at 
Rs 16, times have changed,” says Ramakrishna. They certainly 
have. With Prasad and Ravinder holding 50% of the shares and 
8% divided among the directors, there were rumours of an 
Novartis taking a stake. But Ramakrishna dismisses the sug- 
gestion. “As a client, it routinely conducts due diligence of ac- 
counts and plant inspection,” he says. But the rumour cer- 
tainly did not hurt the scrip, which has kept on rising. 

Growth happens in cycles and is faster when a company is 
small. Says IPR consultant Prabuddha Ganguli: “(Like Ran- 
baxy), Matrix, too, will go along the same curve and, in two 
years, they will have to change their strategy.” = 
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into radio industry circles. 





HE smell of money just wafted | 


Thanks to 19 surprisingly sen- 
sible recommendations by a | 
radio committee headed by ` 


Amit Mitra, secretary general, | 


Federation of Indian Chamber of Com- | 


merce and Industry, it finally looks as | 
though the radio industry could end up | 


making some money. The report was 
submitted to the Ministry of Informa- 
tion and Broadcasting in November, 
four months after Mitra and his team 
heard out the woes of the beleaguered 


industry. If its suggestions get imple- | 


mented, they will bring goodies for - 
everybody and rescue the private radio | 
industry from the red (estimated losses: | 


Rs 125 crore till March 2003). And it will | 
bring more stations, at least 70 more, - 


and give listeners, more variety. 


Already, buoyed by the committee's | 
recommendations, many players have | 
begun to plan the future. "If the new | 


rules go through and the licences in 


other cities are available at a reasonable | 
price, we will be encouraged to expand | 


our radio play,” says Tariq Ansari, man- - 
aging director, Mid-Day Multimedia | 
(Go 92.6). "We are very keen to be in 10 | 
more cities,” says Sumantra Dutta, - 


COO, Radiocity. 


In the changed scenario with a fresh | 


set of calculations, it looks as though | 


most existing stations will break even in 


their fifth year of operations, instead of | 
their seventh years, as they expected ` 
earlier. More importantly, new stations | 


that come up can expect to break even | 
in as short a period as 2-3 years. The pri- | 


mary reason is that once the recom- 
mendations are implemented with ret- 
rospective effect from July 2003, radio 
operators will have to pay only 4% of 
gross revenues to the government in- 
stead ofa huge licence fee that increases 
1596 annually. (See ‘Licence to Kill’, BW, 
24 March 2003.) That means an imme- 
diate drop of 50-6096 in operating costs. 


Just like the one on revenue-sharing, | 
there are many other recommendations | 
by the committee that will help players | 


cut operating costs, even as the number 
of opportunities to make money in- 
crease. For example, operators will be 
allowed to own more than one station in 
a city making local radio networks with 


different programming on different sta- 


tions a possibility. That means better | 


rates for advertising seconds. 
Another recommendation is to al- 


low private radio to broadcast news and | 


current affairs, opening up a new mar- 
ket. There is a third one that suggests do- 


ing away with mandatory co-location of | 


radio towers. Remember the almost 
two-year delay in launching the Mum- 
bai and Delhi stations? That happened 

because the government insisted that 
radio stations should get 
together and set up 
only one tower in the 
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metros. This means that operators can 
now launch stations on their own steam 
instead of waiting for others to join the 
fray. 

The most important part of the re- 
port, however, deals with phase two of 
the privatisation process. It suggests us- 
ing a tender process for bidding in the 









What it means 


© Lower operating expenses 
© More variety in programming 


© More people tuningin ——— 
© Operating expenses down by 


que ci 


© No more delays in launching a - 


radio station — 


© More investment and lots of clarity 
© More variety in programming 
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© import duties could fall from 
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Others issues in the air 


the fine print. Two of the recommendations are really interesting. One, that 


T HE radio report has good news for a whole lot of other people and it is not in 


of the 496 that the government gets as revenue share 196 should be set 
aside for developing non-commercial radio channels on areas like culture, her- 
itage, public health and so on. And that, indeed, is the way good public service 
broadcasting happens elsewhere in the world. Two, in every city, certain frequen- 
cies should be reserved for niche channels to be tendered separately with a low 
reserve fee and low revenue share percentage. That means both listeners and ad- 


vertisers will get more variety. 


Such good intentions notwithstanding, the fact remains that non-commercial 
stations get stuck in administrative delays more often than the commercial ones. 


Take community radio. In December 2002, the government 
had opened it up for educational institutions, NGOs and oth- 
ers, allowing them to set up small radio stations covering, say, 
a 20 km radius. At that time it had announced that there 
would be 1,000 of these stations by December 2003. As of 
now there is not a single one. That is primarily because most 
have spent the year running around trying to get a licence. 


future. That simplifies the whole thing 
and ensures that after the one-time en- 
try/licence fee, companies are free to go 
about their business except for the 496 
revenue share. It means more compa- 


nies are likely to bid in the second phase | 
| bid for 108 frequencies. Finally, only 37 


of radio privatisation. So radio networks 


offering 15-20 stations, or even more, at | 


one go, just like TV networks, become a 
real possibility. And that, in turn, will 
force advertisers to up their spends 
from about 1% to at least 5-10% of the 


(current) Rs 10,000-crore ad pie. More | 
frequencies, variety, and news and cur- | 


rent affairs means access to the local ad 
pie of Rs 3,600 crore. The bottomline — 
if this report gets implemented, radio 
can grow into a Rs 1,000 crore-1,500 


crore industry in 3-5 years. It can finally | 
| for a market that brought in roughly 
| Rs 25 crore-30 crore in advertising rev- | 


deliver on the promise of the medium. 
Remember, globally, at $59.5 billion, ra- 
dio and out-of-home advertising have 
shown better growth and performance 
than newspapers or magazines. 

To figure out what was holding the 
industry back so far, here is a quick re- 
cap. In March 2000, the government in- 


| vited private op- 








erators to bid for 
frequencies at an 
open auction, 
with disastrous results. There was crazy 
overbidding with a total of Rs 425 crore 


licences were given out, as many bid- 


ders like Zee and Sunrise Radio, among | 
others, defaulted. Imagine such a situa- | 


tionin acountry, where more than 3,000 
stations can easily co-exist. In contrast, 
the US, according to one estimate, has 
14,000 radio stations. 

The lack of enough players and high 


licence fees meant a curious market, | 
one with no variety and no profits. Take | 
Mumbai, for example. The five players | 
in thecity paid Rs 49 croreinlicencefees | 
| ing of the players from phase one, et al, 


enues in 2003. If you add the operating 
costs of Rs 5 crore-7 crore to run a sta- 
tion and a stagnating ad market, there 


was no hope of breaking even before | 


seven years. By March 2003, the whole 


| business started looking terribly unvi- 


deliver on its promise 


of Money 
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able with the industry piling up a loss of 
Rs 125 crore, of which more than Rs 75 
crore was licence fees, points out A.P. Pa- 
rigi, CEO, Entertainment Network (Ra- 
dio Mirchi). 

With the licence fee out, the pros- 
pect of more players getting in, quick 
market expansion and more variety 
looks real. When there were just 4-5 
channels, TV was a sub-Rs 500-crore 
market. Now with more than 100 chan- 
nels, just ad spend on TV is about 
Rs 4,800 crore. "More licences would 
mean more excitement in the field and, 
thus, more rev- 
enues all around," 
agrees Ansari. It 
allows “the cate- 
gory to develop’, 
as Parigi, puts it. 
So you could have 
a station offering 
only classical mu- 
sic and charging 
premium rates 
from a specific 
audience. 

Is there a catch? Gautam Radia, 
managing director, Millennium Broad- 
cast (Win 94.6), points to three: pending 
litigation, migratory licences, and the 
danger of the Union Cabinet turning 
down the recommendations. 

Operators like Millennium have 
filed suits against the government and 
vice-versa. So what happens to those 
cases? The report "appeals to all bidders 
who have gone to court to withdraw 
their litigations and take advantage of 
the new Phase II regime". The actual 
business of migration from licence fee 
to revenue-sharing and the legal stand- 
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are bound to create administrative de- 
lays, but these should not delay break 


| even, reckon most within the industry. 


The possibility of the report not get- 
ting approved is dismissed by most in- 
dustry insiders. "We are confident that 
the report will surely see light of day," 
says Parigi. "There were members of the 
government in the panel, how can it not 
go through?" asks another operator. 

Well, given the all-round optimism, 
the ball is now firmly in the court of the 


| radio industry. Now, instead of all those 


discordant notes and whining about the 
licence fee, can we finally hear the 
sound of money? ` 





Chetan Parikh is director, 
Jeetay Investments Private 
Limited, an investment 
advisory firm. He can be 
contacted at 
chetancapitalideasonline. 
com. 
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HEN the Spartans warned 
Cyrus the Great not to 
harm any Greek city, Cyrus 
replied: "I have never yet 
been afraid of men who 
have a set place in their city, where they come 
together to cheat each other and forswear 
themselves." Greek historian Herodotus later 
commented: "Cyrus intended these words as a 
reproach against all Greeks because they have a 
place to buy and sell, a custom unknown to the 
Persians." Recent corporate frauds, accounting 
chicanery and excessive executive compensa- 
tion reveal the greed that can destabilise free- 
market capitalism and vindicate what Cyrus 
the Great spoke of centuries ago. Karl Polanyi's 
‘The Great Transformation in 1944 echoed this: 
“Markets are sustainable as long as they are 
embedded in social and political institutions.” 
The recent story of Indian companies hik- 
ing non-executive directors’ fees manifold as a 
‘prerequisite for attracting talent’ indicates that 
US corporate viral fever has reached Indian 
shores. Even as senior executive compensation 
rose 36% in 1998 over 1997 in the US, the wages 
of average blue-collar workers rose only by 
2.7%. The same pattern has been repeated year 
after year. In 2001, when profits and stock 
prices fell in the US, executive pay increased (a 
more sedate) twice as fast as the pay of the aver- 
age worker. In 2000, American CEOs were get- 
ting 500 times the wages of the average em- 





| ployee, up from 85 times at the beginning of the 


decade and 42 times two decades earlier. 

How did the CEOs manage such generous 
pay contracts? Warren Buffett recently wrote to 
shareholders: “The answer is not in inadequate 
laws... but in what I would call ‘boardroom at- 
mosphere’. When the compensation commit- 
tee, helped by a high-paid consultant, reports 


| ona mega grant of options to the CEO, it would 


belike belching at the dinner table for a director 

to suggest that the committee reconsider." 
Adolph A. Berle and Gardiner C. Means 

wrote about the separation of ownership and 














control in emerging corporations 70 years ago. 
While shareholders were nominal owners of 
the firm, they knew nothing about what the 
managers were doing and had limited re- 
sources to help it. The board of directors were to 
be the watchdogs, but it was stuffed with the 
CEOS cronies, so the bark and the bite were ab- 
sent. Corporate thievery, in the form of exces- 
sive executive compensation, and corporate 
bribery, in the form of excessive non-executive 
director fees, were the inevitable outcomes. 
Why corporate executives are paid exces- 
sively is also because it's tough to compute how 
much they are paid. Stock options (which will 
resurface again in this bull market) and mud- 
dled thinking about how to account for them 
make this a case of blindfolded directors de- 
scribing elephantine executive compensation. 
Most managerial compensations are de- 
signed poorly. Stock prices depend as much on 
psychology as on corporate economic profits. 
Stock options are exactly the wrong incentives 
to be dangled in front of the top and middle 
management (and non-executive directors). 
Liberally sprinkling stock options through- 
out an organisation to spread the 'ownership 
culture is spawned by the same dangerous ide- 
ology as socialism. It is totally misguided. Em- 
ployees put these shares in a separate ‘mental 
account from their cash income and don't con- 
sider them when going about their jobs. 
Meaningful managerial compensation 
must be linked to operational performance 
metrics which have great impact on long-term 
shareholder value creation and not on the 
short-term capricious behaviour of the stock- 
market. Managerial compensation that is not 
accounted for properly, like stock options, is a 
blatant form of corporate embezzlement. 
Capitalism disintegrated traditional cus- 
toms and institutions. Karl Marx and Frederick 
Engels may have exaggerated a bit in the fa- 
mous phrase of the Communist Manifesto: "All 
that is solid melts into air." Trust in corporate 
fair play certainly seems to have. n 
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AUYA ka Nagla is a tiny cluster of hut- 
ments inside Bharatpur, a mid-sized 
town in Rajasthan famous for its bird 
sanctuary. Kauya has little going for it. Its 
inhabitants are from the scheduled 
castes and tribes and lead a life below the 
poverty line with headroom to spare. 
Most of them are unemployed and those that have 
jobs are typically daily labourers; the lucky few are 
government sweepers. Then, given their caste, many 
of Kauya's people are ostracised. Kauya's children, 
however, aren't aware of their plight — they have 
seen nothing better and are, after all, children. They 








are lively, noisy, dirty — they are on the cover of this | 


issue — and they greet you with a loud “namaste” 
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Does business care? 
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when you enter their elementary school. It’s a two- 
room affair that's managed by pharmaceutical major 
Lupin. The school is staffed by two teachers and has 
kids between the ages of five and 12. This is Lupin's 
way of giving back to society and it is one of the 45- 
odd projects that Lupin does for the disenfranchised. 
The company's chairman Desh Bandhu Gupta puts 
it somewhat vividly: "This is my way of paying my 
gratitude to society for helping me build Lupin; I 
come from very humble beginnings." 

This year, Lupin has come up tops at the Busi- 
nessworld FICCI-SEDF Corporate Social Responsi- 
bility (CSR) Awards. BW and FICCI jointly instituted 
these awards in 1999 to champion the cause of CSR 
and sustainable development. Previous winners in- 
clude Tisco (1999), Telco (2001) and Hindalco (2002). 
The other companies in this year's Top 6 are ITC, 
Wipro, Indal, Canara Bank and Gujarat Ambuja Ce- 
ments. And that's just the ones that made it to the fi- 
nal round (See 'Methodology' on page 49). Among 
those that applied were Infosys Technologies, Stan- 
dard Chartered Bank, British Gas India, Novartis In- 
dia, Grasim and Kinetic Engineering (See ‘The CSR 
Practitioners'). There are still no estimates of how 
much Indian companies spend totally on CSR, but 
the list of firms that applied and evidence on the 
ground suggest that CSR is an idea whose time has 
come, and is important at least for the larger compa- 
nies. "In the last decade or so, the outlook has 
changed from ‘Why should I do it?’ to ‘How can I do 
it?" says Viraf M. Mehta, chief executive, Partners in 
Change, a CSR advocacy NGO. (This body carried 
out the field audits for the BW FICCI awards.) 

Research corroborates this. Earlier this year, the 
UK-based International Centre for Corporate Social 
Responsibility (ICCSR) carried out a survey of CSR 
activity in seven Asian countries — India, South Ko- 
rea, Thailand, Singapore, Malaysia, the Philippines 
and Indonesia. The body trawled the websites of 50 
large corporates in each of these countries to see evi- 





dence of CSR reporting, which in turn indicated lev- 
els of CSR activity. (China was left out because its 
legacy of state-owned businesses meant CSR activity 
would below, while Japan wasn't considered because 
its companies are well integrated into the Western 
business model that has, for some time now, been 
laying stress on CSR.) India ranked at the top of the 
survey — 72% of the sample reported extensively on 
the CSR work done by them. This percentage was 
much higher compared to the others. South Korea 
came second at 52%, followed by Thailand (42%), 
Singapore (38%), Malaysia (32%), the Philippines 
(30%) and Indonesia (24%). What also emerged in 
the study is that Asian businesses are developing 
their own models of CSR, different from the ones 
practised in the West. Other studies also support this. 

Thereis, of course, no universally accepted defin- 
ition of CSR. Shankar Venkateswaran, executive di- 
rector (India) of the American India Foundation and 
the ex-head of Partners in Change, says that at last 
count, he knew of several hundred definitions float- 
ing around. It all started with the idea of “giving back”. 


Towards the end of the 19th century, as Europe and | 
America started spawning industrial giants, hun- | 









dreds of trusts cropped up. These were all about us- - 


ing part of the corporations profits to help the under- 
privileged and making the world a better place. In 
India, the Tatas, the Birlas, the Bajajs, the Sarabhais, 
and others, all set up their own trusts, running 
schools, colleges, hospitals, orphanages, and the like. 
In some ways, the trust and its activities became a 
corollary to industrialisation. 

Then, in the last two decades or so, as companies 


grew mightier and globalisation allowed businesses | 


to touch and influence far more lives, the issue of cor- | 


porate accountability arose. The argument, put a lit- 
tle simplistically, is as follows. Corporates are ac- 
countable for their actions to a range of stakeholders. 
The stakeholders include shareholders, employees, 
suppliers, bankers, consumers, and, finally, society 
at large, which is where the companies exist, much 
like individuals do. However, companies don't al- 
ways engage in activities that result in greater good 
for all its stakeholders. Thus an extractive industry 
(oil, mining) may defile the environment, large pro- 
jects could displace people, working conditions in 
companies could leave much to be desired, and so 
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on. Now while 
it's not possible 
to stop the 
march of corpo- 
rates (and, per- 
haps, not right ei- 
ther), one way to 
approach this issue 

is to get companies to 
partner its stakeholders and 
workin a manner that benefits both, Thus the 

idea of corporate social responsibility was born. 
Some even call this neo-capitalism or capitalism 
with a heart. 

Moreover, given that profits ultimately happen 
because of stakeholders, CSR, in some ways, safe- 
guards future profit flows. The accent, therefore, 
changes from how profits are spent (philanthropy), 
to how they are made in the first place (CSR). So a 
company with good CSR practices may get environ- 
mental clearances faster, may win more customers 
for its better practices, attract better quality talent 
(positive discrimination as opposed to negative dis- 
crimination), and reduce transaction costs, among 
other benefits. In other words, profits depend as 
much, if not more, on what companies stand for, as 
on what they sell. Hence, goes the argument, CSR 
should become a discipline inside all corporates, 
like, say, finance or marketing. 

In India, most of the work done by companies is 
still in the nature of philanthropy. Consider that of 
the six short-listed companies for the BW FICCI 
award, five (Lupin, Canara Bank, Indal, Gujarat Am- 
buja and Wipro) are involved in community devel- 
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Profits will come as much from what 
companies stand for as from what they 
sell. But is Corporate India ready for 


that’? by D.N. Mukerjea 
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opment work. This means building roads, running 
schools and hospitals, creating income-generating 
schemes, and similar projects. Only ITC’s CSR — its 
e-choupal project and others — has direct linkages 
with its business. That is understandable given that 
many of the traditional development indicators — 
life expectancy, infant and child mortality, sanitation 
facilities and access to primary education — are still 
abysmal for India. 

In fact, even the government expects Corporate 
India to participate in welfare programmes, even 
though it’s a tacit admission that the state has failed 


of CSR are not accountable to their stakeholders, the 
objectives are neither well-defined nor measurable, 
and, finally, you don't get maximum impact for your 
investment. (The extreme right wing view on this is 
that companies are trustees of shareholder capital, 
and any investments made —including CSR — 
should finally benefit shareholders.) 

Not everyone is buying this line yet. After all, any- 


| thing that has to do with a profit motive, implicit or 


to deliver even the most basic amenities. The state 


government of Karnataka, for example, is only too 
happy that an outfit like Canara Bank is involved in a 


slew of social welfare projects. “The government | 


doesn't have all the money; plus there are inefficien- 
cies built into the system. So we welcome private sec- 


tor participation, as our chief minister keeps saying," 


says G.S. Narayanaswamy, deputy commissioner 
and district magistrate, Bangalore district. He has 
been involved in some of Canara Banks projects 


from the government's side. Other government offi- | 


cials argue that the private sector is able to leverage 
and invest funds very efficiently because of its innate 
for-profit nature. 

But many, like Partners in Changes Mehta, are 
beginning to argue that as India gets integrated into 
the global economy, companies should pick up pro- 


explicit, is still viewed with suspicion here. But there 
are some companies, typically MNCs, that are adopt- 
ing the Western CSR model. Along with St Johns Vo- 
cational & Technical Training Centre, British Gas, for 
example, has recently started teaching unemployed 
youngsters how to become mechanics for com- 
pressed natural gas (CNG)-based auto-rickshaws in 
Delhi. British Gas officials say that India is one of 
their eight key markets globally and they want to be 
seen as an outfit that believes in sustainable develop- 
ment. “There is a lack of skilled mechanics for CNG- 
run vehicles; we are helping some people develop a 
vocational skill, and, finally, we are in the same busi- 
ness," says Nicole McMahon, director (policy & cor- 
porate affairs), British Gas India. Similarly, Samsung 
has kicked off a 'Digital Hope Programme' across 


| Asia to bridge the digital divide. In India, Samsung 


jects that are business centric. “The CSR initiatives | 
should become a part of the business process.” | 


Based on his experience in Corporate India, he ar- 
gues that because of the accent on philanthropy and 
the lack of a well-defined process, the implementers 
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has partnered Development Alternatives to set up 10 
Information and Communication Technology cen- 
tres in 10 villages. These will be run by local entrepre- 
neurs who will teach villages about computers, how 
to use the Internet, and similar things. Remember, 
Samsung has positioned itself as a global technology 


| major and is betting heavily on the digital platform. 


So, if being associated with the film Matrixis one way 
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of being allied with all things digital, the Digital Hope 
Programme is another. 

Inaneraofno free lunches, the attraction that the 
business-centric model of CSR holds is obvious. But 
if more Indian companies are to adopt that, some 
other things, too, need to change besides mindsets 
and developmental needs. The links between good 
CSR and good business have to be established 
clearly. Sure, even overseas there is still no way that 
the capital markets reward good CSR practices di- 
rectly, or are willing to overlook other flaws in lieu of 
good CSR. But experience shows that substantial 
benefits do flow in different ways. 

For one, there is little negative discrimination. 
The biggest area in CSR that MNCs are today focus- 
ing on is cleaning up the supply chain. One of the 
most celebrated cases in recent years was when cus- 
tomers shunned Nike when they discovered that it 
employed child labour in developing countries. In a 
world where low-end manufacturing work is shifting 
to the developing countries, activist consumers are 
making sure that companies aren't exploitative in na- 
ture. Adding edge to their activism is the seamless 
flow of information globally in an increasingly net- 
worked world, which is making it very difficult to 
keep questionable practices secret. 


This kind of consumer behaviour is still absent | 


here, though we have benefitted indirectly. Aqueel 
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Khan, director of Association for Stimulating Know | 
How (ASK) says that some of the largest names in re- | 


tailing globally — Conran, Ikea, Bodyshop, etc. — | 


who have at one time or the other sourced glassware, 
brassware, and other goods from the Moradabad- 
Ferozabad belt, have all worked with NGOs to im- 
prove the lives of the children employed there. For 
example, ASK runs an NGO called Sankalp that was 
started with funding from Conran. Sankalp works 
with 200 children who are a part of the local brass- 
ware industry on issues like education, health and 
nutrition. Conran used to source brassware from 
Moradabad and though its levels of sourcing have 
fallen, it still supports Sankalp. 


Then, research in the West shows that investors | 
are increasingly questioning companies on corpo- | 
rate social practices and are allying with those that | 
have high respect for CSR. In fact, there is a whole | 
ecosystem being built around this idea — with out- | 
fits like Ethical Investment Research Service, a UK- | 


based, independent researcher of ethical, social and 
environmental practices advising outfits like Gold- 
man Sachs, JP Morgan, Credit Suisse, Merrill Lynch 
and Standard Life on CSR practices of companies. 
Moreover, the likes of FTSE and Dow Jones are 


coming up with indices such as the FTSE4Good and ` 
the Dow Jones Sustainability World Index. The ` 
FTSE4Good is an index comprising stocks of compa- _ 
nies with good CSR practices. To be a part of | 


FTSE4Good family ofindices (FTSE4Good Global In- 
dex FTSE4GOoodUK and FTSE4Good Europe, 


among others), you need apply to the 
FTSE4Good applications committee, 
which, on the basis of extremely strin- 
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gent criteria, takes vou in or keeps you 
out. Numbers also show that the 
FTSE4Good indices do outperform other broad- 
based indices. Now while that is because the better 
(and smarter) companies are on it, it does positively 


reinforce the whole idea of CSR. 


Finally, the CSR awareness levels are far higher in 
theWest among corporates — companies have vice- 
president level people heading their CSR initiatives, 
while power-houses like Carly Fiorina (chairman, 
Hewlett-Packard), Michael Eskew (chairman, UPS) 
and Arthur Levitt (ex-chairman, US Sec) address an- 


nual CSR conventions. 


In the absence of all this, it's quite unlikely that 
CSR in India will change from being more philan- 
thropy-centric to more business-centric in the near 
future. However, some feel that there is one powerful 
force that could push Indian companies towards the 
business-centric CSR model. They say that as India 
becomes the world's back office, it's not impossible 


that some organisation will 
bring attention to the long 
hours that Indian BPO workers 
have to maintain. (This argu- 
ment may also be used by 
those losing jobs abroad to 
draw attention to their own 
plight.) Already, parents, doc- 
tors and psychiatrists have be- 
gun raising concerns over the 
harmful side-effects of BPO ca- 
reers. Attrition rates are high 
and the word ‘tech-coolies’ is 
commonly used. Even if you 


argue that unlike coolies, tech- 


coolies can still exercise choice, 
the concerns still remain. So it's 
perhaps no coincidence that 
BPO firms, as a class, offer the 
best working environment for 
their staff — cafeterias, recre- 
ation centres, educationai tie- 
ups to help BPO staff get higher 
degrees, and so on. 

But, in a country like India, 
there is so much to be done, it 
doesn't matter whether com- 
panies take the business-cen- 
tric view or the philanthropy- 
centric view. Says Nanni Singh, 
executive director, Youthreach, 
an NGO, pragmatically: "Com- 
panies can interpret whatis the 
right CSR for them as long as 
they are willing to look beyond 
their noses." = 
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The state of CSR 


| Between May and October 2003, the Social and Rural Research Institute, a specialist unit of IMRB, polled 536 
companies across India on behalf of Partners in Change. These companies, with turnover upwards of Rs 25 crore, 
were randomly selected from a CMIE database of 5,928 companies. PiC conducts this survey once every two years 
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The Winners — — 1 
r No.1 Lupin: Bharatpur’s 
parallel government 








ITHIN Rajasthan's Bharatpur district, 
wherever Sita Ram Gupta goes, he is 
mobbed. By villagers, their wives, little 
children, the sarpanch and other hon- 
chos, and so on. Gupta is no politician, 
nor a film star, nor a holy man, the three classes of 
people whom villagers typically flock to. This ex-as- 
sistant engineer of the Rajasthan State Electricity 
Board today heads Lupin Human Welfare and Re- 
search Foundation (LHWRF), an NGO run by Lupin. 
Though Lupin does such work in Maharashtra, Mad- 
hya Pradesh and elsewhere in Rajasthan, the scope 
of its activities in Bharatpur is so extensive that it is 





often perceived as a parallel government. In the last | 


14 years since it was set up, LHWRF has put up 125 
schools (either singly or with government help), pro- 
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vided for drinking water facilities in 80 villages and 
helped 25,000 people cross the ‘poverty line’. That ex- 
plains Guptas hold over his ‘constituency’. 

Yet, it's not as if Gupta has done all this without 
any government support. In fact, at the heart of 
Lupins corporate social responsibility model lies the 
idea of convergence. "We put in some money, the 


| government some more and the local community 


that benefits puts in the rest," says Gupta. So far, 
some Rs 100 crore has been sunk in development 
projects. Of this, Lupin has invested Rs 10 crore, the 
villagers Rs 20 crore and the government — both 
state and centre — the rest. "The private sector, be- 
cause ofits profit orientation, is able to both leverage 
funds and also use them efficiently," says Subodh 
Agarwal, Bharatpur collector and district magistrate. 

Gupta's model is simple. He first creates a local 
body at the village level, typically 11-21-member 
strong depending on the size of the village. The vil- 
lage chooses the members of the local body; it's 
mandatory to have women and scheduled caste and 
scheduled tribe representation on it. This local body 
figures out whatis of priority there and LHWRF deliv- 
ers that. “What's the use of doing a polio eradication 
programme in a village where the villagers have to 
travel 15 miles for water?" asks Gupta. LHWRF also 
insists on another thing — participation of the vil- 
lagers in whatever projects it executes. It could be 
money, land or labour, but it has to be something. 

It hasn't been easy. In the early days, villagers were 
unwilling to participate, as they were used to govern- 
ment funds without preconditions. But Gupta — he 
joined LHWRF in January 1989, barely four months 
after it had started — says you get actual buy-in from 
the villagers only when they have shared the respon- 
sibility. He is also astute enough to involve all the 
powers that be — the local administrator, the politi- 
cian, the village chief, the local cop, and others — in 
all activities. He also does a little bit of pomp and 
show at the beginning or the end ofa project. 

You meet Lakshman Singh, a 58-year-old owner 
ofa bee farm. Before Lupin intervened, he was a poor 
farmer, making a few thousand rupees a year. Then 
in 1996, he attended a seven-day course organised by 
Lupin on bee farming. Gupta helped him take a 
Rs 10,000 loan from the local bank to buy five honey- 
combed 'bee' boxes and some sundry instruments. 
With honey becoming a popular product, Singh's 
business kept growing; today he makes around Rs 10 
lakh per annum, while his customers include com- 
panies like Dabur. 

While there are only 40 other Singhs, there are 
many who make Rs 4 lakh-5 lakh from beekeeping 
alone. Then there are countless others whose wives 
havent died during childbirth as Lupin built a road 
connecting the village to a hospital, and numerous 
children who have gone to school. These days every 
politician in Bharatpur woos Gupta to campaign for 
him. But that's a temptation he has resisted so far. Bi 
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No.2 Canara 
Bank: Lending a 
helping hand 


ANARA Bank chairman R.V. Shastri says the 
bank gets its philanthropic streak from Am- 
membal Subbarao Pai, the founder, who 
came from a pretty humble background. So 
giving back is a part of the banks culture. In 
the 1960s, way before nationalisation, the bank gave 
educational loans to students at soft rates. Today, 
each of its 47,000 employees donates three rupees 
per month to a social cause of their choice — Rs 16.9 
lakh annually. And that's outside of what the bank 
spends on CSR annually: roughly Rs 10 crore or 196 of 
its profits. Employees say its CSR programme goes 
far beyond what the government mandates for PSUs. 

Like Lupin, Canara Bank's CSR projects fall 
mostly within the ambit of community develop- 
ment. Its main thrust is on giving vocational skills to 
unemployed people. Canara Bank general manager 
(priority credit wing) R. Prabha, who overseas the 














CSR programme, says the trickle-down 





effect is enormous. Since 1988, he esti- | RESPONSIBILITYAWARD 
mates the bank has trained 1.30 lakh - 2003 


people. One big initiative is the Rural En- 
trepreneurship Development Institutes, 
where the bank has partnered the Syndicate Bank 
and the Dharmastala Manjunatheshwara Educa- 
tional Trust to set up 20 vocational training centres 
across India. Then there are the projects it does alone 
— like artisans’ training and computer literacy. 
Maruti, a 14-year-old boy from Uttar Pradesh, 
learns to carve wood at the KPJ Prabhu Artisans Trai- 
ning, Production and Marketing Centre at Joga- 
radoddi near Banga- 
lore. The bank feeds 
him, clothes him and 
provides shelter. Ma- 
ruti isnt sure what 
the future holds for 
him. But Radhakris- 
hna, who came out of 
the centre, could en- 
lighten him. Radha- 
krishna runs a shop 
at Bidadi near Joga- 
radoddi and makes 
Rs 10,000 a month 
sellingcarvings. W 
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No.3 Gujarat 
Ambuja Cements: 
No charity please 


OTIBEN’s self-confidence seems typical 
of the urban youth in India. Only she is far 
removed from urban realities — in Sand- 
hanidhar, a village of about 1,800 people 
in Saurashtra. She is part ofa womens self 
help group, Pragya Mahila Mandal, which earns 
Rs 1,000 a day from collecting and distributing milk 
alone. The mandalhas done enough sterling work to 
be noticed by the chief minister; Motiben has met 
Narendra Modi twice. She says if it weren't for the 
programme initiated by Ambuja Cement Founda- 
tion (ACF), she wouldn't have become self-reliant. 

Motiben is one of many who have been helped by 
ACE A non-profit organisation set up by Gujarat Am- 
buja Cement (GAC) in 1993 in Kodinar, Saurashtra, it 
now extends across seven states, touching the lives of 
4.5 lakh people in nearly 300 villages. 

ACF does not associate itself with 'corporate phil- 
anthropy. Haribhai Mori, senior manager, ACE says: 











"Charity... makes the stakeholders of a project com- 
placent. Every project that we have involves some 
contribution by the stakeholders." Part of the Rs 3 
crore-5 croreit mobilises every year comes from GAC 
and the rest from the government and other trusts. 

ACF projects are simple and need-based. So, wa- 
ter harvesting gains priority in Saurashtra, a drought- 
prone area. The projects also aim at generating self- 
reliance. In Bhuj, ACF did not 'adopt' any village 
during the earthquake rehabilitation. Instead, it set 
up masonry camps so locals could build houses — 
and have a career option. 

Recently, the Gujarat Salinity Cell invited ACF to 
work with it after ACF cleared 12 wells near the coast 
of saline water. But 
ACF's biggest success 
story is that of Hunny 
Saini, a mentally- 
challenged girl. Teac- 
hers at ACF's special 
school in Ropar en- 
couraged her to take 
up sports. And earlier 
this year, Hunny won 





a gold medal in bad- 
minton at the Dublin E 
SpecialOlympics. B £ 
z 
IRSHAD DAFTARI : 
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R. Prabha at a 
sericulture project 
in Karnataka 





Motiben (sitting) 
at the Pragya 
Mahila Mandal milk 
co-operative in 
Sandhanidhar 











ITC: CSR as a 
business model 


Tisironical thata cigarette manu- 
facturer should be one of India's 
first companies to look at sustain- 
able and eco-friendly production 
as part of its corporate social re- 
sponsibility. But, driven by chairman 
Y.C. Deveshwar himself, ITC has been 
doing just that. 

ITC's A Commitment Beyond the 
Market initiative is a mutually benefi- 
cial model, where social development 
is integrated with its businesses, in- 
cluding cigarettes, paper and paper- 
boards, food products, and hotels. So, 
while its farm and social forestry pro- 
jects aim at increasing forest cover and restoring eco- 
logical balance, for ITC, it creates a sustainable sou- 
rce for timber. Its watershed development projects 
improve soil content in dry lands, giving ITC a bigger 
sourcing area for agricultural inputs. Or take 
e-choupal. By providing online market-related infor- 
mation, ITC not only empowers farmets, but also 
gains from more reliable and better quality inputs. 

ITC has a written policy on CSR and has identi- 
fied specific people to head the respective projects. 
The board reviews the projects once a year and the 
corporate management committee, headed by De- 
veshwar, twice a year. In 2002-03, it spent Rs 17.94 
crore on various projects, including for women em- 
powerment and education. m 


Wipro: Moulding 
a generation 


HIS company may not have a 
written policy on CSR, but it 
has the qualifications to make 
it to our list of finalists. Part of 
Indias knowledge economy, 
Wipro is doing what it knows best. 

The Applying Thought in Schools 
project aims to enhance the quality of 
learning for school-going children by 
providing a six-month intensive train- 
ing for teachers and school principals. 
The focus is on encouraging indepen- 
dent and creative thinking, building 
problem-solving skills and helping 
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Chairman Y.C. 
Deveshwar reviews 
the CSR projects 


Chairman Azim 
Premji wants to 
inject creativity 
into the education 
system 
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children become what 

s CORPORATE SOCIAL 
they want. Initially, | REspoNsIBILITYAWARD 
Wipro has chosen to 2003 








cover English-med- 
ium private schools in 
urban areas. As the company says, "All sections of so- 
ciety (both the haves and the have nots) face the 
same problems as far as the issue of quality of educa- 
tion is concerned. In this sense, everyone is disad- 
vantaged." To ensure the programme is sustainable, 
the project also trains parents ofthe school children. 
Wipro started the project closer home, in five 
schools in Bangalore, and has now taken it to 80 
schools across 10 cities. So far, it has trained 1,800 
teachers at a cost of Rs 1.44 crore. 


All thisis outside ofthe work done byWipro Cares 
* 


and chairman Azim Premji's own foundation. 


M 
a 

Indal: Breaking 
income barriers 

HE Birla ESL 

have been 

at the fore- 

front of 

philan- 
thropy in India. At 
group company 
Indian Aluminium 
Company (Indal), 
the mission state- 
ment is: “To pursue 
the creation of 
value for all its cus- 
tomers, share- 
holders, employees and society at large’. 

Indal realises that operating in rural underdevel- 
oped areas means that income gaps between its own 
employees and those not employed by the company 
get highlighted. Hence, it tries to improve the stand 
of living of the local host community near its operat- 
ing units. Key among the programmes it takes up are 
health, literacy, skills training and income genera- 
tion. Other programmes include hygiene, sanitation, 
environment programmes and water harvesting. 

While Indal already has documents on environ- 
mental policy and energy policy, it is still in the 
process of working out a document on its corporate 
social responsibility. Currently, it carries out various 
development activities under the aegis of the Aditya 
Birla Centre for Community Initiatives and Rural De- 
velopment run by Rajashree Birla. CEO S.K. Tamotia 
and vice-president (HR) A.K. Basu review the pro- 


jects on a quarterly basis. And last year, it spent a total 
of Rs 69.26 lakh on CSR programmes. fe 


SANJIT KUNDU 


Chairman Kumaramangalam Birla con- 
siders CSR an important business goal 
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Tryst with high-flying Kerala Bankers 


Emerging Trends: 


Ls 


“"""he declining interest rate has brought about various changes in 
! the banking industry and most of the south based banks are fully 
gearing up to sentinel themselves with an assortment of 
innovative products to meet the future demands. The emerging trends 
are that all bankers in the south have started to equip themselves with 
the latest of IT and are on par with thé-new generation banks in terms 
of products and services. They believe that in the future it is going to be 
the volume game and have to sustain growth for which many measures 
on retail banking have been taken on the positive stride. The bankers are 
now in the process of cleaning up their balance sheets and are also 
striving hard to nullify their NPA. The unique feature of banks in Kerala 
is that they largely depend on NRI deposits. Hence special care is being 
taken so as to make overseas money transfer an easy pleasant 
experience. With the knowledge-based industries especially the 
software industrv looking at an entry in to Kerala there are lot of 
expectations among the banking circles. The banks here expect changes 
for better and are likely to grow beyond expectations. 


Banking on Growth 
& Profitability 


THE FEDERAL BANK LTD is a regional 
banking giant with strong national presence 
and global reach. Federal Bank has grown 
to become India’s largest private sector 
bank in the country and is now the largest 





scheduled commercial bank in Kerala. For 
well over 7 decades Federal Bank has been known in Kerala for its 
outstanding quality in financial products and services. The operating 
profit of the bank as per the financial results in Sep 2003 show that 
there has been an increase in the operating profit by 46.43% to Rs 
235.68 Crs and the net profit increased to Rs 77.73 Crs (51.40%). The 
Net NPA decreased to 4.49% despite classification of assets under 90 


days IRAC norms. The Asian Banker has ranked Federal Bank 25 in the 
list of top 300 Asian Banks. 

“In the last couple of years we introduced technology enabled 
products this helped us to add more customers and more business in 
the rural areas, Our 170 ATM ‘s and our banking styles has changed 
perceptions of people in Kerala, We looked at creation of quality assets 
and reoriented towards granting loans to AAA companies. The credit 
appraisal systems were fine-tuned which helped improve corporate 
loan book. Today we have a strong presence in corporate lending. By the 
end of Dec we are going to be the first old generation bank to have 
interconnection. At Federal Bank our vision for the future is an 
essential ingredient to our success. It helps us stay on course and gives 
us a shared view of what we want to become - a bank of choice, 
worldwide, We build personalized relationships with customers to 
grow our business .Our values of customer service and strong 
fundamentals define how we conduct ourselves and mould our 
business approach and objectives. As we expand and grow we strive to 
maintain these same values, undiluted. By this year we may become a 
20,000 Cr company,” says K.P. Padmakumar, Chairman. 

Federal is unique on several fronts. Its pioneering sprit, customer 
focus, will to adopt and absorb positive trends; high productivity, 
professional management etc are some of the facets of its uniqueness. 
They strongly believe that service without an element of human touch 
is incomplete and strive to offer personalized services to their clientele. 


Blending tradition 
with technology 


The South Indian Bank (TSIB) at Trissur 
is a renowned name in Kerala and has a 
public trust and tradition of over 74 years. 
Translating the vision of the founding 


A. Sethu Madhavan 
Chairmon, TSIB 





fathers as its corporate mission, the bank has 
during its 74 year long sojourn been able to 
present itself as a vibrant, fast growing, service oriented and trend 














| The new face of perfect banking ! 





The Catholic Syrian Bank Ltd. 


CSB... Support all the way 


alappila 


setting financial intermediary. SIB has a strong presence in the country 
with over 400 branches and 78 ATM's of which 240 branches are 


located in Kerala and plans to add 10 new branches and many more - 


ATM centers by the end of this fiscal vear. 
"TSIB achieved a net profit of Rs. 72.33 crores last vear, and aims to 
end the current fiscal year with Rs 12,500 crores. About 3896 of the 


Bank's deposits have been contributed by the NRIs, who remain the | 
backbone of the Bank's clientele. We are now on a growth path and | 
| „The competition in the market is very intense and we have found that 


according to the perspective plan drawn up for the next five years, apart 
from the various other benchmarks, we aim at achieving a total business 


level of Rs. 23,000 crores by the year 2008, with a net profit of 140 crores | 


and a branch network of 440," says A.Sethu Madhavan, Chairman, 
TSIB. A writer & novelist of repute, Madhavan has won the,” Sahitya 
Academy Award,” twice. 

TSIB has entered in to technological alliance with Infosys 
Technologies Ltd, for introducing a centralized core banking solution, 
Finacle; this is one of the major IT initiatives taken by the bank to be on 


par with the new generation banks. As of now 175 branches are on the 


network and few more will be added by the end of the year. TSIB has 
tie-up with ICICI Prudential and United India Insurance Co. for 
distribution of life and non-life products. 

"Our intention is not to convert the Bank as a hi-tech Bank, and as a 
Bank in its Platinum Jubilee Year of existence, built up on traditional 


values, our motto will always remain as blending tradition with | 
_ commercial banks i.e., Thiyya Bank, 


technology. While continuing our emphasis on personalized customer 


service, which has been our forte all these years, our aim will be to | 


leverage technology for improving the overall quality of service, 
increasing income and cutting costs. I earnestly hope that by using the 
various tools at our command, we will be in a position to add value to our 
services in a significant way in the coming years, “Sethu Madavan said. 


Gods own Bank 


State Bank 
of Travancore 
(SBT) was 
originally 
established as 
Travancore 

Py Bank Ltd. in 
< 1945 sponsored 
by the erstwhile 
MD, SBT ° 
Princely State 
of Travancore. Under a special statute of the 
Indian Parliament (SBI subsidiary Banks 
Act 1959) it has been made an Associate of 
the State Bank of India and a member of the 
State Bank Group, the largest banking group 
in India. SBT has 670 branches through out 
India of which 551 branches in Kerala. SBT 
is the most preferred Public sector Bank in 
Kerala. SBT has 2296 markets share in 
Kerala. 





Understanding the demands of future, SBT had radical IT 
initiatives in place couple of years ago and all 670 branches are 
online, achieved the status of being called Tech-Savvy bank much 
ahead of other banks in the state. “ We feel that we are in the right 
path and will put in all our best efforts to sustain growth. We are 
benchmarking our NPA and believe that in the near future we will 
lower it down to 0%. We are responding to the market vibrantly by 
recalibrating the cost of product and also by introducing new products 


if we offer right price and properly deliver goods, there is always 
place for more market. We have grown this year by 115%. Our focus 
will be on creation of more quality assets to maintain the bottom line, 
Kerala is God's own country and SBT is its own bank and people 
realize this,” said Amitabha Guha, MD, SBT 


Outfitted with All 
Components of a 


castigatory leader 


LORD KRISHNA BANK LTD. (LKB) 
came into existence in 1940. During the 
initial years, the bank was operating at a 
very modest level in the 60's; three 





V.K. Gupta 
Dy Managing Director, LKB 


Josna Bank and Kerala Union Bank were taken over by Lord Krishna 
Bank. LKB is currently operating with 96 branches and by March 2004 
there will be an increase of about 18 branches making it 114. LKB 
offers 27 ATM centers but their tie up with HDFC (with about 700 
ATM's) for the ATM services makes it very convenient for the LKB 
clientele. “The present business level is Rs 2,750 Crs and is expected 








Widespread customer base. 
Close-knit relationships. 





For the last 77 years, Dhanalakshmi Bank has built up a tradition of deep-rooted relationships. 
On the firm foundations of trust, growth and service-mindedness. And has today become à 


leading scheduled bank of Kerala with over 161 branches across the nation. 
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to cross the Rs 4000 Crs mark by the next fiscal year. The bank has also | enjoying the good will of our customers, which is our major strength. 
reduced the cost of deposits to 7.7 per cent. LKB has a tie up with | DLB is a customer-centric organization, with a strong national 
ICICI Prudential & Bajaj for providing Life Insurance and Non Life | network, leveraging its network in Kerala, capable of delivering 
policies that has resulted in making the bank vibrant and fast growing | multiple financial products in a cost-effective manner, using state of 
says V.K.Gupta, Dy Managing Director. Though relatively a small bank | the art technology, engaging a pool of skilled personnel, and ensuring 
in size, LKB is outfitted with all components to bea castigatoryleader. | reasonable value addition to the shareholders and other 
I gave priority to set up systems and procedures .We | stakeholders," Menon added. 
implemented various measures to put a check on NPA and hopefully 


in the time to come we will nullify it. We are looking at weak accounts New Image For A 


and are attending to it on a priority basis. As a part of our IT initiatives Ñ 
we have introduced Core Banking Solutions and anywhere any time | Br ighter Tomor TOW 
banking. Our R&D is working on creating innovative products as well. 
This has enabled us to provide superior quality service .We are The Catholic Syrian Bank Ltd, (CSB) 
working in partnership with Western Union Money Transfer and | came in to existence Eighty-Two years 
many foreign agencies to make overseas money transfer easy. We are | ago, Thrissur, which in later years 
growing qualitatively and quantitatively and have team spirit and | acquired the unique distinction of being 
excellent work culture. In order to spread our wings and expand | acenter with the highest concentration of N.R. Ache 
business in the country we have plans to open more number of | banks in the South. The founder Chairman, CSB 
branches and to tie up with various agencies. I am bringing family | directors of the bank were peoplé of eminence known for their 
culture in the organization so that every employee feels this is my | foresight, integrity and initiative. The policy they laid down has been 
bank and mine should be the best. This is our mantra to be the best consistently upheld by the successive generations who guided the 
bank in the country," Gupta says. destiny of the institution. At present, the bank has a network of 332 
| branches/extension counters, which includes 5 NRI branches, 5 SSI 
Redefining branches, 5 industrial Finance branches and 5 Service branches apart 
I ë from 16 ATM's. The majority of CSB branches are in Kerala (293). 
Relationship Greater part of the deposits come from NRI's and accounts for 34%of 
B anking the total deposits. The position of deposits and advances at CSB as on 
30 Nov stand at Rs 3506 Crores and Rs 1471 Crores respectively and 

The Dhanalakshmi Bank Limited (DLB) | CRAR is 11. 73%. The Bank also plans to open more number of 
headquartered at Thrissur in Kerala, | branches in a phased manner in the near future. 
started seven decades ago at a time when Acknowledging the importance of technology in today's business 

K.A. Menon banking was less known to the people. The | environment, the Bank has embarked on a computerization program 
acie Dick DLB DLB has today 161 branches spread over | named "Business Intelligence System" which envisages connectivity 
India. The bank has ambitious plans for growth in branches, total through Virtual Private Network between all CSB branches, and 
business and profits. The bank has achieved substantial sophistication provides related State-of-the art services like fast clearing, any branch 
in the various banking services provided. Of the 161 branches, all banking, Internet Banking, and generation of powerful Management 
branches are computerized and classified NRI banks .The bank is in | Information Systems which will provide vital statistics in taking 
the process of implementing executive decisions. " Our core strength is our 83 years of confidence 

Core Banking Solution and by March 2004 it is expected that 100 | and presence which has enabled us to grow in size. On the technology 
ATM's will be in place.” We will be a totally different bank in about | front, CSB is guided by the policy of a "Bank with a Bank, and not 
6months —1 year once our IT up-gradation is in place .We wish to be | with a branch". We are in the process of networking our branches and 
known as the oldest among the new generation banks," said thinking big globally. On successful completion of our Business 
K.A.Menon Executive Director, DLB. The bank has already achieved intelligence system, we will be in a very advantageous position and 
Capital Adequacy Norms prescribed by the RBI by achieving 10.45% strengthen our foothold in semi urban areas as well; there is more 
in March 2003. money flow here,” says N.R.Achan, Chairman, CSB. 

DLB is gaining considerably by their partnership with MetLife Achan said, “I envisage the deposit growth of RS 800 Crores and 
(Life Insurance), United India Insurance (Non Life Insurance) and | the advances growth of Rs 600 Crores this current fiscal year. Our 
cash management services. “ We are to a large extent working for the target is to achieve total business of Rs10, 000 Cr by 2005.Keeping in 
empowerment of women, which was popularized by a Kerala based | mind the scenario of falling interest rates and to increase our business 
NGO. We wish to focus more in this area and work with the Kerala | volumes we tied up with Birla Sun Life as corporate agents. I foresee 
Government and NGO's in this direction. About business expansion | sale of policies with an annualized premium of Rs 500 Lakhs by the 
we are aiming at middle and small market segments and will be | endofthis fiscal year. We will soon be the corporate agents for general 
opening more branches and are also keen on more tie-ups. We are | insurance as well." 
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HOOSING a home loan has 
never been tougher. Yes, with 
all these cheap interest rates 
floating around, you as a cus- 
tomer are faced with a happy 
predicament. The banker 
finally seems to be your friend. He calls 
you in the morning, day and evening. 
He remembers your name and offers 
you the best deal. He meets vou and 
tries to convince you to take a loan to 
buy your dream home. And in case if 
you have only a vague idea of your 
dream home, the banker friend might 
also help you decide on the property. 

With all these friends to help you, it is 
advisable that you look at the choices 
objectively and arm yourself with the 
requisite information. 

Before deciding on a lender (and be- 
fore a lender evaluates you!), one of the 
first things you need to grapple with is 
the choice between a floating and a 
fixed rate of interest. Floating rates 
swing both ways. Though they are set to 
fall marginally in the next few months, 
the fact is that they could rise in the long 
term. The rates that the lenders an- 
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nounce are for new borrowers. Of late, 
they have also started giving limited pe- _ 
riod festive offers. While this is great | 
news for new borrowers, itleaves people ' 
who took a floating rate loan a few years - 
ago with a sinking feeling. This is due to ` 
a basic flaw in the floating rate loan | 


arrangement on account of the respec- 


tive benchmarks of interest (read: prime : 
lending rate or PLR) not keeping pace | 


with the fall in interest rates all across. 


As anew customer you get the best | 
deal as offers are at sub-PLR interest | 
. lender and the borrower take equal in- 


rates. But ifyou are an existing borrower, 


you will have to take the initiative to — 
strike a better deal. For example, take | 
someone who took a floating rate loan | 
one year back for 20 years at the rate of | 
1196 and now pays 9.5%. As against this, 

|! home loan to the SBI Medium Term 


a fresh loan for the same tenure is avail- 


able at 8%. This is only because the | 


BUSINESSWORLD 60 29 DECEMBER 2003 






ANTHONY LAWRENCE 





ONE 


' lender didn't cut its PLR (to which the 
|! floatinginterest rate is pegged) to the ex- 


tent of the fall in rates. Just imagine, if 
the homeloan market grew by Rs 40,000 
crore (fresh loans disbursed) in the last 
fiscal and on an average, the lenders in- 
creased their spread by, say, 100 basis 


| due to the above, then the home loan 


customers stand to lose Rs 400 crore! It is 
a serious consumer rights issue. 
Lenders benefit more than the borrow- 
ers in the above situation. The anomaly 
in the contract is that while both the 


terest rate risks by entering into a float- 
ingrate contract, the rewards are shared 
unequally by the two. 

Consider three of the bigger banks. 
The State Bank of India (SBI) pegs its 


Lending Rate (MTLR). It has reduced 
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the MTLR seven times since May 1998. _ 
These seven cuts caused the MTLR to | 
fall 1.75% to the present 11%. HDFC ` 
pegs its home loan to its Retail Prime | 
Lending Rate (RPLR). The RPLR has ` 
_ bank offers loans to prime borrowers. 


been reduced 12 times since June 1999 
when it was 13.5%. Currently, the RPLR 


is 9.7576, the same level as ICICI Bank's | 
Home PLR. ICICI Bank has cut its Home ` 
x for these loans is still the PLR. So the 


PLR 5 times since November 2001 when 


it was 11.596 (it started its floating rate x 


product then). 


What this indicates is that the timing - 
and reduction of the PLR applicable for | 
home loan is not all that transparent | 
_ existing floating interest loans can be 


and a customer might not know when 
he is suppose to expect the cut. From 


Factors to consider while choosing your loan 
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the analysis ofthe trend in movement of 
. ICICI Bank does it every quarter. ABN 
. Amro does it every six months. But the 


PLR itis clear that competition has been 
the main driver in reduction and the 
timing of reduction for the PLR. The PLR 
is supposed to be the rate at which a 


Due to increased competition, banks 
offer rates well below PLR to new cus- 
tomers. However, the reference point 


banks can offer the best deals to attract 
new customers but when it comes to 
changing the rates, it depends upon the 
change in PLR. The banks have a system 
of reset dates. These are the dates when 


repriced in case the PLR changes. HDFC 


considers it every three months while 


important thing is that if a bank does 


, not reduce its PLR, it is hard to get a re- 
| duction in the rate. 


You might argue that you could 


| transfer your loan to another bank in 
_ case the existing lender does not reduce 
. rates in the future while it offers lower 
| rates to newer customers. Loan transfer 


is something that is best avoided. There 


| is a standard 2% penalty on it. (The fact 


that the new lender will finance your 


. penalty charges also is no consolation.) 
| So the penalty cancels out the lower in- 


terest rate that the new lender might of- 
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fer you. Also, the existing lender will in- 
sist that you clear up the loan first and 
then only will the property documents 
be released. And the new lender will 
refuse to release the loan without the 
property documents! I am sure bankers 
fix up a date on which the documents 
are exchanged and loan is transferred 
but the loan transfer process takes time 
and effort. So choose the lender and the 
loan option sensibly. 

A lot depends on your eligibility. 
Simply put, if you dont really need the 
money, all banks and finance compa- 
nies will offer you unbelievable rates! 
Having three years of good credit history 
is a pre-requisite. If you feel that the loan 
you can get is inadequate, make your 
spouse (if he/she is earning) a co-appli- 
cant. Look for a bank that accepts other 
co-applicants like your father or son. 
Combined income levels will help vou 
get bigger loans. And did you know that 
if you are about to get married, your fi- 
ancée' income, too, can be considered 


UE 





Fixed vs Floating Rate 


Go for a fixed rate loan: Interest rates have fallen over 5% in the last four years. infla- | 

tion is at above 5% and rising. How low could interest rates go in next few years? | 
The first couple of years of the loan is the period when you pay the most interest : 

cost. Forecasting the outlook is tough. Negotiate hard on the fixed rate and buy 

peace of mind. A 0.50% reduction in the rate for a 15-year loan (assuming the rates 

do not shoot up again) would mean a Rs 28.64-per-lakh reduction in EMI. That's less 

than your monthly cable bill if you take a Rs 10-lakh loan. 

It is a fact that banks are queasy about passing on the complete benefit of falling — : 
rates to existing customers in the floating rate option (while at the same time, offer- | 
ing lower rates to new customers). As a borrower who took his loan a few years back x 
says: "It's more of a floating rate for the bank than for the customer." 

Go for a floating rate loan: As another prospective borrower puts it: "The rates are 

falling and the floating interest rates are lower than the fixed rates. By taking a float- 

ing rate loan, | minimise my interest cost at least for the first 1 - 2 years when | don't 

feel that the rates are going to rise. Further, nothing beats the 6% interest rate offer 

for the initial period when the interest burden is the highest!" If you are one of those | 
who believe that the days of high interest rates are not coming back, then it makes | 
sense to go in for a floating rate loan. With banks under pressure passing on the ben- 
efits to existing customers, and customers becoming more aware, you could get | 
your bank to pass on timely benefits in the case of a future fall in interest costs. | 
Mix them up: If you are unable to make your mind one way or the other on the fixed : 
versus floating interest rate choice, take both. Yes, you can take part of the loan on 
the fixed interest rate and part of it on the floating rate. This way, you further hedge 

your bets. Some banks allow only specified proportions between fixed and floating x 
rates while others allow you to define how much you would like on fixed interest and | 
how much on floating rate interest. 8B — 
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For 10-years data and details on other charges see 'Your Borrowings’ on page 84 | 
* Fixed for the first 3 yrs ^ Festive offer rates **EMI per Rs 1 lakh 


Housing Finance Options 


Source: Apnaloan.com 


for getting a loan sanctioned on your 
combined income? The disbursement 
of the loan, however, will be done only 
after you submit the proof of your mar- 
riage. Moreover, with variable pay be- 
coming the order of the day, make sure 
that the lender includes the incentive 
and annual component of your income 
in his evaluation. 

In the case of salaried people, things 
are relatively easier as the income is reg- 
ular. Persons with irregular cash flows 
have to put in an extra effort to get the 
maximum loan amount possible. If 
your income comes from more than 
one source, check if the bank considers 
all of them. Proper accounting of all in- 
comes makes it easy for the bank to 
evaluate your eligibility. 

Most banks give loans up to 85% of 
the property value in case of purchase of 
new property. The banks can be flexible 
for a few percentage points but this 
again depends on your profile and ne- 
gotiation. The limits are different for 
loan taken to buy an old house (usually 
80%). If you are buving just the plot, 
then you'll get about 70%. 

If you are taking the loan for renova- 
tion, 80% of the amount can be financ- 
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ed. Nowadays, builders do extensive in- | 


terior work. By including that in the total 
cost, you can get a bigger loan. 


In most cases where you are looking | 


for aloan for a new property, the builder 


would have tied up with a bank. This | 
might get you a better deal as the builder | 


is getting the bank many customers. But 
you need to get a sense of the overall 
cost savings. It is possible that what you 
perceive as lower rates are being recov- 
ered by the builder as additional costs. 
The most logical point to start your 
search for the right lender will be the 
bank or finance company with which 
you have an existing relationship. That's 
just a starting point. Always evaluate at 
least four options. The fact whether di- 
rect selling agents are co-ordinating 
with you or you are dealing with the 
bank directly can make a difference. 
And it matters if the person co-ordinat- 
ing with you is experienced or a new re- 
cruit. But these are peripheral 
issues. The big factors 
are the rate and trans- 
parency A specialised e” e 
agency like 7 
Apnaloancom can 4^ 
offer to get yua V 
better deal at no 
cost. Apnaloan has 
started to auction loans 
on behalf of customers to 
various banks to get them 
the best deal. With options 
like these, you can either take profes- 
sional help or shop around for the best 
deal. As Madhumita Ganguli, general 
manager, HDFC, puts it: "Along with 
competitive rates, the consumer is look- 


wat? ano" 





ing for quality of service and trans- 
parency in terms of contract and rates.” 
Let's now take some specific cases. 
ABN Amro has offered the lowest start- 
ing rates of 6% for the first year, 6.5% for 
the second. From the third year, it com- 
pulsorily shifts to the floating rate. For 
fresh borrowers it is a good deal as com- 
parative rates are at least 1.596 higher for 
the first year. HDFC and ICICI Bank are 


| very competitive and depending upon 





Read your loan 
agreement 


HEN the other party drafts an 
agreement, you are the last per- 
son on its mind. That's true for home 
loan agreements too. In terms of ease of 
readability, HSBC's agreement is drafted 
well. Apart from computation of interest 
rates and knowing how they can change, | 
— you need to watch out for: | 
SP E The minimum 
| amount specified if you 
wish to prepay the 
loan (in the case of 
some banks it is 
Rs 1 lakh). 
ii What is the prepay- 
ment charge? 
E On what amount is 
the charge applicable? 
(Like all prepayments 
within a year of final prepayment.) 
E Is there any lock-in period before 
which prepayment cannot be made? 
Also, see if the bank gives you the 
option of changing the EMI or the tenure 
if the floating rate changes. Li 















your eligibility you could get a margin- 


| allybetter deal than the advertised rates. 


Some banks offer attractive insurance 
policies with loans. But this is not really 
free. Some have the cost spelt out while 
others have an inclusive package. Bar- 
gain for the best policy that covers death 
and disability. So the burden of the loan 
does not fall on your family in case of 
some mishap. And the bank, on its part, 
is also covered. Standard Chartered has 
a product called Home Saver. This is an 
all-in-one account loan where you can 
deposit your surplus funds and reduce 
your EMIs. In addition to the EMI 
cheques, which will be credited to the 
Home Saver account, any other deposit 
would be treated as prepayment. You 
can also withdraw from these prepay- 
ments. This works like a bank account 
and you get a debit card. By keeping 
money in this account, you can reduce 
the overall cost. All banks let you pay 
EMI with post-dated cheques or direct 
debit to another account. 

Always evaluate the prepayment 
clause. It is likely that during the long 
course of the loan tenure, you would 
want to prepay as much as possible to 
reduce your interest cost. All banks al- 
low prepayment. Read the fine print to 
know the clauses which make prepay- 
ment difficult. It may not be possible to 
bargain on this point but you can defin- 
itively choose the lender whose terms 
suit you best. And finally, when you have 
made up your mind, take some time be- 
fore signing on the dotted line. Just in 
case you want to revisit some aspect or 
another lender offers you better terms 
(likely to happen at the last moment). li 
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Insurance is the subject matter of solicitation 
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INANCIAL advis- 

ers have ridden 

on this mantra for 

long — equities are fo 
daredevils and debt for th 
ultra-safe guys. All that was 
required of you was to figure out what 
kind of a person you were and invest 
accordingly But the last three years 
have been an exception to the rules of 
the game. While equity investors 
plumbed a deep trough, the risk-averse 
guys, who blindly put their money in 
debt funds, have been sleeping sound- 
ly, knowing that their funds are not only 
safe, but are also growing rapidly. 

Bond funds have had an excellent 
run indeed. In the last three years, the 
average returns of a debt fund were 
around 14% (See ‘Debt Funds Bo- 
nanza’). The reasons were simple: when 
interest rates fall, existing bonds that 
carry higher interest rates become more 
attractive. Their prices rise. It is this rise 
in bond prices that has driven the bond 
fund rally for the past few years while 
the equity market was suffering from 
the effects of an ailing economy and 
wary sentiment. 

The economic slowdown in the last 
few years meant that industries did not 
need funds for expansions. Banks were 
flush with funds and with no place to in- 
vest in, they invested largely in the debt 
market. With the greater inflows, bond 
prices went up and yields (interest rates) 
came down. Steady cuts in other key 
rates like the Cash Reserve Ratio and 
repo rate added to the bond rally. 

But for those who continue to invest 








blindly in bonds, it may be time to open 
their eyes. 

With the hope of an economic re- 
vival round the corner, demand for 
funds is likely go up. Banks will revert 
fundsto industry and reduce their expo- 


sure to the debt markets. Debt funds will | 


no longer be the unexpected jackpot 
they turned out to be. If interest rates 
move up, an existing portfolio could see 
its value deplete. Freshly-issued bonds 
will carry a higher coupon and will obvi- 
ously be more sought after than the 
older bonds. "Debt funds are not going 
to deliver the kind of returns they have 
for the past few years,” says Rohit Sarin, 
partner, Client Associates, a wealth 
management company. 

Not everyone seems to think theres 
reason to be upset. Mutual funds have 
been quick to realise how interest rate 
volatility will hit their returns and erode 
the value of their portfolio, Many have 
introduced variations to their plain 


vanilla debt schemes. Dynamic bond | 
funds and floating rate funds are two © 
such variations. But even these may | 


have their limitations. 


"There is going to be quite a bit of | 


volatility in interest rates now. While 
everybody was riding on thelow interest 


rate regime, we realised that interest [ 
rates have to stop crashing at some | | 
point and we made sure that we have a | 
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product that can safeguard against in- 
terest rate fluctuations,” says Rajiv 
Anand, head (investments), Standard 
Chartered Mutual Fund (SCMF). SCMF 
launched India's first dynamic debt 
fund in June 2002. 

Dynamic bond funds are different 
from regular income funds in the way 
they invest. While an income fund bal- 
ances the proportion of corporate 
bonds and gilts and their maturity in its 
portfolio, a dynamic bond fund at- 
tempts extreme moves. If the fund man- 
ager expects the gilt prices to rally 
sharply he will invest the entire corpus 
in gilts. If he expects interest rates to rise, 
he will divert the cash into short-matu- 
rity instruments, which are least af- 
fected by interest rate fluctuations. 

“Take the instance of Sundaram Se- 
lect Debt Dynamic Fund, which started 
in September 2002 with a predominant 


Debt funds bonanza 


* Till 16.12.0 


Source: Valueresearchontine.com 
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exposure to top-rated corporate bonds. 
By April 2003, the fund has completely 
exited corporate bonds and has been in- 
vesting in gilts and money market in- 
struments only," says Amit Kumar, re- 
search head, Value Research India, a 


dynamic bond fund manager tries to do 
is time the market to hedge his risks. He 
may actually be able to generate higher 
| returns with this frequent reshuffling, 
/ but there is an equally big risk of his call 
going wrong. The performance of a dy- 
namic bond fund, therefore, depends 
on the fund manager's ability to judge 
the market and take risks. 

As of now, there are eight dynamic 
debt funds in the market with a total 
corpus of about Rs 2,750 crore under 
management. “It is almost impossible 
to take an accurate call on macroeco- 
nomic events such as interest rate 
movements, But the best we can do is 
invest to meet our goals and let the mar- 
ket do what it wants," says a fund man- 
ager who manages a dynamic fund. 
That's easier said than done. 

If interest rates don't fall drastically 
in the future, the task of a dynamic bond 
fund manager will become more chal- 
lenging as there is limited scope for cap- 
ital appreciation. The fund manager will 
be under constant pressure to deliver 
returns associated with the fund’s dy- 
namic style of management. These 
funds may offer some recourse from in- 
terest rate fluctuations. But their perfor- 
mance over the last year shows that in a 
rising interest rate era, they have under- 
performed the average medium-term 
bond fund. But when interest rates have 
fallen, they have done somewhat better. 
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| the only income fund 





| (See ‘Dynamic Funds: Aggressive or Re- | 


gressive?’) A rather cynical financial ad- 


viser asks: “If fund managers can spot | 


trends early and allocate money accord- 


ingly, why can’t they do the same for x 
| their plain vanilla debtfunds?Thisisjust | 
firm that tracks mutual funds. What a | | 


a marketing gimmick!" 
Floating rate funds are another vari- 


ation. A normal bond's price changes | 
with the interest rate. In floating rate pa- | 
pers, the interest rate is adjusted period- | 


ically. So floating rate bonds are less vol- 


atile and can be used as a hedge in times | 
of rising interest rates. When interest | 


rates move up, a float- 
ing rate fund will be 





that protects returns 
— às its coupon will 
be set to higher levels. 
As interest rates 
seem to have botto- 
med out now, fund 
houses have scram- | 
bled to launch float- | 
ing rate funds. In this | 
year alone, seven flo- | 
ating rate funds have | 
beenlaunched.There | 
is an important cav- 
eat investors should keep in mind 
though. "Most medium-term bonds — 
the mainstay of an income fund portfo- 
lio — have an average maturity of six 
years. Floating rate funds, even of the 








one year," warns a mutual fund obser- 
ver. This means the current lot of float- 
ing rate funds can't bean effective hedge 
for a medium-term bond portfolio. 

A long-term floating rate fund and a 
short-term debt fund both have similar 


“year Gol bond taken as interest rate 
! **Sundaram Select Debt Dynamic 
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portfolio maturity. According to fund 
managers, the main reason for this is the 
absence of sufficient long-term floating 
rate instruments, This shortage could 
reduce over time as the government 
may issue floating rate papers of longer 
maturity soon. If interest rate fluctua- 
tions are your biggest worry, a floating 
rate fund is the solution. 

Despite the impending fate of debt 
funds, they are still an important invest- 
ment in your portfolio. “As long asin- 





vestors put their money in with a. long- 


term view, debt funds should cont nue 


Dynamic funds: aggressi 
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| to be an important part of their portfo- 
, lio," says Anand. 


Be prepared for rising interest rates 


_ and brace yourself for dipping returns. 
_ In fact, investing in debt for the short 
long-term variety, have a maturity of - 
| Even as you read this, mutual funds are 
| probably scratching their heads to 
| come up with newer ways to attract and 
. keep you in the debt market. Just re- 
, memberto walk in with your eyes open; 
' reality can bite. ü 


term can actually make you lose money, 
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Payment in case of death and on maturity 

2- Flexible maturity benefit - Received in a single 
lumpsum or in 3 or 5 annual instalments 
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Plan early, live well 





STARTING this month, various experts 


will answer your queries on financial 
planning. Issues related to mutual funds 
and taxation will be tackled separately 
and, from next month, we will also help 


you understand futures and options. 


Here, Himanshu Kohli uses a specific 
case to draw up the financial roadmap 
to two important milestones in your life. 


I am a 35-year-old working with a 
private firm in Delhi. | stay in my 
own house with my wife and eight- 
year-old son. | would like to make a 
financial plan for myself. At present, 
I earn a post-tax income of about 
Rs 50,000 per month. This is 
expected to grow at 10% per 
annum. | would like to achieve the 
following objectives: 

ll Send my son for higher education 
abroad once he is 18. Today, this 
costs $100,000 (Rs 47 lakh). 

Bi Maintain a lifestyle that involves 
spending of Rs 35,000 per month. 


years, what is the corpus I need to 
sustain a similar lifestyle till the life 


expectancy of 80 years. Right now, | ` 


have no asset other than my house. 
The earlier you start your financial 
planning, the easier it is for you to 
achieve the required financial 
milestones. Let us assume that there is 
an inflation of 596 per annum for 
maintaining your lifestyle and 276 for 
higher education overseas with a US 





| your monthly savings, which 
_ is Rs 15,000 per month today 
or Rs 1.8 lakh per annum. But 


| over a period of time as your 





dollar appreciation of 376 per annum 
over a period of time. 


increase your earning potential. 


| Mi You target a higher rate of return 


The expense for sending your son | 


abroad for higher education 10 years 
from now would be Rs 74 lakh. Besides 
this, you need to maintain a lifestyle ex- 
pense of Rs 35,000 per month which 


would be Rs 92,865 per month 20 years — 
from now. Thus, you would need a cor- | 


pus of Rs 244 lakh at retirement. To meet 
these objectives, either you should have 
a corpus of: 
ll Rs 86.5 lakh if it grows at the rate of 
8% 
ll Rs 64.7 lakh at a growth rate of 10% 
ll Rs 49.0 lakh at the rate of 12% 

Or you should start investing your 
monthly savings. 

Since, you do not have any surpluses 
at the moment, you would 
have to depend purely on 





these savings should grow 


salary is growing at 1096 per 
annum against an inflation of 
596 per annum. 

Your monthly savings 
should be invested in instruments 
which grow at the rate of 8.6% per an- 


| num, or your savings should outper- 


form inflation by 3.6% over a period of 
time. To get the desired return, one 
needs to have an asset allocation of 70% 
debt and 30% equity. Once you retire, 


bonds returns, which is 6.5% per an- 
num in today’s scenario, as you would 
be depending on regular fixed inflows. 


instead of the Rs 35,000 per month, 
do you think we can afford a 
lifestyle that incurs an expense of 
Rs 40,000 per month? How can we 
achieve it? 


| You could afford a lifestyle expense of 


Rs 40,000 per month provided: 
W You work for three more years or 
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(more than 8.6% per annum) on your 
monthly savings. This higher rate of 
return would come with a higher risk. 
Assuming you have a lifespan of 75 
years, we would recommend you be 
prepared to work for some more years. 
Or increase your monthly earnings in 
order to afford the additional expense. 


| Do you think I need to take any 


insurance coverage? If so, what 
kind of cover? 


| Yes, you do need to take an insurance 
| cover. At present, there is a gap between 


your aspirations and existing assets. 
This gap is about Rs 80 lakh if we arrive 
at the present value of your needs dis- 


Invest early to meet your 
financial goals. Focus on the 
real rate of return, i.e., by 


how much your savings will 
have to outperform inflation 





| counted at the rate of 8.6% per annum, 
| ie, the target rate of return. But this gap 


| you target to earn Government of India | 
Assuming | work for another 20 | 


| 


will reduce over a period of time as your 
savings corpus would start growing. You 
should take a term insurance policy to 
cover this gap. Ideally, you should take 
four term insurance policies of Rs 20 
lakh each for a period of five, 10, 15 and 
20 years, respectively. This is one of the 
better ways to structure your insurance 
policy as it is inline with your life's finan- 
cial plan. Besides, it's a cost-effective 
tooltocoverthebalance-sheetgap. Wi 


| The author is a founder partner of Client As- 


sociates Private Wealth Management. These 
are his personal views. Readers are invited 
to send their queries on financial planning 
to personalfinance@bworldmail.com with 
‘Financial Planning’ in the subject line. 
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Broadbasing MF schemes 
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| Concentrated family of funds 


No. of Net assets 
investors held (96) 


I | Fund name 
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| ; First India Growth 


Size 
(Rs cr) 









iG. 
i 
* ; 


from the date of closure of the 
IPO, or the end of succeeding cal- 
endar quarter, whichever is ear- 
lier, to comply. The new fixed ma- 
turity plans and close-ended 
schemes will have to comply im- 


| GIC Growth Plus — -.| mediately after the close of IPO. 
Canexpo - 25.9 Existing schemes have been 
| Canequity Diversified — 12.68 | given till 31 December 2004 to 
Rates ICICI Growth 380.48 conform to the new rules. But ex- 
Í 





e IFs Growth & Value 


| Canequity - Tax Planning @ 
















isting close-ended schemes and 
fixed maturity plans have been 
exempted. These conditions will 





i 

| 
| Franklin India Index Tax | havetobemetevery quarter and 
| Libra Taxshield ‘96 89.91 344 | non-compliance will lead to clo- 
, Prudential ICICI Tax Plan 32.52 41.19 | sure ofthe scheme. 
| “All data as on 30 Sept 2003, “Data prior to 30 Sept 2003 | Currently, most schemes have 


| | s Source: Vaiue Research hj 


CCORDING to a recent Securities 
A and Exchange Board of India (Sebi) 

order, mutual fund schemes (ex- 
cept exchange traded funds) must have 
at least 20 investors now. Also, no single 
investor can hold more than 25% of the 
fund’s assets. Schemes launched on or 
after 12 December 2003 (the date of is- 
sue of circular), will get three months 





large investors that hold more 
than 25%. If one of them pulls out 
his money, a fund may get into trouble 
as it may have to sell out in distress, And 
this may hurt the small investors. And 
big investors can still dominate mutual 
funds. For instance, a mutual fund 
scheme can still have two investors 
holding 25% each and at least 18 in- 
vestors holding the other 50%. E 
RACHNA MONGA 
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The TV Today public offer 


that owns Aaj Tak, announced its 

IPO on December 18. The book 
building for 14.5 million shares (face 
value: Rs5 each) closes on December 27. 
Investors can bid in the Rs 80-95 band. 
Atleast 3.62 million shares will be allot- 
ted to retail investors on a proportional 
basis. This is the most high profile media 
IPO after the one by Television 18 in 
1999. BAG Films, a relatively low-key of- 
fering, was another media IPO to hit the 
markets in September 2003. 


T V Today, the high decibel network 





Stockmarket barometer: 
Media companies 


Current EPS* (Re) 
price (Rs) (trailing 12m) 






Company PE 








Data as on 15 Dec 2003 * As on 31 March 2003 
* Highest price in book building range is taken 








TV Today earns substantial revenues from Aaj Tak and expects them to be the 
driving force in the foreseeable future. From a net loss of Rs 15.05 crore in 2000-01, 
it turned around to post a net profit of Rs 26 crore for 2002-03. But its market share 
on a weekly basis has come down from a dominant 54% in the last week of Septem- 
B 


ber 2002 to 41% in the last week of September 2003. 
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Rs 20 per order for | Rs i; 50 per order 


delivery trade; else nil 
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Rs 25 per order in case 
of delivery; else Rs 15 


E re. ee ee ie EE 


0.05-0.15% based on quar- 
terly volumes (inci demat fees) 
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On user click 


On user click 













Yes — with charge 


Yes 


| 3 - 6 times depending on 
scrip volatility 













NSE, BSE 


Webbeovhé^tetebbor^ttenavevenaaatcocedhchtvt5n4 


Yes 


"T" ee ee a ... 


Allowed only to special 
customers 


E 


Yes 


HDFC Bank. One private 
bank to be added 


Phone calls, visit any of 
its 25 branches to trade 
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Yes 


Yes 


| NSE, BSE 








Mévane obe oe... a... ruo evsachadévaAdauvaanncanvam Pe ee use naeh EAETATA4A ee er ae 


Yes 


| ICICI Bank 





Yes 


Citibank, IDBI Bank, GTB, 
HDFC. 3 banks to be added 


Phone calls, visit any 135 | 
branches/franchisees to 
trade 
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| Phone calls 





Phone calls — charged 
extra 
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Yes — but no manual 
intervention allowed 


hh the hcuy yc ehe heme 


Yes — at indiainfoline 


Not yet — but expected 
to start service soon 
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Access to information on | Exclusive access to infor- Access to information on 


Advance access to liL | 
reports; free tips on SMS | sharekhan website , mation on icicidirect.com HDFC Securities site 


— sarwa 
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1 Based on call-waiting time and service received when we ran a random check ? To be launched shortly ? BSE to be allowed withing 3 months 
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Personal finance 


T'S boom time on the Sensex and you'd love to invest and 

make some money...but don't know how. Or perhaps you 
do not trust your broker ... what if the price of stocks you 
bought was overquoted to someone else's advantage? The 
transparency and anonymity of the Internet may just be the 
thing you need. BW compared six online trading portals on 
parameters that matter the most so that you can make an 
informed choice. Log on. 
PS: Some of these trading engines offer premium accounts 
with greater speed and more features. 





www.kotakstreet.com 





Nil/Rs 250/Rs 500 depending Rs 500 
on margin deposited 






Nil | 1 paisa per share 


Pe ee sedem rH dea amnis cíWweeesbissnrtejese er a canbe SAO News dawn be oa ebacncie ese eee Eti nni eens 


0.108% | 0.10896 


vuv TEE CTEM a a HE HHE HONS ETERS EREHHSE ADORE RHEE MORO TERA REO ED EEE ADU ARLEN SEE Here nce a $ m T GE Nis 4bo su yn. 


0.432% for delivery up to | 0.5496 
Rs 10 lakh; else 0.2796 


20 calis per month free. After | 
that, Rs 25 per call | 
I 





Citibank, UTI Bank, HDFC Bank, ICICI Bank, HDFC Bank 
Kotak Mahindra Bank | 


Phone calls — | Phone calls 
charged extra 





Access to information on 
kotakstreet.com exclusively 


i UU — Fa 


* to be upgraded to streaming quotes in a month's time liL: indiainfoline  : 


— Mta beef trend Lr RT mir Nears tg zat PIS DANN e Pr Pn ag e AA MA eee Rt OO PMR aue E quita S as ENSE py Jo Na Lo eA eR A RR Par RA PEE aA D Mi it e LM b rt RA P ad Lame af $ 


Access to newsletters & reports 
on www.investmentz.com 
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l own stock options of Infosys 
granted to me two years ago with a 
vestment schedule of 10%, 20%, 
30% and 40% at the end of first, sec- 
ond, third and fourth year, respec- 
tively, from the grant date. Now I 
plan to take a home loan. | also plan 
to convert my options into shares as 
and when vestment date is reached 
and hold the shares for a year to 
avoid the short-term capital gains 
tax. Can l use the sale proceeds 
from these shares and repay my 
home loan and save on the long- 
term capital gains of 10%? 

Ajay Kumar Bohra 
If you exercise the stock option and sell 
the shares after one year, long-term cap- 
ital gain shall arise and it will be taxable 
at the rate of 10% without indexation. 
Such tax can be saved if you buy a resi- 
dential house property within one year 
before or two years after the sale of such 
shares or complete the construction ofa 
house property within three years from 
the date of sale of such shares. The ex- 
emption under section 54F of the In- 
come Tax Act (IT Act) shall be: 
Cost of the new house x (Capital gains on 
the sale of shares)/(Net sales considera- 
tion of shares) 
The only condition to be satisfied is that 
you should not own more than one 
house other than the new residential 
house on the date of transfer of such 
shares and you should not purchase, 
within a period of two years from such 








NCOL 


JIA 
APA 


Personal finance 


date or construct within three years | 
from such date, any new residential 
house other than the one purchased or 
constructed to avail the exemption. 

If sale proceeds are utilised to repay 
the loan, then also exemption under 
Section 54F is available provided you 
buy the house within one year before or 
two years after the date of sale of shares. 


I had an accident in May 2002. Since 
I could not bear the treatment cost, 
friends and family helped me out. I 
am handicapped now and a case is 
pending in the court for compensa- 
tion claim. Before the accident, my 
salary was Rs 87,000 per annum, 
how will the donations by the people 
who took care of my medical ex- 
penses be shown in my books, as all 
of them can't show them in their 
books? How will the compensation 
which I will receive be treated in my 
books? Is it taxable? (My treatment 
expense was Rs 6,00,000.) Also, I’ve 
not filed my return for the year 2002 
-2003. Is filing it necessary? 

Brijesh Daga 
Compensation received for loss of limbs 





our options 


2003 can be filed up to 31 March 2005. 


I pay the premia for my life insur- 
ance policies on time and get the 
regular tax rebate. My insurance 
agent told me that the premium | am 
paying will qualify for tax rebate and 
the amount I shall be receiving on 
maturity of policy is tax-free. Now, | 
am told that Budget 2003 has 


| changed this law. Is it true? 


Ruchir Asnani 


| Any premium paid on life insurance 


policies will be eligible for tax rebate un- 
der Section 88 ofthe IT Act. Budget 2003 


| provides that no tax rebate under Sec- 
| tion 88 shall be available regarding in- 
| surance premium paid which is more 
| than 20% of the ‘actual capital sum as- 


sured' In computing 'actual capital sum 
assured, no account shall be taken of: 
(i) The value of any premia agreed to 


be returned, or, 





is not income and is not taxable. So the | 


compensation you get from the court 
| intention of the amendment is to disal- 
The sum your friends and relatives | 


for the accident is not taxable. 


gave you for treatment can be shown as 





cash gifts from them. It has no upper | 
limit and will not be taxable in your | 


hands. Take a letter from the donors say- 
ing that they are giving gifts to you. 


(ii) Any benefit by way of bonus or 


| otherwise over and above the sum actu- 
| ally assured, which is to be or may be re- 
| ceived under the policy by any person. 


So what has to be seen in computing 
the limit of 2096 is only the capital sum 
assured, i.e., the principal sum assured 
according to the insurance policy. The 


low tax rebates on single-premium in- 
surance policies. The memorandum ex- 
plaining the Finance Bill says that 
'insurance policies with high premiums 


|! and minimum risk are similar to de- 


Under the IT Act, one cannot accept : 


loans above Rs 20,000 from a 
person, else it will be pe- 
nalised up to the amount of 
loan taken. You can show 
loans received from friends 
and relatives up to 
Rs 20,000 from each person. 
You can also say that you 
used some cash from your 
savings for medical expenses. 
The Income Tax return for 
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posits or bonds, so no tax rebate should 
be available on such high premiums. To 


Tax rebate is not 
available for 
insurance 


premium in 
excess of 20% of 
the sum assured 








Personal finance ` 





illustrate, consider the single-premium 
Bima Nivesh triple-cover policy from 
the Life Insurance Corporation (LIC). 
For those in the age group 18-50 years, 
the premium for a sum assured of 
Rs 1.5 lakh fora policy with a 10-year pe- 
riod is Rs 1,42,488 and the amount re- 
ceived at the end of the term is Rs 
2,68,627. Since the premium of 
Rs 1,42,488 exceeds 20% of actual capi- 
tal sum assured (i.e., 20% of Rs 1.5 lakh = 


qualify for tax rebate under Section 88. 
assured of Rs 1 lakh on which the annual 


premium is Rs 6,000. You have not paid 
premiums for the last three years and in 


of maturity of such bonds? 
Rajesh Kumar 
Ifdeep discount bonds are issued before _ 


15 February 2002: 
(1) On transfer of bonds before matu- 
rity, the difference between the sale 


price and the acquisition price would be ` 
taxed as income from capital gains ifthe | 
bonds are held as investments and as ` 


_ business income where bonds are held 
| asstock-in-trade. 
Rs 30,000) the premium will not ` 


. difference between redemption price 
Take another situation. Suppose you ` 
have taken an LIC policy of capital sum | 


and subscription price will be treated as 


| Act. It will be taxed as ‘income from 
; other sources’ if the bonds are held as 


| investments and as business income if. 
they are held as stock-in-trade. No capi- 


the current year you pay a premium of | 


Rs 24,000 for four years at one go. Now, 


for tax rebate under Section 88? Yes, be- 
cause what the government wants 
to disallow is tax rebates on single 
premium policies. 

According to Section 10(10D) of 
the IT Act, anysum received under a 
life insurance policy, including the 
sum allocated as bonus on such 
policy, shall be exempt. But the Fi- 
nance Act 2003 says no exemption 
shall be allowed for any sum re- 
ceived under an insurance policy is- 
sued on or after 1 April 2003 for 
which premium payable for any of the 
years during the policy term exceeds 
20% of the actual capital sum assured. 
However, even on such policies, tax ex- 
emption will continue on any sum re- 
ceived on the death ofthe person. So the 
legal position is: 

(i) Any sum received under life in- 
surance policy other than referred to in 
(ii) shall be exempt. 

(ii) Any sum received under single- 
premium insurance policy issued on or 
after 1 April 2003 shall be taxable. How- 
ever, such sum a shall not be taxable if it 
is received on the death of the assessee. 

(iii) Any sum received under a sin- 
gle-premium insurance policy issued 
before 1 April 2003 shall be exempt. 


What will be the tax treatment 
for deep discount bonds (i) in case 
of sale of such bonds and (ii) in case 


_ tal gains shall arise on final redemption. 
does the premium of Rs 24,000 qualify | 


For deep discount bonds issued on 


Tax treatment of deep 
discount bonds will be 
different depending on 


whether they were issued 
before or after 
15 February 2002 





2/2002 shall apply and tax treatment | 
| tween the redemption price and the 


will be as follows: 
General Treatment 


Every person holding a deep discount - 
bond will make a market valuation of | 
the bond as on 31 March each year (also. 
. traders. Ifthe bond is redeemed by an in- 
The difference between the market val- ` 
, uations on two successive valuation x 
_ dates will represent the accretion to the | 
_ taxable as interest or business income, 


called valuation date}. 


_ value of the bond during the fiscal and 


| Will be taxable as interest income - 
| (where the bonds are held as invest- - 
| ments) or business income (where the ` 
x and the income arising from the bond 


_ bonds are held as trading assets). 


| by an intermediate purchaser (a person x 
|! who has acquired the bond by purchase | 
| during the term of the bond and not as — 
| original subscription), the difference - 
| between the market value as on the val- _ 
uation date and the cost for which heac- | 


If the bond is acquired during the year 
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| which has already been offered to tax Dy 


. quired the bond will be taxed as interest 
| income or business income as the 


case may be, and no capital gains will 


x arise as there would be no transfer ofthe 
| bond on the valuation date. 
. Transfer Before Maturity 


Where the bond is transferred at any 
time before maturity, the difference be- 
tween the sale price and the cost of the 


. bond will be taxable as capital gains in 
| the hands of an investor or as business 
(ii) On realisation at maturity, the - 
_ pute such gains, the costofthe bond will 
_ be taken to be the aggregat : 
interest income assessable under the IT | C 
| transferor and the income, if any, al- 
| ready offered to tax by such transferor 


income in the hands ofa trader. To com- 







for which the bond was acquir 


up to the date of transfer. 
since the income chargeable in this 


_ case is only the accretion to the value of 
| the bond over a specific period, for the 
| or after 15 February 2002, Circular | 


purposes of computing capital gains, 
the period of holding in such 
cases will be reckoned from the 
date of purchase/ subscription or 
the last valuation date in respect 
of which the transferor has of- 
fered income to tax, whichever is 
later. Since such period would al- 
ways be less than one year, thecap- 
ital gains will be chargeable to tax 
as short-term capital gains. 
Redemption 

If the bond is redeemed by the 
original subscriber, the difference be- 


value as on the last valuation date pre- 
ceding the maturity date will be taxed as 
interest income in the case of investors 
or business income in the case of 


termediate purchaser, the difference be- 
tween the redemption price and the cost 
of the bond to such a purchaser will be 


as the case may be. For this, the cost of 
the bond will mean the aggregate of the 
cost at which the bonds were acquired 





the person redeeming the bond. 
Vinod Gupta isa practising che Mir tered. ac- 
countant and a tax expert. Send your queries 
to tax@bworldmail.com. Queries and 
general issues are taken up in the column. 
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I have been told that the 
performance of equity funds should 
always be judged against their 
benchmark. What are these 
benchmarks and how do you 
suggest that | use them? 
Ravi Kumar 

There are many ways to check the per- 
formance of an equity fund. One way is 
to compare it with other similar funds. 

Another more fundamental ap- 
proach is to check the performance of 


the fund against its benchmark. A | - | 


benchmark is a frame of reference, a 
context and a standard that allows us to 
check a fund's performance. In case of 
equity funds, this benchmark is usually 
an index such as the BSE Sensex or the 
Nifty. These indices are a collection of 
stocks, which together are meant to rep- 
resent the equity market. 

The fund managers responsibility is 
to manage his portfolio in such a man- 
ner that over time, he or she is able to 
generate returns that are superior to 
that of the benchmark indices. At the 
core of the fund management business 
is the idea of beating the market indices. 
Thus, each fund chooses a particular 
benchmark index and tries to 
outperform it. 

So, while checking the performance 
of your actively managed fund, do 
check how it performs against its ben- 
chmark. While a return of 20% may ap- 
pear decent, always see how the bench- 
mark index has done to get a fair idea. 





C DHIRENDRA KUMAR 


Personal finance 


Another use ofa benchmark is to see 
how a fund's portfolio is spread out in 
comparison to the benchmark. A fund 
manager tries to beat the market index 
by being overweight in some sectors 
and underweight in other sectors. What 
this basically means is that if the fund is 
bullish on banking, the fund manager 
will allocate a greater proportion of his 
funds to banking stocks as compared to 
the index. 

Similarly, if the fund manager is less 
confident about it, then the allocation to 


| this sector will be less vis-a-vis the 


benchmark. Thus, by comparing a 
fund's sectoral allocation to that of the 
benchmark one can get a birds eye view 


A measure of MFs 


news, but there is no way that debt and 


| gilt funds are going to earn you 3-4% 


above bank rates over a long period of 
time. What we are saying here appears 
to fly in the face of recent history, but 


. you must realise that in the last couple 


of what sectors the fund manager is | 


bullish or bearish about. This also allows 
you to check your comfort level in terms 
of your personal sector preferences. 


Pertoimonee vis-a-vis Benchmark 








of years, such funds have given high re- 
turns because of a continuous drop in 
interest rates. This phenomenon is sim- 
ply not sustainable. 

To get the returns that you'd like, at 
least 10-15% of your portfolio must be in 
equities. You can do this by investing in 
some diversified equity funds. This will 
certainly add some risk to your portfo- 
lio, but may be the only way of earning 
high returns. 

Equities are the only instruments 
which can deliver returns greater than 
those from bank deposits over the long 


| term. Sure, equities are volatile but your 





long investment 
horizon helps in 
reducing the risk 
from that volatil- 
ity. Over a 
5-10-year period, 












Franklin India Prima 49.16 CNXS&P 500 11.75 i 
Se | | the gains that a 
Reliance Visio ccce 49.13 | BSE 10 0 —É 7.97 well-managed eq- 

HDFC Equity - = 84.54 |CNXS&P 500 | 11.75 | ity fund makes 

HDFC FC Top 200 —— 31.99 | BSE 200 NN 13.47 during the good 
Templeton India Growth 28.81  BSE Sensex 8.06 times are very 

Franklin India Prima Plus 25.40 | CNX S&P 500 11.75 | likely to outweigh 
DSPMLOpportunities — 24.60 S&P CNX Nifty 8.40 | the losses it will 
"Prudential ICICI Power — 24.24 S&P CNX Nifty 8.40| _incur during the 


Franklin India Bluechip 23.74 





I have Rs 20 lakh that I plan to 
invest in either debt or gilt funds. | 
have been advised to invest in 
Templeton India Income Builder, 
Templeton Gilt, HDFC High Interest, 
Alliance Liquid Fund, HDFC Income 
or Liquid Fund. | am looking at a 
return of 3-4% above bank fixed 


. deposit rates. I have a very long- 


term view for these investments. 
What do I do? 


Forgive us for being the carrier of bad | 
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BSE Sensex 






bad times. 

In case equi- 
ties do not tempt 
you, you could reconcile yourself to 
lower returns and stick to the portfolio 


8.06 


| that has been recommended to you as 


all these funds are sound ones. How- 
ever, if your investment horizon is gen- 
uinely long, then you should avoid the 
two liquid funds you have mentioned. 
Liquid funds offer the lowest returns as 
compared to all other types of debt 
funds. They are designed for the very 
short term and offer no advantage to 
long-term investors. 
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I wish to know if a non-resident 
Indian (NRI) can directly invest in 
indian mutual funds. If so, how? 
NRIs are allowed to invest in mutual 
funds in India. If the investment has to 
be made on a repatriable basis, then 
cheques will have to be drawn on 
FCNR/NRE bank accounts. Your bank 
will also have to issue a debit certificate 
confirming that the said amount has 
been paid. If the investment is to be 
made on a non-repatriable basis, then 
payment can be made out of 
NRO/NRSR accounts. 

If you are outside India, you could 
check out some of the on-line broker- 
ages of ICICI Bank, HDFC Bank and 
others. With these, you can invest 
through the Internet. You will, however, 
have to check out the specific facilities 
that each brokerage offers and how 
these apply to NRIs. 


i am doing an MBA from Chennai 
and am interested in investing in 
mutual funds. Please tell me about 
mutual funds and how they function. 
How much can | invest and whom do 
I contact if | want to invest? 

A mutual fund is an organisation which 
pools together the investments of a 
number of individuals and invests it on 


their behalf. If the mutual fund scheme | 
| My investment adviser says that 


invests predominantly in stocks, it is 
called an equity scheme. If the invest- 
ments are primarily in debt instru- 
ments, then the scheme is called a debt 
scheme. Some schemes invest in both 
debt and equity, and these known as hy- 
brid schemes. 

The most important thing to know 
about mutual funds is that they offer no 
assured returns. Stockmarket and bond 
market movements may cause the 
value of your investment and the in- 


For equity and 
balanced funds, 
the dividend 


option is the 
most efficient 
for tax purposes 


x Per ° 


come from it to fall as well as 
rise and you may not get back 
the amount originally in- 
vested. Nearly all the mutual 
fund schemes available to- 
day are open-ended. This 


Debt and gilt funds cannot 
earn you 3-4% above bank 
rates over a long period. To 


get that kind of returns, 


means that your money is 
not locked in — you can in- 
vest or disinvest at any time. 

Generally, equity sch- 
emes are the riskiest of the 
lot. The returns they offer are also the 
highest and in order to benefit from 
these schemes one should be ready for 
an investment period of at least 
3-5 years. Bond funds are much less 
risky and the returns are on the lower 
side as well. 


All schemes have a fixed minimum | 


investment amount. This can be as low 
as Rs 500 in some cases. There is no up- 
per limit on how much you can invest. 
Nearly all mutual funds have offices in 


Chennai and you can call them to find | 


out about a mutual fund distributor 
close to you. Addresses, website URLs 
and investment details of all mutual 
funds are available on www.valuere- 


| searchonline.com. Most large private 








sector banks also distribute mutual 
fund schemes and you could also 
contact them. 


there is no distribution tax on the 
dividend from equity-linked mutual 


funds. At the saine time, | have read 
| plan (SWP) which is the most tax-effi- 
| cient way of receiving payouts. This 


a number of articles about mutual 
funds and I find that this 
distribution tax is mentioned. Could 
you please tell which funds have to 
pay dividend distribution tax and 
which do not? 

Your investment adviser is correct. Eq- 
uity mutual fund schemes are not sub- 
ject to any distribution tax on 
their dividends and this ben- 
efit is valid till 31 March 2004. 
As a result, dividends from 
equity mutual fund schemes 
are completely free of any tax 
incidence, both from the 
point of view of the mutual 
fund and the point of view of 
the investor. 
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The dividend distribution | 


10-15% of your portfolio 
must be invested in equities 





tax you would have read about refers to 
debt mutual fund schemes. Gilt funds, 
bond funds, short-term funds, cash 
funds and monthly income plans are all 
subject to a dividend distribution tax of 
about 12.5% with a 2.5% surcharge. So 
effectively, a dividend distribution tax of 
12.8196 is levied on these funds. It is im- 


| portant to realise that dividend distribu- 


tion tax means that the mutual fund will 
have to pay a tax of 12.8196 on the net 
amount it wants to pay as dividend to 
the investor. 

Thus, if a fund wants to give in- 
vestors a dividend of Rs 100, it will have 
to book profits of Rs 100+(12.81% of 
Rs 100). So, the fund will declare a gross 
dividend of Rs 112.81. Of this, Rs 12,81 
will go to the government as dividend 
distribution tax while the investor will 
receive Rs 100 as dividend. 

From the investment point of view, 
the dividend option becomes the most 
tax-efficient withdrawal mechanism for 


| equity and balanced funds. For debt 


schemes, it is the systematic withdrawal 


happens because in the SWP capital 
gains tax is paid. As capital gains tax is 
paid only on the gains component and 
this is a smaller portion of the with- 
drawal, its effect is minimal. 

Dividend distribution tax, on the 
other hand, is paid on the full amount of 
withdrawal. For cash funds and others, 
where no SWP is available, the dividend 
route becomes the most tax-efficient 
way of receiving gains. = 

Dhirendra Kumar is CEO of 

Value Research, which specialises 
in tracking mutual funds. 

Readers can send their queries to 
personalfinance&bworldmail.com 


| 
| 





Working years, 25. Retired years, 30. 
Question is, will your savings last the duration? 


In your favour: You're going to live longer thanks to the progress made by medical science. Not in your favor: the zi 
y longer you live, the greater the burden of inflation and rising medical costs in your non-working years. Balance | 
SESSILIS) things out: The earlier you start planning for your retirement, the better off you will be. With a host of Retirement 
. Solutions from ICICI Prudential Life Insurance. Choose from 4 flexi-plans on offer, plans that provide you with a regular pension for life as 
well as the additional benefit of tax savings u/s 80CCC(1), upto Rs 10,000/- regardless of your income slab. Ensuring that when vou retire 
you're retiring from work, not life. 
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Chandigarh: 98159 77766, Ahmedabad: 98982 77766, Cochin: 98954 77766 or call vour advisor 


irr — of the terms, conditions, warranties and exceptions contained n the insurance pay. For further details please reter to the | Bolicy document anid product ürachüre. Ciel Passin Farm Na. UCS Tayak Passa: Fols Nec US EG le: EXC RRS E 
Pansion: Form No. U13. Insurance is the subjact matter of the solicitation, investments are subject to market risks. Refer policy documents for risk factors ICICI Prudential Life insurance Company Limited LOWE CHEE Pei: s3 rare PI 


Mumbai: 2830 7766, Delhi: 2430 8030, Kolkata: 98313 77766, Chennai: 98944 77766, Bangalore: 98455 77766, Hyderabad: 9849527786, ^ - 


w 


Workshops by V. N. Bhattacharya | 












AAAA eH El Vie Fe rare mapa kA MI AAA C rr rm aL MT Cm ew DLE ADDS 


The strategy of persuading effectively - | 
Workshop 1 |] Workshop 2 
Negotiating Strategically | Selling Strategically | 
Bangalore: 9th Jan 2004 Bangalore: 10th Jan 2004 

| Chennai: 17th Jan 2004 


Chennai: 16th Jan 2004 


Fee & Registration 

The fee per participant for each workshop is Rs.6000 | 
(six thousand) plus 8% service tax. It should be paid in | 
advance by demand draft, or by cheque payable at par in 
Bangalore in favour of Mr. V. N. Bhattacharya. 
* Lawyers and accountants. Organisations sponsoring four or more participants may 


° Executives who sell or manage sales to other avail the special fee of Rs. 5500 (five thousand five 
businesses, e.g. Account Managers, Business hundred) plus 8% service tax per person. 


Development Managers, Sales Managers, etc. 





Who should attend 


* Entrepreneurs & directors. 
* CEOs, profit centre chiefs, & function heads. 
* Purchase and sales managers. 


Quote reference BWP/P in your registration. 














Content P Y 

The workshops will focus on principles and P | | 

conceptual frameworks for negotiating and V. N. Bhattacharya 

selling. Participants will be able to develop Villa # 300, Palm Meadows 2, Airport - Whitefield Road, — q 
: : : 2 : Bangalore 560 066, India. Tei: +91-80-847 5817; +91-98450 58034. 

strategies for every situation and increase their E-mail: vnbhattacharya@vsni.corn 

effectiveness in win-win fashion. For more information on programme director 





visit: www.geocities.com/vnbhattacharya 












RANKLIN India Prima (earlier 
with Pioneer ITD and HDFC Eq- 
uity (earlier Zurich India Equity 
Fund) are schemes with along 
and impressive track record. Among 
equity diversified funds, they would fig- 
ure in any selection. (A few others like 





Franklin Blue Chip and HDFC Tax Saver x 


have a comparable record). This time 
we take a close look at the two schemes. 

HDFC Equity has stuck to a small 
number of stocks. Franklin Prima hasa 
mid-cap focus. In fact, both have a size- 
able mid cap holding. 

What about annual returns gener- 
ated by these funds from 1 January 
1995? HDFC Equity has returned 
19,9396 and Franklin Prima 15.4%. The 
present boom has boosted the returns, 
but nine years is long enough for judg- 
ing performance. Note that taking up 
the systematic investment option (SIP) 
has also yielded good results. SIP plan 
takes away the difficult decision of tim- 
ing the market and for a long-term in- 
vestor is a good strategy. Now, with the 
markets fairly warmed up, a systematic 
withdrawal plan might be an option. 
Under this you invest alumpsum now 
and start withdrawing a part of it every 
month. This way, if you feel that the 
markets will rise for the next half, vou 
can put in the money now and with- 
draw it within the next six-months. 

Since November 2002, Franklin Pri- 
mas corpus has grown from Rs 87.5 
crore and HDFC Equity s from Rs123 
crore to their present levels. In Franklin 
Prima, Raymond and Gujarat Gas fig- 
ured in its Top 10 holding last vear also. 
The new additions have been Gujarat 
Mineral Development Corporation, 
Denso India and Mahavir Spinning. In 
HDFC Equity, the recent new addition 
include shares of Uniphose Enterprises, 


Lupin Labs and D-Link (India). E | 


The champions at 
the equity stakes 


. Fund basics 








| Fund 





| Returns (As on 12 Dec 2003) 


Portfolio details 







Personal finance 





K.N. Siva Subramaniam | Prashant Jain 

| Since: 2002 | Since: June 2003 

| B.E. (REC-Jaipur) & MBA (IIM- — | B-Tech (IIT-Kanpur) & PGDM (IIM- 
| Calcutta). He joined Pioneer ITI | Bangalore). He joined State Bank 
, AMC in 1993 as vice-president | of india MF in 1991 and Zurich 
„and fund manager | India AMC in 1993 


Manager 


RE eye mape SS ec et eset 


Fund start date November 1993 ^ Decemberi994 ^ | 
Corpus (30.11.03) | Rs 384.22 crore — Rs87é35crre — 
Benchmark CNX 500 — —  — /|CNX500 — — 
Min. | investment u Rs 5,000 | | Rs 1,000 | u ; 


Subsequent min. | | | 
metes si Borse : 


Minimum invest- | 
ment in SWP plan Rs 25,000 Rs 1,000 


MYT yT u<3 < 3 ⁄ ——————— sa ¿S= ee na aa IRR ERR EA ——— m———————————— m enea 














Automobiles Financial 














Services services 
Financial Technology 
services Diversified 





"TU MR s SB 9.53% | 
| O E e TN Maruti Udyog — 7.86% ` 
| LIC Housing Finance 6.95% | Indo Rama Synthetics 6.38% | 
Raymond 5.93% | BHEL 6.23% ` 
| GE Shipping 5.9096 | Bharat Electronics 6.01% ` 


Pa —— aad nyt at a tt tt TAIN term rr PAR a rat nra unamasa e n a atari =: 


UTi Bank — 8889 ACC 5.17% | 
Shipping Corp. of india 8.4696 Century Textiles & indst. 5.12% | 


eet manne SAT aaa uwa ARs Ann aen m d — a S sau M aad EA 





_ Source: Valueresearchoniine. com | 
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ARPIT SHARMÁ 


e: Ee UNDER 
al oa ZI EET 


` India's only Advertising, 
" Márketing Media 


Subscribe to your personal copy now 


The Advertising, Marketing and Media Review 
en 


= Revamped Brand Architecture 


= Focus on Profits not Size 
æ New Product Push mExplosive SUs 
wu Lost opportunities 
| of ‘90s 
oW mAggressive 


diversification 


Marketing < since 2001 
à Will India' 

whiz Rajeev Me | muy » 
Karwal , n. 
company 

catch up? 


Pitch-NCAER Study E Interview: GM's @ PitchTop1( 
Twowheeler Industry Aditya Vij Best é 


To take a closer look at advertising, marketing and media, paradigm, subscribe to Pitch. 
Monthly magazine Pitch wili spot, analyze and report trends, conduct industry surveys, record 
lessons of failure and excellence and profile the honchos and rising stars. 


"UBSCRIPTION RATES: MODE OF PAYMENT: 


Two Year Sub. 24 Rs. 1200 Rs. 900 (25% Off) Cheque Sont — 
Three Year Sub. 36 Rs. 1800 Rs. 1260 (30% Off) Dated 


QO— ass: 
Bank Drawn © 


ERSONAL DETAILS: 


“DD Amount | 
Dated 
Bank Drawn 


Tel (Off.) 

Tel (Res.) 

Fax ite 

WO as UL Eas 
000 o RR 


All Cheques/DD to be made in favour of 
1208, Kailash Building, K.G. Marg, New Delthi-110 001, Tel : 011 2332 3184 / 87 / 88 Fax : 011 5151 í 


For Ad Sales contact: Kishore Verma - kverma@pitchonnet.com - 9820598009 
Rohit Sardana - rsardana@pitchonnet.com - 9811377592 
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Your Investments 












1,500 : 
1.4503 3 
18 Nov O3 


eletto Yap ttum giri virage nea erre ba PARA ga 





18 Dec 03 


d 





| indices 


I mt 10 
_1706.80 _ 





Closing PRU as on 18 December 2003 *except for world indices which are for the day before 


Shares With High P-E Ratios 


Price (Rs! Change ey P-E ratio pre 


Sector Indices (30-day change) 


Closing gures 


1968.78 
246078. 
1219.59 
349343 
2559.47. 


YAN murium SH St Sr uite fear 


S&P — S&P CNX Nifty -o MM ^ cM | 


1,756 I 
| 6,1501 (in Rs/10 gm 6,090 


| 6.100 1 
| 6,050 

6.000 

| 5,950 4 

| 29004 

| 5,8501] | 

5 800! ~ | 

| p 18 Nov 03 17 Dec 03 | 









18 Dec 031 
uid 


mous Indices (30-day change) 


Closing figures 36 





SR S 





10145.26 
FTSE 100* - 4354.20 
Nikkei-225 10092.64 
Straits Times — 1723.57 
mE UA 


Shares With Low P-E Ratios 


ECC Change m , PE ratio 52. week (Rs) 








| Pa BY ratio S2-week Rs) 





| Price (Rs) Change i i) 





56-day a HigMion 





; 175/94 
155/33 


Closing forsa as on 18 Dec 2003 P-E is based on PAT in the most recent 12 months. 

















Dena Bank - 29/11 
Bank of india 10/31 
Union Bank of India .55/18 
indian Over. Bank 33/14. 
Syndicate | Bank | 35/15. 
J&K Bank 304/97 
Chennai Pet 91/2: 
Federal Bank - 235/82 
Andhra Bank 49/17 
Canara Bank .62/40 
179/40 


Kochi Refineries _ 


Shares With Low P-BV Ratios 


| Price | (Rs) | 'hange {a P-BV ratio 52-week (Rs! 





Tamiinadu Petro. 
Bankofindia — 
MTNL 
Federal Bank 
Escorts 
Union Bank of india 
Dena Bank 
Ballarpur industries 


Syndicate. Bank 


d 


Shares are from BSE A Group Source: BW research 
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Personal finance 
Mutual Funds 


Return Return 
2 years 3 years 


Assets 
(Rs crore] 


Return 
SIP 


Return 
1 year 


Return 


Scheme 6 months 





EQUITY: DIVERSIFIED 


Franklin Indian Prima - 


; 
; 








<= PX cuum Plus "P 
Birla Advantage 
un Master Growth - 











Birla Balance - 
Prudential ICICI Balanced - 
Sun F&C Balanced - 
Franklin India Balanced ` 
Kotak Balance 

Unit Scheme '95 


nta unap en a a 











— MÀ A —— —— M [eS nra iu tad Seul Re Rt ane 


Ai on 16 December 2003 


DEBT: MEDIUM-TERM 


H 
i 
i 


i 


HDFC Income Fund | 
Principal Income 
Templeton india Income Builder 
Sundaram Bond Saver 
Templeton India Income ` 
Prudential ICICI Income - 
DSPML Bond Retail | 

Grindlays Super Saver income 
Birla income Pius 


HDFC High Interest 























JM ir Income | Fund-G 
Kotak Bond Deposit - 


SA aan ATH Itn Saa a Ap sem tse P Me hoe M ws wd aaa ig 





MGE ESAE SS AL eee, LES a E Ret Dd A x He gea RES š Sb RAEE SEEN Š: i 


As on 16 December 2 | 


Fund returns (in %) are annualised figures, except for the 6-month period (these are absolute). ! 

each category, schemes with the largest corpus (and not having a single investor with more thon. 
25% of holdings) are ranked in order of 1-year returns. SIP (Systematic investment Plan): 
Returns on Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months 
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| MF ACTIVITY IN ER. 


Company 





Great Eastern Shipping Co. — 
Wipro 
mee — ogi 





Hindustan fame 
Shipping Corp. 0 of — 





Jindal Iron & pez, Co. 

Motor industries Co. 
Associated Cement Cos. 
Crompton Greaves 

Hero Honda ^ Motors - 

am Pet : b ue 
MphasiS BFL sentado! s 
Hindalco industries 

Reliance industries 

Siemens 

Indo Rama Synthetics (india) | 














TOP 20 SHARES SOLD 
"nc 

Tata tron & Steel Co. 

Punjab National Bank 
Oriental Bank of Commerce | 
Bank Of Baroda 

Cipla 

Saw Pipes 

Canara Bank 

State Bank of india 
Maruti Udyog 

Bharti Tele-Ventures 
Steel Authority Of india | 
Bongaigaon Refineries 
i-flex Solutions 

Apollo Tyres 

Satyam Computer Services 
Bajaj Auto 

Gujarat Ambuja Cements | 
Corporation Bank | 














Data based on Oct-Nov 2003 portfolios of aif 
open-ended mutual funds except UTI MF 


Source: Value Research Indis 
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Small Savings 
Scheme Returns’ Min: & Max. Amt — Maturity period 



















‘Liquidity 





Be 500 Dead. | 


Rs 100/ ` p 
no limit 





ETT " 
| no limit. 


Rs 6 000/.- 
Rs 300,000* 







Interest deduction 





Interest deduction z 


RsiOper ` 
| us Bot.. 










| Rs 1,000/ | cse i 


no limit 







—— GR € 


*Figures are interest rates per annum * For joint account Rs 6,00,000 ** Double your money in 8 years, 7 months ^ Eligible for rebate u/s 88 


Bank Fixed Deposits 


ELI NC 30 r5 NETUITONENG CU — l2years BITS 





6. 25 E 
5.75 


Centurion Bank 
Global Trust Bank — 
UTI Bank E ile 
ICICI Bank 525 — 
HDFC Bank 5.25 


Fi igures are interest rates | per « annum Source: Bank websites 













Company Fixed Deposits 






Manufacturing Companies 
Coat ULT EU. dan. S552 
Chambal Fertilisers and Chemicals i 
Jindal Strips 

Central/State Companies. "v Rh 
Lu Power Finance E a emen 
Sardar Sarovar Narmada Nigam mE 
HUDCO 


IDBI 


Finance Companies 

First pnm CE of India "vmm 
Ashok Leyland Finance 

Dewan Housing Finance Corporation | 
PNB Housing Fi inance | 
M: ‘monthly; Q: quarterly; H: half- -yearly; Y: yearly; C: cumulative I 





The figures are in in Rs Ë 
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Bill Payment ? 
No Problem ! 


Pay your bills through Internet. 





e-PAY from SBI 
Pay Your Bills online at 
www.onlinesbi.com 


Electricity bill, Telephone bill, Mobile bill, 
Insurance Premium etc. 


State Bank of India 


With you - all the way. 


Take a look at www.statebankofindia.com 
e-Pay is in association with BillDesk 





Mode/SBI-03 


*Contact our Call Centre in New Delhi, Mumbai, Kolkata, Hyderabad, Bangalore, Chennai, Bhopal, Chandigarh, Lucknow and Bhubaneshwar. 
At other centres please contact the nearest card issuing Branch or E-mail us at ibanking @vsni.net 


Bhubaneshwar, Chandigarh, Chennai, Guwahati, 


Our e-Pay Centres : Ahmedabad, Bangalore, Bhopal, 
nd Thiruvananthapuram. 


Hyderabad, Kolkata, Lucknow , Mumbai, New Delhi, Patnaa 



















ALS 





Personal finance 


Your Insurance 


Rates inclusive of service tax *If salary «Rs 10,000 p.m., else max cover is Rs 5 lakh #60% of cover or Rs 5 lakh, whichever is lower Source: Bajaj Capital 


Term Life Insurance 












Policy/insurer 


8197 NA. 


5,110 | 8,320 | 12,600 


Till Age 60 Policy 5,650 | 10,000 x 12,150 


Riia Suniife 
Stand Alone Temm 


LIC Anmol Jeevan — 





5,150 | 8,790 13,100 
' 3:7 PN 


Notes: Any critical illness detected after the policy has been taken will not have any impact on the premium Source: Bajaj Capital 


Free look period of 15 days for all policies as per IRDA regulations *Cover is for a five-year period 


Your Prope 


Delhi Rental and Capital Values Mumbai Rental and Capital Values 


in 2004, the Delhi residential market will continue to reflect the same mo- The leasing activity in the residential market has been quite active, primar- 
mentum as this year. Certain South Delhi colonies will fall out of favour ily in South Mumbai and Bandra. The supply however remains a constraint 
while capital values in the suburbs are likely to rise further 











Me wheat 
coven E 
e t ee 
Navi Mumbai — — ^ — 


Bangalore Rental and Capital Values Hyderabad Rental and Capital Values 


The residential property market has been witnessing consistent demand in The Hyderabad market is predominantly driven by end users and investors. 
the last one year and this trend is expected to continue in 2004. Growth is There is an indication that the turnaround in demand pattern may lead to 
expected to revolve around South Bangalore 








EE 
Banjara Hills, Jubilee Hills - 
Sri Nagar Colony 
Ameerpet 








ESOS eee CA ST aD. 


LTUU-E,J'VV Notes: Delhi rental rates are for 1,800-2,500 sq.ft apartments except Lajpat 
1,300-2,200 Nagar (1,200-1,800 sq.ft). Mumbai rates are for 1,000-1,800 sq. ft apartments 
iid "7777 except Navi Mumbai (900-1,400 sq. ft). Hyderabad rates are for 2,000 sq. ft 

Bangalore rates are for 1,500-1,800 sq. ft apartments apartments Source: Cushman & Wakefield India Research 
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A or (1), from rented houses. 


Ye 


sr 


a y Now there's no reason not to have a house of your own. We've made home loans extremely simple and easy 
Low . to get sanctioned. And assure you of interest rates that'll always be among the lowest. With absolutely no 
Interest Rate | hidden costs, Best of all, it's a home loan that'll in no circumstances be a liability on your family. 


ka ON SNR NP Ni 


$) LIC HousiNc FINANCE LTD. 


Bring home peace of mind 


Registered & Corporate Office: Bombay Life Bldg., 2nd Floor, 45/47, Veer Nariman Road, Fort, Mumbai - 400 001. Fax: 22049839. 
Website: www.lichousing.com Contact: Bangalore 9604 100 200, Chennai 1600 44 0005, Delhi 9604 002 002, Hyderabad 9604 100 200, 
Jaipur 9604 100 200, Kochi 237450, Kolkata 9604 100 200, Lucknow 9604 100 200, Mumbai 9604 100 200, 
Pune 9623 980 987. Or contact our nearest area office in your city. 


















N 
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Your Borrowings 


Bank HFI name m Floating — . Uptront fees fg T «um Prepayment charges 
interest E EMI (Rs) Interest Me) EMI RS (9& of loan) 


Home Loans 





No prepayment allowed in the first 2 years. 296 from 
3-5 years. No charges after 5 years 


No charges on part prepayment. 2% charges on on I 
foreciosure of loan 


No charges on part prepayment. 2% 0 on n amt prepaid 
& on all amounts tendered towards prepayment ^ 
No charges on part prepayment. 296 charges on 
transfer to another financier | 
No charges on part prepayment. 2% on amt prepaid 
and all amounts tendered towards prepayment ^ ` 
No charges on part prepayment. 2% on transfer to 

| another financier 


No charges on part p prepayment. 2% on foreclosure 
of loan 


No charges on part prepayment. 2% charges on 
foreclosure of loan 


No charges on prepayment. 1% charges on foreclo- 
sure of loan 


No charges on part prepayment. 2% charges on 
foreclosure of loan 

No charges on part prepayment. 296 charges on 
foreclosure of loan 

in a fiscal, up to 2596 of loan without charges. On 
prepayment above that, 296 of the prepaid amount 





Ail EMI figures are per Rs 1 lakh for a Rs 10-iakh loan. For ICICI Bank, the festive offer is only for a loan of Rs 10 lakh or more. 
For ABN AMRO, the interest rate is 6% in the first year; 6.5% in the second; and 7.75% from the third onwards. 


*Festive offer rates **Plus legal charges ***Plus 1% mortgage charges *Plus statutory & legal charges: Rs 2,400 p.a. *tAdministrative + mortgage 
charges “ during the last one year from the date of final prepayment 
Rack rates given above are collected from public sources and are subject to variations from borrower to borrower Source: Apnaloan.com 


Credit Cards 
Rex t Cover Rs) BEEN 
Ar charges 





Rs 150 or 2.5%*+2.95% int. 
Rs 75 or 2.5%# +2.95% in. — 
Rs 100 or 2.5%*+2.95 int. — 
O0 Rs 150 or 2.5%" +2.65%* int. 
Rs 80 or 2.596* +8% ser. chr. 


O: Rs 150 or 2.5%* +2.95% int. 

O Rs 75 or 2.5%# +2.95% int. _ 

| Rs 150 or 2. 596* +2.65%* int. 
Rs 75 or 2. 25% +2. 95% int. 
Rs 1 100 or 2: 5%#+2, .9596 int. 
Rs 75 or 2.5%* + 8% ser. chr. u 
Rs 100 or 2.5%# +2. 79% int. ^ 


ere taninairat nares nine adven i dee ums NECESITE ICH I tha ta yi aa takana dde Med hittin NN ema adr em Msc a A — — 


“Days Rack rates given above *Whichever is higher ‘interest for HDFC accounthoiders: 2.45% ^ Only at ATMs which accept Amex cards Source: Apnaloan.com 





Banks, insurance companies and others can send their data to personalfinance@bworidmali.com 
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ONYF 
Orta e 
lente 


"(Wear giovani or wear nothing) 





K factor 


GIOVANI 


of Italy 


SUITS è TROUSERS e SHIRTS e INFORMALS FOR MEN & WOMEN 


NEW DELHI: The Blues, Sehgal Brother's, Big Jos, Pall Mall, Old Street, Hues, Rossini, Creations, Ritu Wear, Gujral Sons, Paul Garments, Jainsons Westend, Standard Shopmens, S.M. Stores, Follow Me, Studio Firang 
Mohanlal, Shopper's Stop, Ebony GURGAON: Lifestyle, Pantaloon, Shopper's Stop FARIDABAD: Ebony AMRITSAR: Kapsons, Ebony CHANDIGARH: Kapsons, Ebony JALLANDHAR: Kapsons, Ebony LUDHIANA: Attire 
Neelams, Ebony PHAGWARA: New Era JAMMU: Land Mark SIMLA: Dewanchand Atmaram AGRA:Bachoomal Collection, Bachoomal Sons LUCKNOW: Kohli Brothers MORADABAD: Standard ALIGARH: Rajvansh 
ALLAHABAD: Madan Collection GHAZIABAD: New Vastralok NOIDA: Ritu Wear, Ebony AHEMDABAD: Jade Blue, Pantaloon SURAT: Bhagwandas, Dheeraj Sons BANGALORE: Prestige, Lifestyle, PN Rao, J Mart 
Puran's, Gupta Paridhan, CHENNAI: Gatsby, Pantaloon HYDERABAD: Stanza, Lifestyle, Meena Bazar Exclusive JAIPUR: Sanjay Stores KANPUR: Mark One, Parvati, Pantaloon KOLKATA: Stile, Sumangal, Burlington 
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Mala Bhargava is with 
Cyber Media and edits 
Living Digital. 

You can email her at 
malab@cmil.com 


If only 
someone 
would 
remove 
the red 
tape and 
set Wi-Fi 
free in 
India! 


“by mala bhargav 


Warming up to 
hotspots, slowly 


HY you would ever want to 
surf the Internet from a 
shikara on Kashmir' pic- 
turesque Dal Lake, I’m not 
sure, but know that you 
could if you wanted to. Dal Lake is the world’s 
first ‘Wi-Fi-enabled lake’ and a tourist with a 
laptop out in a shikara can share this moment 
with someone back home. Thanks to Dax Net- 
works, ISP iPeaks, and the Jammu and Kashmir 
Department of Tourism, Dal Lake is one of the 
more remote spots in the world to have wireless 
connectivity. Right along with a "Wi-Fied' cy- 
bercafé at the Mount Everest base camp at an 
altitude of 5,300 metres and a remote Laos vil- 
lage where residents connect wirelessly to a ra- 
dio network through bicycle-powered, cus- 
tom-built computers. 

For the last one year, India has been warm- 
ing up to Wi-Fi just the tiniest bit with hotspots 
coming up here and there. Practically all the big 
technology companies have been trying out a 
variety of showcase, proof-of-concept projects 
to lay the ground for the deployment of Wi-Fi 
and connectivity in public places, businesses 
and homes. More significantly, a number of pi- 
lot projects using Wi-Fi to take connectivity to 
‘the masses’ and to rural India are under way. 

Intel, globally one of the most active propo- 
nents of wireless, has been trying to accelerate 
Wi-Fi adoption in India. By 2004, Intel wants to 
facilitate 1,000 hotspots here — in offices, cafés, 
hotels and college campuses. The idea is to get 
people to experience what it is like to be con- 
nected wherever they go. And as computing 
and communication technologies become 
one, it could boost productivity and allow the 
connected individual to do a variety of things. 
But it is useless to have wireless access unless 
you have devices that can do something with 
that access. So Intel has asked vendors to sell 
Centrino-based notebooks: with lower power 
consumption, they're Wi-Fi ready and opti- 
mised for mobility without compromising on 
performance. So now, Wi-Fi will come pack- 














aged with the new notebooks. 

You'll find the news peppered with reports 
of places — airports (the international depar- 
ture lounges in Chennai and Delhi), hotels 
(with five-star access rates), educational insti- 
tutions — that have been Wi-Fi enabled. In 
Bangalore, Sify has been involved with Wi-Fi 
deployment for high-speed Net access. Wire- 
less access is also available to homes. The prod- 
ucts are there and, gradually, the services will 
follow. Recently, Bharti Infotel announced the 
launch of its Wi-Fi service over DSL. So, in addi- 
tion to the fashionable always-on-broadband 
connects, you also have mobility. The Bharti 
package has a DSL modem with Wi-Fi and a 
Wi-Fi card for a laptop at Rs 14,995 (their broad- 
band home packages come for Rs 550-995 a 
month). Wireless products for the home and 
for small office set-ups have already been 
around from vendors like D-Link, Dax and Ap- 
ple. Notebooks have also caught on lately and 
the number of takers for Wi-Fi could go up. 

But many factors have been keeping the 
revolution from happening. Researchers think 
India is slow to take to Wi-Fi. But you cant take 
to something you haven't experienced and the 
density of hotspots is low. Wireless is far more 
than just a lack of wires. It's one possible solu- 
tion to keeping you connected wherever you 
go, almost like cellphones. It's a flexible way to 
take work, entertainment, information and 
communication with you. It's up to the tech 
firms to convey the benefits strongly enough. 
Unfortunately, the radio spectrum which Wi-Fi 
uses was strictly regulated by the government. 
They finally 'deregulated' the oldest standard 
802.11b, but for indoor use only. If you want to 
use it outdoors, you'll have to get a licence. 

Now the government is talking about deli- 
censing 802.11g and 802.11a. It says it has an 
open mind and knows what the penetration of 
Wi-Fi technology could do for the country and 
is trying to sort out issues about deregulating 
the spectrum. So far, though, it's done a great 
job of killing Wi-Fi in India. 8 
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€" @ IVEK Kulkarni is no weight- 
|) B lifter. He is of medium height, 
= E medium build and is fast ap- 
| proaching middle age. Yet he 
preferred to carry the weight of 
500 compact discs (CDs) all by 
himself to the US, refusing to even check 
them in with the airline. That was in 
September 2002, when he went to at- 
tend the World Kannada Conference at 
Detroit. Karnataka chief minister S.M. 
Krishna was supposed to speak there 
and, as the state IT secretary, Kulkarni 
had plenty of ground to prepare. 

Kulkarni was at a crucial stage of his 
career. For the last four years, one of his 
main jobs was to carry Karnataka to 
non-resident Indians, companies and 
investors overseas, particularly in the 
US. He had done this job as religiously 
as he carried the CDs which proclaimed 
the state's virtues. 

In Detroit, he conducted road 
shows, coaxed companies, preached to 
the Indians, and cajoled investors to 
come to the state. Bangalore, which had 
stirred itself from sleep a few years be- 
fore he took the reins, became a bustling 
technopolis during his tenure. But now 
Kulkarni had to move on. 

Detroit was a good place to network. 
The chief ministers presence had 
drawn a number of influential Kannadi- 
gas to the city. Krishna cancelled his trip 
at the last moment, leaving them all to 
Kulkarni. He was also supposed to travel 
to Washington with the chief minister 
for a couple of other 
meetings, but he preferr- 
ed to stay put in Detroit. 
On bis first day in the city, 
Krishna did a live video 
presentation from Ban- 
galore, with Kulkarni at 
the backstage manoeu- 
vring the PowerPoint 
slides. Kulkarni had one 
more présentation, and 
then a few days to kill. 

For four years Kulka- 
rni had been the cham- 
pion of outsourcing and 
had carried this mantra 
to all countries in the 
world. He was particu- 
larly pleased with Banga- 
lores progress in the 
business process out- 
sourcing (BPO) wave. 








Also, he was aware of the BPO opportu- 
nities as well as anyone in the world. 
Kulkarni started thinking about starting 
a BPO company, but did not make up 
his mind quickly. 

One ofthe people he met at the con- 
ference was Madhukar Angur, a profes- 
sor at the University of Michigan. Angur 
was an engineer-turned-management 
professor who was interested in quanti- 
tative methods in business. He had 
done research on analytics, the science 
of applying intelligence to business 
data. Angur had been a consultant to 
some companies on business analytics. 
He had also begun to dabble in business 
and was itching to start a company of 
his own. 

Incidentally, Angur was also Kulka- 
rni's classmate in school. Angur told 
him about his ideas of a company using 
his work in analytics. Kulkarni told him 
about his own idea of a BPO company. 
So they decided to merge the two ideas 
and start the company together. 

Kulkarni took voluntary retirement 
in October and went on a vacation. Ru- 
mours were already rife in Bangalore 
about his plans of opening a BPO com- 
pany. When Kulkarni made a formal an- 
nouncement about his company in No- 
vember, many people in Bangalore were 
incredulous. Not everyone in the city 
shared Kulkarni’s passion for BPO. 
Thoroughbred IT professionals in par- 
ticular viewed this sector with a certain | 
degree of scepticism. For them BPO was 
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alow-end business with too many con- 
tradictions and pressures. So what 
would a person of Kulkarni's calibre do 
in a BPO company? 

Most BPO companies in Bangalore 
are still managing call centres. A typical 
call centrein the city looks deserted dur- 
ing the day. But it is teeming with activ- 
ity at night, till about 7.00 in the morn- 
ing. There are a few who love this 
lifestyle. They commute during off-peak 
hours and socialise in the evenings. 
They are mostly free souls just out of col- 
lege, enjoying a comparatively high 
compensation for the moment. Yet this 
moment is transitory. This kind of a 
lifestyle is against biology and, thus, un- 
sustainable. And that's why call centre 
managers are now grappling with a seri- 
ous problem: high employee turnover. 

What would a call centre profes- 
sional do once the romance of nightlife 
wears away? This question can be asked 
in several other ways. How does a com- 
pany, for instance, differentiate itself 
once BPO becomes a commodity? Or 
how does a company add value to its of- 
fering? It can graduate from running call 
centres to transaction processing, but it 
is still only a notch or two up the ladder. 
BPO companies now talk about busi- 
ness transformation outsourcing (BTO), 
but at present only few know how to get 
there, at least in India. 

A few MNCs in the city have already 
| begun to solve the problem. Accenture 
l has a BPO team in Bangalore that does - 
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VIVEK KULKARNI 


everything — from basic work like call 
centres and transaction processing to 
help desks, reporting and business 
planning. Some of the people are work 
ing on analytics. 

The word ‘analytics’ has various 
meanings, but the essence of them all is 
this: itis the science of analysing data 
Some call it data mining, some others 
call it business intelligence. Yet analytics 
has a component that simple data min 
ing does not have. It adds perspective 
and draws in complex modelling to 
convert data into information, and in 
formation into knowledge. It is not an 
easy thing to do. Companies have writ 
ten complex software to do data mining, 
but analytics demands inputs from vai 
ious disciplines. 

Accentures analytics' team in Ban 
galore, for example, has people with ex 
pertise in statistics, econometrics, data 
warehousing and relational databases 
apart from those with knowledge of dif 
ferent domains. They do not sit in call 
centres or do transaction processing. 
They work with companies who have a 
large number of customers, like in the 
banking, retail or airline business. They 
look at their business data and provide 
critical inputs. The analytics team 
touches issues that are fundamental 
Pankaj Vaish, Accenture Indias BPO 
head, says: "We are trying to help com 
panies retain and win customers and 
also redesign products." 

Till now no Indian company has 
looked at BPO in this manner. But 
Kulkarni and Angur want to go there 
and beyond. 


NGUR has the relaxed disposition 

and mild manners of an academic. 
Indeed, he had been researching, teach- 
ing and consulting on analytics for 14 
years now. Yet the entrepreneurial streak 
in himis equally strong. He is constanth 
using his mobile phone, particularly in 
the evenings, talking to customers in the 
US. In the last 10 days, he and Kulkarni 
have spent four night shifts in theii 
company, B2K, in Bangalore. “I am a 
marketer first and then an academic," 
says Angur. 

He is particularly interested in using 
fuzzy logic to analyse business data. 
Conventional logic is precise. For in- 
stance, a particular object is either in 
side or outside a box. Fuzzy logic uses 


vogue 


approximations. So the object can be | 


partly inside or partly outside. Now let's 
suppose you want to use conventional 


logic to control the speed of a car. You | 
would precisely define conditionslike | 


temperature, pressure and the thick- 
ness of snow on the road, and then for- 
mulate rules for the car to follow at spe- 
cific conditions; reduce the speed to less 
than 45 km per hour if the temperature 





is less than zero degrees, the humidity | 


more than 2096 and the ice thickness 1 
millimetre. Fuzzy logic does not follow 
precise rules like this. It will tell the car, 
to use the same example, to reduce the 
speed to less than 45 km per hour if the 
temperature is low, hu- 
midity high and the road 
icy. It is how human be- 
ings think. This may 
seem like insufficient in- 
formation for a machine, 
but the amazing thing is 
that it works, at least in 
some situations. Fuzzy 
logic has been used to 
stabilise helicopters with 
a missing rotor blade. 

Applying such theory 
to business applications 
is far from easy. Failure is 
common in business an- 
alytics (or business intel- 
ligence) projects. A Gart- 
ner report on business 
intelligence predicts that 
5096 of business intelli- 
gence projects will fail 
miserably. It also says 
that 5096 of Global 2000 
firms will use business 
intelligence inade- 
quately and lose market- 
share to those who use it better. 

Angur has tested some ofhis ideas in 
his consulting projects. A large US com- 
pany had recently approached him to 
find out the reason for low sales of its 
new product. It believed that low adver- 
tising spending was the reason. Indeed 
sales were low in areas where the adver- 
tising spends were low. However, ana- 
lytics showed that this view was not cor- 
rect. Sales were low because repeat 


purchases were low everywhere. More 


analysis showed that the product had 
quality problems. Angur had applied 


machine intelligence techniques to | 


analyse the company's business data. 





Insights such as these are beyond sim- 
ple data mining. 


LL the 170 employees of B2K Corpo- 
ration went through an analytical 
ability test in December. Angur selected 
25 employees and has started teaching 
them the methods of business analytics. 
He has two immediate tasks in mind. 
Oneisto have a team of specialists in ar- 
eas like statistics, mathematics, data 
warehousing and so on. The other is to 
raise the everybody's analytical abilities. 
B2K recently merged with Virtual 
Source, a company where Lathika Pai, 
the daughter of one of Kulkarni's 


Madhukar Angur: from academics to i h 


friends, was working as the chief operat- 


ing officer (COO). Pai has now taken | 


charge as the COO of B2K. The company 


also acquired the call centre business of | 


Talisma Corporation. In the process, 

B2K got customers like Microsoft, Real 

Networks and Palm Computing. 
Kulkarni is an enthusiastic propo- 


nent of high-value services. "It is not | 


necessary for us to develop products," 
he says. "Adding value in services is 
equally important." At B2K, his main job 


is to ensure a differentiation and a | 


billing rate premium by using analytics. 
Kulkarni himself is no stranger to the 
science. In an earlier stint at Crisil, he 
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had led a team that used analytics to de- 
velop risk management models for mu- 
tual funds. 

In an early project, B2K studied the 
product life-cycle of a customer. In any 
product life-cycle, there are early 
adopters, the early majority, late en- 
trants and the laggards. The demo- 
graphic profile of these people is valu- 
able knowledge to the company, 
because it can then use it try and in- 
crease the number of early adopters 
(products command higher prices im- 
mediately after they are introduced). 
B2K provided this information using its 
proprietary models. 





Only about 30 people work on night 
shifts in B2K. Kulkarni wants to keep this 
number to the minimum. Angur and 
Kulkarni think that business analytics 
would provide B2K with a differentiator 
when BPO becomes a commodity. 
Combined with other areas like ma- 
chine intelligence and complexity sci- 
ence, analytics becomes a powerful tool 
that can command a premium. Soon, as 
companies like Accenture often do, B2K 
could judge its value in terms of revenue 
growth and not cost reduction. 

And B2K, just in case you didn't 
know it, is an acronym for business to 
knowledge. 
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BROWSING 
Harsh Mariwala 
CMD, Marico Industries 


1AM abig fan of management books 
but recently an acquaintance gave 
me THEULTIMATEGIFT by Jim Sto- 
vall. It's not the kind of book I would 
usually read, but I liked it because it 
talks about the value of life, friends 
and money. It is an easy read — you 
could finish it in two hours. I gave it to 
10 CEO friends of mine and they en- 


joyed it too. I also read WHAT REALLY | 


WORKS: THE 4+2 FORMULA FOR 
SUSTAINED BUSINESS SUCCESS 
by William Joyce and Nitin Nohria, 
but there's nothing very unique in it. 
Iam in the habit of jotting down 
the key take-away from a book and 
filing it for future use. Marico has just 
got into the service business so that's 
a skill gap I've been filling by reading 
books on service quality. = 


ALERT 
Your Marketing Sucks 


By Mark Stevens (Crown 
Business) 


im | IF you are looking for a 
Your good laugh on a dull 
Es rketing| day, this is a great 
| | book. Mark Stevens’ 
sucks. style is unintentionally 
|^ | hilarious, his 

— arguments downright 
ridiculous at times. He believes 
that all marketing is equal to 
selling and, more importantly, to 
direct selling. Stevens is clearly 
one those consultants who live in 
a world full of their own theories, 
his being extreme marketing, a 
term that is repeated throughout 
the book. 





The house 


SANJAY BADHE 


T is difficult to put together a book 
on a company which is the world's 
largest revenue grosser, but is 
publicity-shy. A company which 
started in a small town in the US 
that till recently was not on the air 
map, a company that was overseen by a 
patriarch who followed a homespun, 
down-to-earth management style and 
where all the employees started the day 
shouting out their company name and 
shaking their behinds at the squiggle in 
the name. Yes, we're talking about Wal- 
Mart, that most ubiquitous chain of 
discount stores. 

Sam Walton, when he 
died in 1992, left behind a 
chain of 1,700 stores 
whose sales turnover 
touched $43.8 billion. Wal- 
ton had built it from 
scratch, starting from a 
small base in Bentonville, 
Arkansas. It was a case of 
small town America teach- 
ing the country how to 





HE London School of Economics 
and Political Sciences, or LSE as it 
is known, has, over the years, be- 
come the Holy Grail for those 
with a yen to excel in economics. I.G. Pa- 
tel, a former governor of the Reserve 
Bank of India, was director of LSE for six 
years (1984-90) and makes an effort to 
demystify its aura in this book. 

But let us consider the man first. Pa- 
tel boasts a resume that would cast into 
the shade even the most distinguished 
public servants. He has excelled in vari- 
ous assignments, be it at the United Na- 
tions Development Programme, the 
RBI or the Indian Institute of 
Management-Ahmedabad. 

He has worked under a string of fi- 
nance ministers starting with C.D. 
Deshmukh in the 1950s until he joined 
LSE. He has a reputation for oratory and 
is said to have written speeches for sev- 
eral prime ministers. Redoubtable is the 
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shop, and Walton had perfected his for- 
mula for success by combining com- 
mon sense and an experience base de- 
veloped by working in small towns 
(primarily because he promised his wife 
that he would not make her stay in a 
town with a population of over 10,000!) 
with a home-grown approach to retail- 
ing (smile at the customer when he/she 

is within 10 feet and treat them well). 
The story that Robert Slater tries to 
piece together is how Wal-Mart survived 
its charismatic leader, who built the 
DNA for the company. Slater looks at the 
values that Walton left behind and ex- 
amines how the team that Walton posi- 
tioned to take over after 


THE WAL-MART 
DECADE 


By Robert Slater 


Portfolio 


» ) Í 
raves 


Spectal Price 


term one would use to describe the man 
of his talents. 

One, therefore, expects a good set of 
memoirs, but, unfortunately, this book 
flatters to deceive. The author appears 
to be torn between writing a serious de- 
scription of his time at LSE and spinning 
an anecdotal tale. The dilemma is obvi- 
ous and the result is that LSE still seems 
out of bounds. 

Starting out with the usual plati- 
tudes (“I never thought LSE would pick 
me”), the author takes the reader on an 
idyllic journey through LSE. When he 
took over the reins, the institution was 
struggling with finances. Patel goes into 
great depth about the financial austerity 
and what he did to overcome it. He took 





him — David Glass, Don Son- 
derquist, Lee Scott, Tom Coughlin 
and otherWalton family members 
— performed in the decade after 
his death. These are the characters 
who played a role in taking the 
chain international — it was con- 
fined to the US in Walton's time — 
and making it the world’s largest enter- 
prise with sales of $219.8 billion in 2002. 
A It has all the makings of a great busi- 
—.. messstory, but Slater fails to build on this 
plot. He fails to get under the skin of his 
— Wal-Mart and skims through those as- 
^^: pects which, to a retailer like me, are 

- critical to the Wal-Mart story. Two exam- 

' ples: Slater sees Wal-Mart as getting a 
bad press, something that dogs the 

.. Chain even today. But how did this hap- 
| pen? And, more important, why did 
Wal-Mart continually shy away from 
talking to the world? Slater does not tell 
us. Another instance: he makes a bold 
hypothesis that Wal-Mart never went 















Walton's reluctance to allow this be- 
_ cause of his inbuilt low risk-taking abil- 
| ity. Unfortunately, instead of developing 


international or expanded because of 


ROBERT SLATER, a reporter 
at Time for over two 
decades, is a well-known 
writer of business books. 
He has written several on 
Jack Weich’s style of man- 
agement apart from books 
on Cisco and IBM 
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sights into how this influenced the com- 
pany and what it took Glass to change 
the Wal-Mart story, Slater gives us noth- 
ing to chew on. So, we end up reading a 
rather dry story, perhaps in part, be- 
cause Slater was one of the few journal- 
ists given access to senior company per- 
sonnel and is treading carefully. 

To be fair though, the story has a 
certain interest. Here is a team that 
builds on the traditions of Wal-Mart, but 
shows unexpected courage in taking 
risks — pushing the chain into Califor- 
nia, across.the north to Canada and 
south into Mexico (both not successful 
initially) and across the pond to the UK 
and Germany and, finally, into the huge, 


mouth-watering market of China. And | 





RAPERE 


| what would have been powerful in- ` 


all this while increasing market share, - 





building an efficient supply chain and 
distribution network and making the 
chain the biggest commercíal enter- 
prise in the world! 

The book also chronicles the not-so- 


good publicity that Wal-Mart got: com- - — 


munities protesting its presence, media 
stories that made Wal-Mart look like an 
exploiter of cheap under-age labour in 
the developing world. And while it never 
quite tells us the underlying reasons for 
the bad press and never explains the 


reasons for Wal-Mart appearing quite 


ham-handed in its handling of the me- 
dia (Glass once walked off a TV pro- 
gramme), it does weave together an en- 
grossing story. It is the story of a 
small-town chain, which used a smart 
strategy (sticking to smaller markets, 
building a good distribution chain and, 
most important, giving the consumer 
value in terms of great prices) to go 
global. And that, perhaps, is Sam Wal- 

ton's most enduring legacy: that ihe 
consumer is truly king. a 





Sanjay Badhei is director, operations, 
Shoppers Stop 


——— nea rie eem i a tr trp enone npr yeni pane m i E t waw —w— oe ee a AAE 





honourarium paid to retired faculty 
members and removing a moratorium 
on fees for foreign students. However, 
the author does not reveal the repercus- 


many feathers must have got ruffled? 
Patel does notlet on. 
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some harsh steps, including cuttingthe | 


sions of his unpopular decisions. Surely, | 
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| fascinating reading. 
| correspondence with Popper, included 


A smaller part of the book is devoted 
to academic pursuits in the institution, 
where Patel waxes eloquent about his 
achievements. The most notable of 
these is the amiable relationship he 
developed with the prima donnas at the 
institute — and there were plenty of 
those by all accounts. 

Patel's efforts in getting the reclusive 
philosopher Karl Popper to allow LSE to 





| institute a chair in his name and Pop- 


per's subsequent displeasure make for 
In fact, the 


in the appendix, is one of the highlights 
of the book. 
There are others, too, such as the 


| lone stark moment in the entire 
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narrative when Patel reminisces about 
his meeting with Beijing University stu- 
dent protesters at Tianamen Square, 
just a day before the infamous mas- 
sacre. This is almost lost in his account of 


| academic pursuits. 


The heart of the book though is the 
debate on higher education. This is 
where the Patel shows his mettle. He 
points out that a symbiotic relationship 
existed between institutes of higher ed- 
ucation and the government, but main- 
tains that this was only for financial con- 
siderations; students, unfortunately, 
were ignored. 

Some of his debate speeches and ar- 
ticles have been reproduced in the 
book, and these provide some food for 
thought, in sharp contrast to the rest of 
the memoir which peters out in a 
rather sentimental farewell ode. a 
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OPINIONE TE NER a 


< 'affaire Nokia 


N the Nokia episode, neither the government nor 
the Finnish company has covered itself with glory. 
The industry ministry believes Nokia ought to be 
manufacturing its handsets here given the boom- 
ing demand and the company's own demand pro- 
jections for cellphone usage. Although Nokia Networks 





president Sari Baldauf has quoted figures of 100 million | 
cellphone users in 2-3 years, it nowsays the demandisnot | 


enough to justify such a venture. 
Let's look at some of the numbers. In the first half of 
2003, the number of cellphone users increased by 10 mil- 


lion. Extrapolated, this means 20 million new users in | 
| would have us believe. 


2003. This is not necessarily a net increase in the number 





of phone users in India because some subscribers have | 


switched from landlines to 
cellphones and probably aro- 
und 2 million landlines have 
been surrendered. Neverthe- 
less, compared with a total of 1 
million subscribers in 2002, 
cellphone usage has undoubt- 
edly exploded and should in- 
crease now that the policy 
mess has been sorted out. 

Whether 20 million or 100 
million is large enough for a 
company to contemplate 
manufacturing is the com- 
pany's decision; no govern- 
ment has any business to dic- 
tate terms on such commercial 
matters. For a start, Nokia's 
share in this market is uncer- 
tain. India may have locational 
advantages such as abundant supply of labour. But 
labour costs account for a small component of cellphone 
manufacturing costs. 

That apart, India’s comparative disadvantages like in- 
adequate infrastructure, complicated procedures and 
labour market rigidities are legion. Reforms could lower 
these costs, but there is also the prospect of tariffs on 
handsets being reduced to 0% in 2005, thus eliminating 
the tariff-jumping objective of setting up manufacturing 
capacity in India. With zero tariffs and low transaction 
costs, the size of the home market would become irrele- 
vant. If India has locational advantages, the company 
would look at India as a manufacturing base, not just to 
cater to the domestic market, but also for exports. 

Be that as it may, the government does have a point. 
Nokia itself distorted the logic of commercial decision- 
making by asking for preferential treatment. This has 
gone well beyond the test-marketing period that Nokia 
was granted in 1997. One would have thought that six 


Nokia and the government 
are both at fault — the former 
for seeking and the latter for 
giving preferential treatment 





| 
| 











years was more than enough for test marketing. Not just 
this, it had also sought permission for wholesale trading. 
This is where the policy rub comes in. A wholesale 
trading licence requires manufacturing in India as quid 
pro quo. One could say that wholesale trading should be 


| opentoalland not to specific companies, and the policy is 


faulty. But there is no denying the contractual element in 
it that bound Nokia to begin manufacturing. 

Not content with granting special permission to 
Nokia, the industry ministry compounded the error by 


| waiving the manufacturing requirement because the In- 


dian market was thought to be too small. Or so Nokia 


Naturally, the industry ministry is peeved and wants 
the finance ministry to scrap 
Nokia's licence. That is not the 
issue. Small and big are subjec- 
tive terms and can be argued 
over endlessly. But there is the 
issue of consistency. Nokia In- 
dia cannot tell the government 
that India is a small market 
when the president of its par- 
ent claims the market is about 
to explode. It is obvious that 
Nokia wants special incentives 
to set up manufacturing ca- 
pacity in India. And in seeking 
special treatment, including, 
perhaps, fiscal incentives and 
even protection, foreign com- 
panies are no different from In- $ 
dian ones. There is merit in the 
level playing field argument if 
that is interpreted in the limited sense of national treat- 
ment across Indian and foreign companies. 

Yes, the obstacles to doing business in India need to be 
eased and the environment improved for all investments. 
But there is no need to bend over backwards or offer spe- 
cial concessions to attract foreign direct investment, 
whether it is from Mauritius or from non-resident Indians 
and overseas corporate bodies. 

The message of liberalisation is to end special and dif- 
ferential treatment. Yet, on every occasion when the re- 


ANTHONY LAWRENCE 


form process has stumbled and resulted in scams, itis on ~ 


account of favoured treatment. 
Nokia's special wholesale trading licence ought to be 
revoked immediately and wholesale trade opened up in 


| general. Let the industry ministry make its own projec- ` 


tions for handset demand. If the Indian market is too ` 
small, no company will manufacture in the country and 
India will import all the handsets it needs. If, on the other 
hand, the market is large, Nokia itself will manufacture. li 
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